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SUPERINTENDENT  OF  INSURANCE 


STATE  OF  NEW  YORK 

Insurance  Department 
Albany,  October  30,  1914 

Hon.  Robert  F.  Wagner,  Lieutenant  Oovemor: 

Sir. —  The  Annual  Report  of  the  Superintendent  of  Insurance, 
Part  V,  containing  1914  amendments  to  the  Insurance  Law, 
decisions  of  the  Court  of  Appeals,  opinions  of  the  Attorney-Gen- 
eral, rulings  and  opinions  on  life  insurance  laws,  reports  on 
official  examination,  miscellaneous  special  reports,  and  schedules 
of  fees  and  taxes  charged  New  York  companies  by  other  states,  is 
herewith  transmitted  to  the  Legislature. 

Respectfully  yours, 


Superiniendeni 


Hy  Trn Offer 

APR   13  1917 
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NOTE 

A  consolidation  of  statutes  relating  to  insurance  corporations 
became  law  February  17,  1909,  as  chapter  twenty-eight  of  the 
Consolidated  Laws,  being  chapter  thirty-three  of  the  Laws  of 
1909.  A  number  of  amendments  were  passed  during  the  1909  and 
following  sessions  of  the  Legislature  and  were  printed  in  Part  V 
of  the  respective  years.  Following  are  amendments  passed  during 
the  regular  session  of  1914  and  approved  by  the  Governor,  and  a 
list  of  the  chapter  titles  may  be  found  on  page  95  of  this 
volume. 
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INSURANCE  LAWS  OF  1914. 


Ctiap.  13. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  agents. 

Became  a  law  February  26,  1914,  with  the  approval  of  the  Governor.    Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  forty-two  of  chapter  thirty- 
three  of  the  laws  of  nineteen  hundred  and  nine,  entitled  "An  act 
in  relation  to  insurance  corporations,  constituting  chapter  twenty- 
eight  of  the  consolidated  laws,"  as  added  by  chapter  seven  of  the 
laws  of  nineteen  hundred  and  thirteen,  is  hereby  amended  to  read 
as  follows : 

§  142.  Agent's  certificate  of  authority.  The  term  "  agent "  in 
this  section  shall  include  an  acknowledged  agent  or  any  person, 
partnership,  association  or  corporation  who  shall  in  any  manner 
aid  in  transacting  the  insurance  business  of  any  underwriter,  in- 
corporated or  unincorporated,  by  negotiating  for  or  placing  risks 
or  delivering  policies  or  collecting  premiums,  but  shall  not  include 
the  officers  and  salaried  employees  of  any  such  underwriter,  who 
do  not  receive  commissions.  Every  underwriter,  incorporated  or 
unincorporated,  engaged  in  the  transaction  of  any  business  of  in- 
surance within  this  state,  upon  the  employment  or  termination 
of  the  employment  of  any  person,  partnership,  association  or  cor- 
poration to  act  as  its  agent  within  this  state,  shall  certify  such  fact 
together  with  the  name  and  address  of  such  agent  to  the  super- 
intendent of  insurance ;  and  shall  also  annually  during  the  month 
of  January,  in  such  form  as  the  superintendent  of  insurance  shall 
prescribe,  file  with  him  a  list  of  the  names  and  addresses  of  all  its 
agents  authorized  to  act  as  such  within  the  state.  No  person,  part- 
nership, association  or  corporation  shall  as  agent  act  for  any  such 
underwriter  in  this  state,  unless  such  underwriter  shall  have  fully 
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complied  with  the  provisions  of  this  chapter  nor  unless  such  agent 
shall  have  procured  an  agent's  certificate  of  authority  from  the 
superintendent  of  insurance.  The  superintendent  of  insurance 
shall  file  in  his  office  evidence  of  the  issuance  of  every  such  certifi.- 
eate  to  an  agent,  together  with  evidence  of  such  agent's  authority 
from  each  underwriter  for  whom  he  is  to  act  An  agent's  certifi- 
cate of  authority  shall  be  issued  only  upon  application  filed  with 
the  superintendent  of  insurance,  in  such  form  as  the  superin- 
tendent of  insurance  shall  prescribe.  Every'  such  certificate  shall 
CNpire  on  the  thirty-first  day  of  December  of  tlie  calendar  year  in 
which  the  saine  shall  have  been  issued,  but  if  the  application  for 
the  renewal  of  any  such  certificate  shall  have  been  filed  with  the 
superintendent  of  insurance  befwe  January  first  of  any  year  such 
agent  may  continue  to  act  as  such  under  such  expired  certificate 
until  the  issuance  to  him  by  the  superintendent  of  insurance  of  a 
new  certificate  or  until  five  days  after  the  superintendent  of  in- 
surance shall  have  refused  to  renew  such  certificate  and  shall  have 
served  notice  of  such  refusal  on  such  agent  Service  of  such  notice 
may  be  made  either  personally  or  by  mail,  and,  if  by  mail,  shall 
be  deemed  complete  if  such  notice  is  deposited  in  the  postroffice, 
postage  prepaid,  directed  to  the  applicant  at  the  place  of  residence 
or  business  specified  in  his  application.  An  underwriter,  author- 
ized to  transact  the  insurance  business  within  this  state,  who  shall 
employ  as  agent  any  person,  partnership,  association  or  corpora- 
tion not  having  an  agent's  certificate  of  authority  from  the  super- 
intendent of  insurance  authorizing  him  to  act  as  agent  shall  not 
authorize  or  permit  such  agent  under  his  contract  of  employment 
to  solicit  insurance  or  issue  policies  for  such  underwriter  until 
such  agent  shall  have  procured  a  certificate  of  authority  as  re- 
quired by  this  section.  An  agent's  certificate  of  authority  shall 
be  revoked,  or  the  issue  or  renewal  thereof  refused,  by  the  super- 
intendent of  insurance  if,  after  due  investigation  and  a  hearing 
either  before  himself  or  before  any  salaried  employee  of  the  in- 
surance department  designated  by  him  whose  report  he  may  adopt, 
he  determines  that  the  holder  of  such  certificate,  or  tJie  applicant 
thereof,  as  the  case  may  be,  has  violated  any  provision  of  this 
chapter,  or  has  been  guilty  of  fraudulent  practices.  No  individual, 


Insurance  Laws  of  1914  15 

corporation^  partnership  or  association  whose  certificate  of  au- 
thority is  so  revoked,  nor  any  partnership,  or  association  of  which 
such  individual  is  a  member,  nor  any  corporation  of  which  he  is 
an  officer,  shall  be  entitled  to  any  certificate  of  authority  under 
this  section  for  one  year  after  such  revocation,  or,  if  such  revoca- 
tion be  reviewed  by  certiorari  proceedings,  for  one  year  after  the 
final  determination  thereof  afiirming  the  action  of  the  superin- 
tendent in  revoking  such  certificate.  If  any  such  certificate  held 
by  a  partnership,  association  or  corporation  be  so  revoked,  no 
member  of  the  partnership  or  association  or  officer  of  the  corpora- 
tion shall  be  entitled  to  any  such  certificate  for  the  same  period 
of  time,  if  the  superintendent  of  insurance  determine  that  such 
member  or  officer  was  personally  at  fault  in  the  matter  on  account 
of  which  the  certificate  was  revoked.  The  action  of  the  superin- 
tendent of  insurance  in  granting  or  refusing  to  grant  or  renew 
a  certificate  of  authority  or  in  revoking  or  refusing  to  revoke  such 
certificate  under  this  section  shall  be  subject  to  review  by  writ 
of  certiorari,  at  the  instance  of  the  applicant  for  such  certificate, 
the  holder  of  a  certificate  so  revoked  or  the  holder  of  any  certifi- 
cate or  the  person  aggrieved.  If  the  superintendent  of  insurance 
shall  revoke  or  shall  refuse  to  renew  the  certificate  of  authority 
of  any  agent  issued  under  this  section  and  such  agent  shall  apply 
for  a  writ  of  certiorari  to  review  such  action,  the  certificate  of 
authority  of  such  agent  shall  be  deemed  to  be  in  full  force  and 
effect  for  all  purposes  including  the  right  to  renewal  until  the 
final  determination  of  such  certiorari  proceedings  and  all  appeals 
therefrom. 

This  section  shall  not  apply  to  any  contract  of  life  insurance, 
nor  to  any  contract  of  health  or  accident  insurance,  nor  to  any  con- 
tract of  insurance  upon  or  in  connection  with  marine  or  transporta- 
tion risks  or  hazards  other  than  contracts  for  automobile  insur- 
ance, nor  to  contracts  of  insurance  upon  property  located  without 
this  state,  nor  to  contracts  made  by  persons,  partnerships,  associa- 
tions or  corporations  authorized  to  do  business  under  articles  five, 
six,  seven  and  nine  of  this  chapter. 

Any  person,  partnership,  association  or  corporation  violating 
any  provision  of  this  section  shall,  in  addition  to  any  other  pen- 
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alty  in  this  chapter  provided,  forfeit  to  the  people  of  the  state 
five  hundred  dollars. 

li^othing  in  this  chapter  shall  be  so  construed  as  to  prevent  any 
underwriter  authorized  to  do  business  within  this  state  from 
authorizing  a  broker  to  whom  a  certificate  of  authority  has  been 
issued  under  this  chapter  to  act  as  agent  of  such  underwriter  for 
the  collection  of  premiums. 

§  2.  This  act  shall  take  effect  on  the  first  day  of  July,  nineteen 
hundred  and  fourteen. 
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Chap,    14. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  the  agents  of 
health  and  accident  insurance  corporations. 

Became  a  law  February  26,  19^14,  with  the  approval  of  the  Governor.    Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assenibly,  do  enact  us  follows: 

Section  1.  Chapter  thirty-three  of  the  laws  of  nineteen  hun- 
dred and  nine,  entitled  '*An  act  in  relation  to  insurance  corpora- 
tions, constituting  chapter  twenty-eight  of  the  consolidated  laws," 
is  hereby  amended  by  adding  thereto  a  new  section  after  section 
ninety-one,  to  be  section  ninety-one-a,  and  to  read  as  follows : 

§  91-a.  Agents  for  health  or  accident  insurance.  No  corpora- 
tion transacting  the  business  of  health  and  accident  insurance 
within  this  state,  or  agent  thereof,  shall  pay  any  commission  or 
other  compensation  to  any  person,  partnership,  association  or 
corporation,  except  to  a  broker  duly  authorized  under  the  pro- 
visions of  section  one  hundred  and  forty-three  of  this  chapter, 
for  services  in  obtaining  new  insurance  or  in  collecting  premiums 
from  policyholders  in  this  state,  unless  such  person,  partnership, 
association  or  corporation  shall  have  first  procured  from  the 
superintendent  of  insurance  a  certificate  of  authority  to  act  as  an 
agent  of  such  corporation  as  hereinafter  provided.  No  person, 
partnership,  association  or  corporation  shall  act  as  agent  in  the 
solicitation  or  procurement  in  this  state  of  applications  for  health 
and  accident  insurance  or  in  the  collection  of  premiums  for  such 
insurance,  or  receive  for  such  services  any  commission  or  other 
compensation  from  any  corporation  transacting  the  business  of 
health  and  accident  insurance  in  this  state,  or  agent  thereof,  with- 
out first  procuring  a  certificate  of  authority  so  to  act  from  the 
superintendent  of  insurance  which  must  be  renewed  annually. 

Before  any  agent's  certificate  of  authority  shall  be  issued  by 
the  superintendent  of  insurance  pursuant  to  this  section,  there 
shall  be  filed  in  his  office:  (1)  A  written  application  by  the 
person,  partnership,  association  or  corporation  desiring  such  au- 
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thority  which  shall  be  in  the  form  or  forms  and  supplements 
thereof  prescribed  by  the  superintendent  of  insurance  and  con- 
tain such  information  as  he  may  require.  (2)  A  certificate  by 
the  corporation  desiring  to  employ  the  applicant  as  agent,  duly 
verified  by  one  of  its  executive  officers  or  managing  agents,  that 
such  corporation  has  duly  investigated  the  character  and  record 
of  the  applicant  and  has  satisfied  itself  that  he  is  trustworthy  and 
competent  to  act  as  its  agent.  The  superintendent  of  insurance 
may  refuse  to  issue  or  renew  and  may  revoke  any  such  certificate 
for  cause,  which  shall  include  violations  of  the  insurance  law 
and  fraudulent  practices,  provided  that  no  such  action  shall  be 
taken  without  an  investigation  and  a  hearing  either  before  the 
superintendent  or  before  a  salaried  employee  of  the  insurance 
department  designated  for  that  purpose,  whose  report  the  super- 
intendent may  adopt.  Every  such  corporation  shall,  upon  the 
termination  of  the  employment  of  any  agent  for  the  solicitation 
of  health  and  accident  insurance  in  this  state  or  the  collection 
of  premiums  therefor,  forthwith  file  with  the  superintendent  of 
insurance  a  statement  of  the  facts  relative  to  the  employment  of 
such  agent  and  the  termination  of  such  employment  and  the  cause 
thereof. 

Every  such  certificate  shall  expire  upon  the  termination  of  the 
employment  of  the  agent  by  the  corporation  for  which  he  is 
authorized  to  act  as  agent,  or  in  any  event,  on  the  thirty-first 
day  of  December  of  the  calendar  year  in  which  the  same  shall 
have  been  issued,  provided,  however,  if  an  application  for  the 
renewal  of  any  such  certificate  shall  have  been  filed  with  the 
superintendent  of  insurance  before  January  first  of  any  year, 
such  agent  may  continue  to  act  as  such  under  such  expired  cer- 
tificate until  the  issuance  to  him  by  the  superintendent  of  insur- 
ance of  a  new  certificate  or  until  five  days  after  the  superintendent 
of  insurance  shall  have  refused  to  issue  such  certificate  and  shall 
have  served  notice  of  such  refusal  on  such  agent.  Service  of  such 
notice  may  be  made  either  personally  or  by  mail,  and,  if  by  mail, 
shall  be  deemed  complete  if  such  notice  is  deposited  in  the  post- 
office,  postage  prepaid,  directed  to  the  applicant  at  the  place  of 
residence  or  business  specified  in  his  application. 
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§  2.  This  act  shall  take  eiFect  on  the  first  day  of  July,  nineteen 
hundred  and  fourteen,  provided  that  any  person,  partnership, 
association  or  corporation,  acting  as  the  agent  in  this  state  of 
any  corporation  transacting  the  business  of  health  and  accident 
insurance,  who  or  which  shall  or  may  have  procured  a  certificate 
of  authority  to  act  as  agent  of  such  corporation  under  and  pur- 
suant to  the  provisions  of  section  one  hundred  and  forty-two  of 
this  chapter  prior  to  the  said  first  day  of  July,  nineteen  hundred 
and  fourteen,  shall  not  be  required  to  make  application  for  a 
certificate  of  authority  hereunder  for  the  year  nineteen  hundred 
and  fourteen,  and  that,  if  such  agent,  so  authorized,  shall  apply 
for  a  certificate  of  authority  to  act  as  agent  pursuant  to  this 
section  prior  to  the  first  day  of  January,  nineteen  hundred  and 
fifteen,  such  agent  may  continue  to  act  as  such  under  ^uch  ex- 
pired certificate  until  the  issuance  to  him  or  it  by  the  superin- 
tendent of  insurance  of  a  certificate  thereunder  or  until  five  days 
after  the  superintendent  of  insurance  shall  have  refused  to  issue 
such  certificate  and  shall  have  served  notice  of  such  refusal  in 
the  manner  above  provided. 
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Chap,  16. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  the  approval 
of  premium  rates  of  corporations  and  associations  transacting 
the  business  of  workmen's  compensation  insurance. 

Became  a  law  March  4,  1914,  with  the  approval  of  the  Governor.     Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Article  one  of  chapter  thirty-three  of  the  laws  of 
nineteen  hundred  and  nine,  entitled  "An  act  in  relation  to  in- 
surance corporations,  constituting  chapter  twenty-eight  of  the  con- 
solidated laws,"  is  hereby  amended  by  adding  at  the  end  thereof  a 
new  section,  to  be  section  sixty-seven,  to  read  as  follows : 

§  67.  Approval  of  premium  rates.  Every  insurance  corpora- 
tion or  association,  except  the  state  insurance  fund  as  adminis- 
tered by  the  state  worknieirs  compensation  commission,  authorized 
to  transact  business  in  this  state,  which  insures  employers  against 
liability  for  compensation  under  the  workmen's  compensation  law, 
shall  file  with  the  superintendent  of  insurance  its  classification  of 
risks  and  premiums  relating  thereto,  and  any  subsequent  proposed 
classification  of  risks  and  premiums,  together  with  basis  rates  and 
schedules,  if  a  system  of  schedule  rating  be  in  use,  none  of  which 
shall  take  effect  until  the  superintendent  of  insurance  shall  have 
approved  the  same  as  adequate  for  the  risks  to  which  they  respec- 
tively apply.  The  superintendent  of  insurance  may  withdraw  his 
approval  of  any  premium  rate  or  schedule  made  by  any  insurance 
corporation  or  association  if,  in  his  judgment,  such  premium  rate 
or  schedule  is  inadequate  to  provide  the  necessary  reserves. 

§  2.  This  act  shall  take  effect  immediately. 
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Chap.  102. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  securities 

deposited  by  insurance  corporations. 

Became  a  law  April  3,  1914,  with  the  approval  of  the  Governor.     Passed, 

three- fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  thirteen  of  chapter  thirty-three  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  "An  act  in  relation  to 
insurance  corporations,  constituting  chapter  twenty-eight  of  the 
consolidated  laws,"  as  amended  by  chapter  six  hundred  and  thirty- 
four  of  tlie  laws  of  nineteen  hundred  and  ten,  is  hereby  further 
amended  to  read  as  follows: 

§  13.  Deposit  of  securities.  Every  deposit  made  with  the  super- 
intendent of  insurance  by  any  domestic  or  foreign  insurance 
corporation  shall  be  in  the  stocks  or  bonds  of  the  United  States 
or  of  this  state  or  in  the  bonds  of  a  county  or  incorporated  city 
in  this  state,  authorized  to  be  issued  by  the  legislature,  not  esti- 
mated above  their  par  or  their  current  market  value.  Such  de- 
posit ma,y  be  made  by  an  insurance  corporation  incorporated  im- 
der  the  laws  of  another  state  of  the  United  States  in  the  stocks 
or  bonds  of  such  state  or  in  the  bonds  of  a  county  or  incorporated 
city  therein  authorized  to  be  issued  by  the  legislature,  not  esti- 
mated above  their  par  or  their  current  market  value;  provided 
that  similar  domestic  insurance  corporations  doing  business  in 
such  state  are  authorized  by  the  laws  thereof  to  deposit  or  hold 
as  security  therein  for  the  benefit  or  security  of  their  policy- 
holders and  creditors  in  such  state  like  securities  of  this  state. 
Such  deposit  may  be  made  by  an  insurance  corporation  incorpo- 
rated under  the  laws  of  a  country  outside  of  the  United  States 
authorized  to  do  business  in  this  state  in  the  stocks  or  bonds  of 
such  coimtry  or  of  any  province  or  city  therein,  or,  if  any  se- 
curities other  than  those  above  named  are  offered  as  a  deposit,  they 
may  be  accepted  at  such  valuation  and  on  such  conditions  as  the 
superintendent  of  insurance  may  direct,  provided  that  similar 
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domestic  insurance  corporations  doing  business  in  such  country 
outside  of  the  United  States  are  authorized  by  the  laws  thereof 
to  deposit  or  hold  as  security  therein  for  the  benefit  or  security  of 
their  policyholders  and  creditors  in  such  country  the  stocks  or 
bonds  of  the  United  States,  the  stocks  or  bonds  of  this  state  or  of 
any  county  or  incorporated  city  in  this  state  and  securities  of  the 
same  general  character  as  those  which  are  offered  for  deposit  in 
the  insurance  department;  and  provided,  further,  that  if  any 
country  makes  a  deduction  from  the  value  of  the  securities  de- 
posited by  similar  domestic  corporations  a  similar  deduction 
shall  be  made  from  the  securities  deposited  in  the  insurance  de- 
partment by  corporations  incorporated  under  the  laws  of  such 
country.  If  the  market  value  of  any  of  the  securities  which  have 
been  deposited  by  any  company  shall  decline  below  that  at  which 
they  were'  deposited,  the  superintendent  of  insurance  shall  call 
upon  the  company  to  make  a  further  deposit,  so  that  the  market 
value  of  all  securities  deposited  by  any  such  company  shall  be 
equal  to  the  amount  which  it  is  required  to  deposit.  All  deposits 
heretofore  made  pursuant  to  this  chapter,  and  all  deposits  which 
shall  or  may  hereafter  be  made  pursuant  thereto,  and  the  proceeds 
thereof,  shall  be  held  in  trust  according  to  the  law  relating  thereto 
without  preference  or  priority  for  or  on  account  of  any  cause  or 
causes  whatsoever  to  any  beneficiary  entitled  to  share  therein. 
§  2.  This  act  shall  talvc  effect  immediately. 
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Ctiap.  103. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  the  liYnitation 
of  expenses  of  domestic  life  insurance  corporations. 

Became  a  law  April  3,  1914,  with  the  approval  of  the  Governor.     Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  ninety-seven  of  chapter  thirty-three  of  the 
laws  of  nineteen  hundred  and  nine,  entitled  "An  act  in  relation  to 
insurance  corporations,  constituting  chapter  twenty-eight  of  the 
consolidated  laws,"  as  amended  by  chapter  three  hundred  and  one 
of  the  laws  of  nineteen  hundred  and  nine,  chapter  six  hundred 
and  ninety-seven  of  the  laws  of  nineteen  hundred  and  ten  and 
chapter  three  hundred  and  four  of  the  laws  of  nineteen  hundred 
and  thirteen,  is  hereby  amended  to  read  as  follows: 

§  97.  limitation  of  expenses.  No  domestic  life  insurance  cor- 
poration  shall  in  any  calendar  year,  after  the  year  nineteen  hun- 
dred and  six,  expend  or  become  liable  for,  including  any  and  all 
amounts  which  any  person,  firm  or  corporation  is  permitted  to 
expend  on  its  behalf  or  under  any  agreement  with  it  (1)  for 
commissions  on  first  year's  premiums,  (2)  for  compensation,  not 
paid  by  commission,  for  service-s  in  obtaining  new  insurance  ex- 
clusive of  salaries  paid  in  good  faith  for  agency  supervision  either 
at  the  home  ofiice  or  at  branch  offices,  (3)  for  medical  examina- 
tions and  inspections  of  proposed  risks,  and  (4)  for  advances  to 
agents,  a  total  amount  exceeding  in  the  aggregate  (a)  the  loadings 
upon  the  premiums  for  the  first  year  of  insurance  received  in  said 
calendar  year  (calculated  on  the  basis  of  the  American  experience 
table  of  mortality  with  interest  at  the  rate  of  three  and  one-half 
per  centum  per  annum)  and  (b)  the  present  values  of  the  as- 
sumed mortality  gains  for  the  first  five  years  of  insurance  on 
policies  in  force  at  the  end  of  said  calendar  year  on  which  the 
first  premium,  or  instalment  thereof,  has  been  received  during 
said  calendar  year,  as  ascertained  by  the  select  and  ultimate 
method  of  valuation  as  provided  in  section  eighty-four  of  this 
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chapter;  and  (c)  on  policies  issued  and  terminated  in  said 
calendar  year  the  full  gross  premiums  received,  less  the  net  cost 
of  insurance  for  the  time  the  insurance  was  in  force,  computed 
by  the  American  experience  select  and  ultimate  table,  three  and 
one-half  per  centum.  No  such  corporation  shall  make  or  incur 
any  expense  or  permit  any  expense  to  be  made  or  incurred  upon 
its  behalf  or  under  any  agreement  with  it,  except  actual  invest- 
ment expenses  (not  exceeding  one-fourth  of  oAe  per  centum  of  the 
mean  invested  assets)  and  also  except  taxes  on  real  estate  and 
other  outlays  exclusively  in  connection  with  real  estate,  in  excess 
of  the  aggregate  amount  of  the  actual  loadings  upon  premiums  re- 
ceived in  said  year  calculated  according  to  the  standards  adopted 
by  the  company  under  section  eighty-four  of  this  chapter,  and  the 
present  values  of  the  assumed  mortality  gains  hereinbefore  men- 
tioned. Provided,  however,  that  any  such  corporation  having  less 
than  eighty  millions  of  insurance  in  force,  may  incur  a  total  ex- 
penditure exceeding  the  limits  of  expenditure  as  herein  defined  by 
an  amount  not  greater  than  the  following  percentages  of  its  load- 
ings for  the  preceding  calendar  year,  to  wit :  having  at  the  end  of 
such  year  less  than  ten  millions,  forty  per  centum ;  having  twenty 
but  less  than  thirty  millions,  thirty-five  per  centum ;  having  thirty 
but  less  than  forty  millions,  thirty  per  centum ;  having  forty  but 
less  than  fifty  millions,  twenty-five  per  centum;  having  fifty  but 
less  than  sixty  millions,  twenty  per  centum ;  having  sixty  but  less 
than  seventy  millions,  fifteen  per  centum ;  having  seventy  but  less 
than  seventy-five  millions,  ten  per  centum ;  having  seventy-five  but 
less  than  eighty  millions,  five  per  centum.  No  such  corporation, 
nor  any  person,  firm  or  corporation  on  its  behalf  or  under  any 
agreement  with  it  shall  pay  or  allow  to  any  agent,  broker  or  other 
person,  firm  or  corporation  for  procuring  an  application  for  life 
insurance,  for  collecting  any  premium  thereon  or  for  any  other 
service  performed  in  connection  therewith  any  compensation  other 
than  that  which  has  been  determined  in  advance.  Except  as  here- 
inafter provided  all  bonuses,  prizes  and  rewards,  and  all  increased 
or  additional  commissions  or  compensation  of  any  sort  based  upon 
the  volume  of  any  new  or  renewed  business  or  the  aggregate  of 
policies  written  or  paid  for,  are  prohibited.  Nothing  herein  con- 
tained is  to  be  construed  as  prohibiting  the  institution  of  contests 
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or  competitions  among  agents,  and  the  recognition  of  success  in 
such  competitions  by  the  awarding  of  ribbon  decorations,  medals, 
pins,  buttons  or  other  tokens  of  small  intrinsic  value,  given  not 
as  compensation  but  as  a  bona  fide  recognition  of  merit.     No  such 
corporation  shall  pay  commissions  upon  renewal  premiums  re- 
ceived upon  policies  issued  after  the  year  nineteen  hundred  and 
six,  in  excess  of  five  per  centum  of  the  premium  annually  for 
fourteen  years  after  the  first  year  of  insurance  in  the  case  of 
endowment  policies  providing  for  less  than  twenty  annual  pre- 
miums, nor  in  excess  of  seven  and  one-half  per  centum  of  the  pre- 
mium annually  for  the  first  nine  years  after  the  first  year  of  in- 
surance and  five  per  centum  of  the  premium  annually  for  the 
next  ensuing  five  years  in  the  case  of  other  forms  of  policies; 
provided  that  an  amount  found  to  be  equivalent  to  the  aggregate 
amount  so  payable  by  a  calculation  approved  by  the  superintend- 
ent of  insurance  and  based  upon  mortality,  interest  and  lapse 
rates,  may  be  distributed  .through  three  or  more  years,  or  through 
a  period  exceeding  fourteen  years,  but  not  more  than  two-fifths  of 
such  amount  shall  be  payable  for  any  one  year;  provided  further 
that  in  any  agency  district  subject  to  the  supervision  of  a  local 
salaried  representative  the  renewal  commission  payable  to  agents 
of  such  district  shall  not  exceed  two-thirds  of  the  foregoing  rates 
annually  for  fourteen  years,  subject  to  the  calculation  as  afore- 
said; provided  further  that  any  such  corporation  may  condition 
the  allowance  or  payment  in  whole  or  in  part  of  any  of  the  re- 
newal commissions  allowed  to  be  paid  as  aforesaid  upon  the 
efficiency  of  service  of  the  agent  receiving  the  same  or  upon  the 
amount  and  quality  of  the  business  renewed  under  his  supervision ; 
and  also  provided  that  a  fee  not  exceeding  three  per  centum  may 
be  paid  for  the  collection  of  premiums  which  shall  be  received  for 
any  year  after  the  fifteenth  year  of  insurance.     If  any  such  cor- 
poration shall  compensate  its  agents,  or  any  of  them,  after  the 
first  insurance  year,  in  whole  or  in  part,  upon  any  other  plan  than 
commissions  and  collection  fees,  the  aggregate  sum  so  paid  shall 
in  no  year  exceed  the  limitations  herein  imposed  and  the  schedule 
and  plan  of  such  compensation  shall  be  submitted  to  and  approved 
by  the  superintendent  of  insurance.     No  such  corporation,  nor 
any  person,  firm  or  corporation,  on  its  behalf  or  under  any  agree- 
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ment  with  it,  shall  make  any  loan  or  advance  to  any  person,  firm 
or  corporation  soliciting  or  undertaking  to  solicit  applications  for 
insurance  without  adequate  collateral  security,  nor  shall  any  such 
loan  or  advance  be  made  upon  the  security  of  renewal  commis- 
sions, or  of  other  compensation  earned  or  to  be  earned  by  the 
borrower  except  advances  against  compensation  for  the  first  year 
of  insurance.  A  foreign  life  insurance  corporation  which  shall 
not  conduct  its  business  within  the  limitations  and  in  accordance 
with  the  requirements  imposed  by  this  section  upon  domestic  cor- 
porations shall  not  be  permitted  to  do  business  within  the  state. 
This  section  shall  not  apply  to  expenses  made  or  incurred  in  the 
business  of  industrial  insurance  nor,  except  as  to  the  limitation  of 
expenses  for  the  first  year  of  insurance  and  as  to  compensation 
of  and  loans  and  advances  to  agents  or  solicitors,  to  stock  corpora- 
tions issuing  and  representing  themselves  as  issuing  nonparticipat- 
ing  policies  exclusively. 

§  2.  This  act  shall  take  effect  imn^ediately. 
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Chap.  106. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  fraternal 
beneficiary  societies,  orders  and  associations. 

Became  a  law  April  3,  1914,  with  the  approval  of  the  Governor.     Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  two  hundred  and  thirty-seven  of  chapter 
thirty-three  of  the  laws  of  nineteen,  hundred  and  nine,  entitled 
"An  act  in  relation  to  insurance  corporations,  constituting  chapter 
twenty-eight  of  the  consolidated  laws,"  as  added  by  chapter  one 
hundred  and  ninety-eight  of  the  laws  of  nineteen  hundred  and 
eleven,  is  hereby  amended  to  read  as  follows : 

§  237.  Foreign  societies,  l.  Foreign  societies  which  are  now 
authorized  to  transact  business  in  this  state  may  continue  such 
business  until  the  first  day  of  April  next  succeeding  the  adoption 
of  this  article,  and  the  authority  of  such  societies  may  thereafter 
be  renewed  annually,  to  terminate  in  all  cases  on  the  first  day 
of  the'  succeeding  April ;  provided,  however,  that  the  license  shall 
continue  in  full  force  and  effect  until  the  new  license  shall  be 
issued  or  be  specifically  refused.  A  duly  certified  copy  or  dupli- 
cate of  such  license  shall  be  prima  facie  evidence  that  the  licensee 
is  a  fraternal  benefit  society,  within  the  meaning  of  this  article. 

2.  No  foreign  society  now  transacting  business,  organized  prior 
to  the  adoption  of  this  article,  which  is  not  now  authorized  to 
transact  business  in  this  state,  shall  transact  any  business  herein 
without  a  license  from  the  superintendent  of  insurance.  Any 
such  society  may  be  licensed  to  transact  business  within  this  state, 
upon  filing  with  such  superintendent  a  duly  certified  copy  of  its 
charter  or  articles  of  association,  a  copy  of  its  constitution  and 
laws,  certified  by  its  secretary  or  corresponding  officer,  a  power 
of  attorney  to  such  superintendent  as  hereinafter  provided,  a 
statement  of  its  business,  under  oath  of  its  president  and  secretary 
or  corresponding  officers,  in  the  form  required  by  the  superin- 
tendent, and  duly  verified  by  an  examination  made  by  the  super- 
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vising  insurance  official  of  its  home  state  or  any  other  state  satis- 
factory to  the  superintendent  of  insurance  of  this  state,  a  certifi- 
cate from  the  proper  official  in  its  home  state,  province  or  country 
that  the  society  is  legally  organized,  a  copy  of  its  contract  — 
which  must  show  that  benefits  are  provided  for  by  periodical  or 
other  payments  by  persons  holding  similar  contracts  —  and  upon 
furnishing  the  superintendent  such  other  information  as  he  may 
deem  necessary  to  a  proper  exhibit  of  its  business  and  plan  of 
working.  Upon  compliance  with  these  requirements,  such  foreign 
society  shall,  subject  to  the  provisions  of  section  nine  of  this  chap- 
ter, be  entitled  to  do  business  in  this  state  until  the  first  day  of  the 
succeeding  April,  and  such  license  shall,  upon  compliance  with  the 
provisions  of  this  article,  be  renewed  annually,  to  terminate  in  all 
cases  on  the  first  day  of  the  succeeding  April ;  provided,  however, 
that  such  license  shall  continue  in  full  force  and  effect  until  the 
new  license  shall  be  issued  or  be  specifically  refused.  Any  for- 
eign society  desiring  admission  to  this  state  must  have  the  qualifi- 
cations required  of  domestic  societies  organized  under  this  article, 
and  have  its  assets  invested  as  required  by  the  laws  of  the  state, 
territory,  district,  country  or  province  wherein  it  is  organized. 
When  the  superintendent  refuses  to  license  any  society,  or  revokes 
its  authority  to  do  business  in  this  state,  he  shall  reduce  his  ruling, 
order  or  decision  to  writing  and  file  the  same  in  his  office,  and 
shall,  upon  request,  furnish  a  copy  thereof,  together  with  a  state- 
ment of  his  reasons,  to  the  officers  of  the  society,  and  such  action 
of  the  superintendent  shall  be  reviewable  by  proper  proceedings 
in  any  court  of  competent  jurisdiction  within  the  state;  provided, 
however,  that  nothing  contained  in  this  or  the  preceding  paragraph 
shall  be  taken  or  construed  as  preventing  any  such  society  from 
continuing  in  good  faith  all  contracts  made  in  this  state  during 
the  time  the  society  was  legally  authorized  to  transact  business 
herein. 

3.  Every  foreign  society  now  transacting  business  in  this  state 
shall,  within  thirty  days  after  the  adoption  of  this  article,  and 
every  such  society  hereafter  applying  for  admission  shall,  before 
being  licensed,  appoint  in  writing  the  superintendent  of  insurance 
to  be  its  true  and  lawful  attorney,  upon  whom  all  lethal  process 
in  any  action  or  proceeding  against  it  shall  be  served  and  in  such 
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writing  shall  agree  that  any  lawful  process  against  it  which  is 
served  upon  such  attorney  shall  be  of  the  same  legal  force  and 
validity  as  if  served  upon  the  society,  and  that  the  authority  shall 
continue  in  force  so  long  as  any  liability  remains  outstanding  in 
this  state.  Copies  of  such  appointment,  certified  by  said  super- 
intendent of  insurance,  shall  be  deemed  sufficient  evidence  thereof, 
and  shall  be  admitted  in  evidence  with  the  same  force  and  effect 
as  would  the  original.  Such  service  may  be  made  upon  such  at- 
torney, or,  in  his  absence,  upon  the  person  in  charge  of  his  office 
and  shall  be  deemed  sufficient  service  upon  such  society;  provided, 
however,  that  no  such  service  shall  be  valid  or  binding  against 
any  such  society  when  it  is  required  thereunder  to  file  its  answer, 
pleading  or  defense  in  less  than  twenty  days  from  the  date  of 
such  service  of  such  process.  When  legal  process  against  any 
such  society  is  served  upon  said  superintendent  of  insurance,  he 
shall  forthwith  forward  by  registered  mail  one  of  the  duplicate 
copies  thereof,  prepaid,  directed  to  its  secretary  or  corresponding 
officer. 

§  2.  This  act  shall  take  effect  immediately. 
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Chap.  108. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  requiring 
adjusters  of  loss  or  damage  by  fire  to  procure  a  certificate  of 
authority  from  the  superintendent  of  insurance. 

Became  a  law  April  3,  1914,  with  the  approval  of  the  Governor.     Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  thirty-eight-a  of  chapter 
thirty-three  of  the  laws  of  nineteen  hundred  and  nine,  entitled 
**An  act  in  relation  to  insurance  corporations,  constituting  chap- 
ter twenty-eight  of  the  consolidated  laws,"  as  added  by  chapter 
twenty-two  of  the  laws  of  nineteen  hundred  and  thirteen  and 
amended  by  chapter  five  hundred  and  twenty-two  of  the  laws  of 
nineteen  hundred  and  thirteen,  is  hereby  amended  to  read  as 
follows: 

§  las-a.  Public  adjusters;  certificate  of  authority.  The  term 
"public  adjuster''  in  this  section  shall  include  every  person, 
partnership,  association  or  corporation  advertising,  soliciting 
business  or  holding  himself  or  itself  out  to  the  public  as  an  ad- 
juster of  loss  or  damage  by  fire,  or  receiving  any  compensation  or 
reward  for  the  giving  of  advice  or  assistance  to  the  assured  in  the 
adjustment  of  claims  for  loss  or  damage  by  fire,  and  all  persons 
who  for  compensation  or  reward,  whether  by  way  of  salary  or 
conmiission  or  otherwise,  solicit  business,  investigate  or  adjust 
losses  or  advise  the  assured  with  reference  to  claims  for  loss  or 
damage  by  fire,  on  behalf  of  any  other  person,  partnership,  asso- 
ciation or  corporation  engaged  in  the  business  of  adjusting  loss 
or  damage  by  fire. 

No  person,  partnership,  association  or  corporation  shall  act  as  a 
public  adjuster,  or  receive  for  or  because  of  services  rendered  in 
the  adjustment  of  any  claim  or  claims  for  loss  or  damage  by  fire 
under  a  policy  or  policies  of  insurance  upon  property  within  this 
state  any  money  or  commission  or  other  thing  of  value,  without 
first  procuring  a  certificate  of  authority  to  act  as  a  public  adjuster 
from  the  superintendent  of  insurance. 
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The  superintendent  of  insurance  shall  issue  adjusters'  certifi- 
cates of  authority  to  persons,  partnerships^  associations  or  cor- 
porations applying  therefor,  whom  he  deems  to  be  trustworthy 
and  competent  to  transact  business  as  public  adjusters  in  such 
manner  as  to  safeguard  the  interests  of  the  public. 

A  certificate  of  authority  issued  to  a  corporation,  partnership 
or  association  shall  authorize  only  the  ofiicers  and  directors  of  the 
corporation,  or  the  members  of  the  partnership  or  association, 
specified  in  the  certificate.  The  fee  to  be  paid  to  the 
superintendent  of  insurance  by  the  applicant  for  such  adjuster's 
certificate  at  the  time  the  application  is  made,  and  annually  for 
the  renewal  thereof,  shall  be  twenty-five  dollars.  If  the  appli- 
cant be  a  corporation,  partnership  or  association  such  fee  shall 
be  paid  for  each  person  specified  in  the  certificate. 

Every  adjuster's  certificate  of  authority  shall  expire  on  the 
thirty-first  day  of  December  of  the  calendar  year  in  which  the 
same  shall  have  been  issued,  but  if  an  application  for  the  renewal 
of  any  such  certificate  shall  have  been  filed  with  the  superintend- 
ent of  insurance  before  January  first  of  any  year  the  certificate  ot 
authority  sought  to  be  renewed  shall  continue  in  full  force  and 
effect  until  the  issuance  by  the  superintendent  of  insurance  of  the 
new  certificate  applied  for  or  until  five  days  after  the  superin- 
tendent of  insurance  shall  have  refused  to  issue  such  new  certifi- 
cate and  shall  have  served  notice  of  such  refusal  on  the  applicant 
therefor.  Service  of  such  notice  may  be  made  either  personally 
or  by  mail,  and  if  by  mail,  shall  be  deemed  complete  if  such  notice 
is  deposited  in  the  post  office,  postage  prepaid,  directed  to  the  ap- 
plicant at  the  place  of  business  specified  in  the  application. 

Before  any  adjuster's  certificate  of  authority  shall  be  issued 
by  the  superintendent  of  insurance  there  must  be  filed  in  his  office 
a  written  application  therefor.  Such  application  shall  be  in  the 
form  or  forms  and  supplements  thereof  prescribed  by  the  super- 
intendent of  insurance  and  must  set  forth  (1)  the  name  and  ad- 
dress of  the  applicant,  and  if  the  applicant  be  a  partnership  or 
association,  the  name  and  address  of  each  member  thereof,  and  if 
the  applicant  be  a  corporation,  the  name  and  address  of  each  of 
its  officers  and  directors;  (2)  whether  any  certificate  of  authority 
as  agent,  broker  or  adjuster  has  been  issued  theretofore  by  the 
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superintendent  of  insurance  to  the  applicant^  and,  if  the  applicant 
be  an  individual,  whether  any  such  certificate  has  been  issued 
theretofore  to  any  partnership  or  association  of  which  he  was  or 
is  a  member  or  to  any  corporation  of  which  he  was  or  is  an  ofiicer 
or  director,  and,  if  the  applicant  be  a  partnership  or  association, 
whether  any  such  certificate  has  been  issued  theretofore  to  any 
member  thereof,  and,  if  the  applicant  be  a  corporation,  whether 
any  such  certificate  has  been  issued  theretofore  to  any  officer  or 
director  of  such  corporation;  (3)  the  business  in  which  the  appli- 
cant has  been  engaged  for  the  year  next  preceding  the  date  of  the 
application,  and,  if  employed  by  another,  the  name  or  names  and 
address  or  addresses  of  such  employer  or  employers;  (4)  such  in- 
formation as  the  superintendent  of  insurance  may  require  of  ap- 
plicants to  enable  him  to  determine  their  trustworthiness  and 
competency  to  transact  the  business  of  adjuster  in  such  manner 
as  to  safeguard  the  interests  of  the  public. 

An  application  for  an  adjuster's  certificate  of  authority  must 
be  signed  and  verified  by  the  applicant  and,  if  made  by  a  partner- 
ship  or  association,  by  each  member  thereof  and  if  made  by  a  cor- 
p(H:ation  by  each  officer  and  director  thereof  to  be  authorized 
thereby  to  act  as  an  adjuster. 

A  corporation,  association  or  partnership  to  which  a  certifi- 
cate of  authority  shall  have  been  issued  by  the  superintend- 
ent of  insurance  under  this  section  may  at  any  time  make  an 
application  to  the  superintendent  of  insurance  for  the  issuance  of 
a  supplemental  certificate  of  authority  authorizing  additional  offi- 
cers or  directors  of  the  corporation  or  members  of  the  partnership 
or  association  to  act  as  adjusters,  and  the  superintendent  of  in- 
surance may  thereupon  issue  to  such  corporation,  association  oi 
partnership  a  supplemental  certificate  accordingly  upon  the  pay- 
ment of  an  additional  fee  for  each  member  or  officer  or  director 
thereby  authorized  to  act  as  an  adjuster. 

A  certificate  issued  under  this  section  shall  be  revoked  by  the 
superintendent,  if,  after  due  investigation,  he  determines  that  the 
holder  of  such  certificate  (1)  has  violated  any  provision  of  this 
chapter;  or  (2)  has  made  a  material  misstatement  in  the  applica- 
tion for  such  certificate;  or  (3)  has  been  guilty  of  fraudulent 
practices;  or  (4)  has  demonstrated  his  incompetency  or  untrust- 
worthiness  to  transact  the  business  of  a  public  adjuster. 
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If  an  application  for  a  certificate  of  authority  under  this  section 
be  rejected  or  such  a  certificate  be  revoked  by  the  superintendent 
of  insurance  notice  thereof  shall  forthwith  be  served  on  the  appli- 
cant or  on  the  holder  of  such  certificate  either  personally  or  by 
mail,  and,  if  by  mail,  such  service  shall  be  complete  if  such  notice 
be  deposited  in  the  post  office,  postage  prepaid,  directed  to  the  ap- 
plicant or  the  holder  of  such  certificate,  as  the  case  may  be,  at  the 
place  of  business  specified  in  the  application  or  certificate. 

This  section  shall  not  apply  to  an  agent  or  employee  of  an  un- 
derwriter by  whom  a  policy  of  insurance  against  loss  or  damage 
by  fire  shall  have  been  written  upon  property  within  this  state,  in 
adjusting  loss  or  damage  under  such  policy  nor  to  a  broker  acting 
as  adjuster  without  compensation  for  a  client  for  whom  he  is  act- 
ing as  broker,  nor  to  contracts  made  by  persons,  partnerships,  as- 
sociations or  corporations  authorized  to  do  business  under  article 
nine  of  this  chapter. 

Any  person,  partnership,  association  or  corporation  violating 
any  of  the  provisions  of  this  section '  shall,  in  addition  to  any 
other  penalty  in  this  chapter  provided,  forfeit  to  the  people  of  the 
state  five  hundred  dollars. 

§  2.  This  act  shall  take  effect  immediately. 

2 
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Chap.  203. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  fraternal 

benefit  societieB. 

Became  a  law  April  7,  1014,  with  the  approval  of  the  Governor.    Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
<md  Assembly,  do  enact  as  follows: 

Section  1.  Subdivision  two  of  section  two  hundred  and  forty- 
two  of  chapter  thirty-three  of  the  laws  of  nineteen  hundred  and 
nine,  entitled  "An  act  in  relation  to  insurance  corporations,  con- 
stituting chapter  twenty-eight  of  the  consolidated  laws,"  as  added 
by  chapter  one  hundred  and  ninety-eight  of  the  laws  of  nineteen 
hundred  and  eleven,  and  amended  by  chapter  four  hundred  and 
ten  of  the  laws  of  nineteen  hundred  and  thirteen,  is  hereby 
amended  to  read  as  follows: 

2.  In  addition  to  the  annual  report  herein  required,  each  so- 
ciety shall  report,  annually,  to  the  superintendent  a  valuation 
of  its  certificates  in  force  on  December  thirty-first  last  preceding, 
excluding  those  issued  within  the  year  for  which  the  report  is 
filed,  in  cases  where  the  contributions  for  the  first  year,  in  whole 
or  in  part^  are  used  for  current  mortality  and  expenses ;  provided 
the  first  report  of  valuation  shall  be  made  as  of  December  thirty- 
first,  nineteen  hundred  and  twelve.  Such  report  of  valuation 
shall  show,  as  contingent  liabilities,  the  present  midyear  value  of 
the  promised  benefits  provided  in  the  constitution  and  laws  of 
such  society  under  certificates  then  subject  to  valuation ;  and,  as 
contingent  assets,  the  present  midyear  value  of  the  future  net 
contributions  provided  in  the  constitution  and  laws  as  the  same 
are  in  practice  actually  collected,  not  including  therein  any  value 
for  the  right  to  make  extra  assessments.  Provided  that  any  excess 
of  the  present  value  of  future  contributions  over  the  present  value 
of  promised  benefits  under  certificates  providing  for  disability 
benefits  (other  than  total  permanent  disability  in  combination 
with  death  benefits)  shall  not  be  allowed  in  reduction  of  the  lia- 
bility under  other  iorms  of  certificates.     At  the  option  of  any 
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society,  in  lieu  of  the  above,  the  valuation  may  show  the  net 
value  of  the  certificates  subject  to  valuation,  hereinbefore  pro- 
vided, and  said  net  value,  when  computed  in  case  of  monthly  con- 
tributions, may  be  the  mean  of  the  terminal  values  for  the  end  of 
the  preceding  and  of  the  current  insurance  year. 

§  2.  Section  two  hundred  and  forty-five  of  such  chapter,  as 
added  by  chapter  one  hundred  and  ninety-eight  of  the  laws  of 
nineteen  hundred  and  eleven,  and  amended  by  chapter  four  hun- 
dred and  ten  of  the  laws  of  nineteen  hundred  and  thirteen,  is 
hereby  amended  to  read  as  follows: 

§  245.  Exemption  of  certain  societies.  Nothing  contained  in 
this  article  shall  be  so  construed  as  to  effect  or  apply  to  grand  or 
subordinate  lodges  of  Masons,  Odd  Fellows,  Knights  of  Pythias 
(exclusive  of  the  insurance  department  of  the  supreme  lodge 
Knights  of  Pythias),  or  to  similar  societies,  orders  or  associa- 
tions now  doing  business  in  this  state  which  provide  benefits  ex- 
clusively through  local  or  subordinate  lodges,  or  to 

(a)  Orders,  societies  or  associations  which  limit  their  admis- 
sion to  membership  to  any  one  hazardous  occupation ; 

(b)  Domestic  societies  which  limit  their  membership  to  the 
employees  of  a  particular  city  or  town,  designated  firm,  business 
house  or  corporation  which  provide  for  a  death  benefit  of  not 
more  than  four  himdred  dollars  or  disability  benefits  of  not  more 
than  three  hundred  and  fifty  dollars  to  any  one  person  in  any  one 
year,  or  both; 

(c)  Domestic  societies  or  associations  of  a  purely  religious, 
charitable  and  benevolent  description,  which  provide  for  a  death 
benefit  of  not  more  than  four  hundred  dollars  or  for  disability 
benefits  of  not  more  than  three  hundred  and  fifty  dollars  to  any 
one  person  in  any  one  year,  or  both. 

Provided,  however,  that  any  such  society  or  association  de- 
scribed in  subdivisions  b  and  c,  which  provides  for  death  or  dis- 
ability benefits  for  which  certificates  are  issued,  and  any  such 
society  or  association  included  in  subdivision  c  which  has  more 
than  one  thousand  members,  shall  not  be  exempted  from  the  pro- 
visions of  this  section  or  chapter,  but  shall  comply  with  all  the 
requirements  thereof,  and,  provided  further,  that  nothing  in  sub- 
divisions a  and  b  of  subsection  one  of  section  two  hundred  and 
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thirty-one  of  this  chapter,  and  subsections  two,  three,  four,  five, 
six  and  seven  of  section  two  hundred  and  forty-two  of  this  chapter 
shall  affect  or  apply  to  the  Independent  Order  Free  Sons  of  Israel 
or  to  any  corporation,  society,  order  or  voluntary  association, 
which  was,  prior  to  the  first  day  of  March,  nineteen  hundred  and 
eleven,  organized  and  doing  business  in  this  state  on  the  lodge 
system,  as  provided  in  subsection  two  of  section  two  hundred  and 
thirty  of  this  chapter  which  does  not  issue  death  benefit  certifi- 
cates in  a  sum  exceeding  five  hundred  dollars  to  any  one  member 
and  whose  membership  is  confined  and  limited  exclusively  to  per- 
sons of  one  particular  faith. 

No  society  which,  by  the  provisions  of  this  section  is  exempt 
from  the  requirements  of  this  article  or  chapter,  except  any  so- 
ciety described  in  subdivision  a,  shall  give  or  allow  or  promise  to 
give  or  allow,  to  any  person  any  compensation  for  procuring  new 
members. 

The  superintendent  of  insurance  may  require  from  any  society 
or  association,  by  examination  or  otherwise,  such  information  as 
will  enable  him  to  determine  whether  such  society  or  association 
is  exempt  from  the  provisions  of  this  article  or  chapter. 

Any  fraternal  benefit  society  heretofore  organized  and  incor- 
porated and  operating  within  the  definitions  set  forth  in  section 
two  hundred  and  thirty  of  this  article  providing  for  benefits  in 
case  of  death  or  disability  resulting  solely  from  accidents,  but 
which  does  not  obligate  itself  to  pay  death  or  sick  benefits,  may  be 
licensed  under  the  provisions  of  this  article  and  shall  have  all 
the  privil^es  and  be  subject  to  all  the  provisions  and  regulatdons 
of  this  article,  except  that  the  provisions  thereof  requiring  medi- 
cal examinations,  valuations  of  benefit  certificates,  and  that  the 
certificates  shall  specify  the  amount  of  benefits,  shall  not  apply 
to  such  society. 

§  2.  This  act  shall  take  effect  immediately. 
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Ctiap.  204. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  life,  health 

and  casualty  corporations. 

Became  a  law  April  7,  1914,  with  the  approval  of  the  Governor.     Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  seventy  of  chapter  thirty-three  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  "An  act  in  relation  to  in- 
surance corporations,  constituting  chapter  twenty-eight  of  the  con- 
solidated laws,"  as  amended  by  chapter  three  hundred  and  two 
of  the  laws  of  nineteen  hundred  and  nine,  chapter  six  hundred 
and  thirty-seven  of  the  laws  of  nineteen  hundred  and  ten,  chapter 
three  hundred  and  twenty-four  of  the  laws  of  nineteen  hundred 
and  eleven,  chapters  two  hundred  and  thirty-one  and  two  hundred 
and  thirty-two  of  the  laws  of  nineteen  hundred  and  twelve  and 
chapter  three  hundred  and  four  of  the  laws  of  nineteen  hundred 
and  thirteen,  is  hereby  amended  to  read  as  follows : 

§  70.  Incorporation.  Thirteen  or  more  persons  may  become 
a  corporation  for  the  purpose  of  making  any  of  the  following 
kinds  of  insurance: 

1.  Upon  the  lives  or  the  health  of  persons  and  every  insurance 
appertaining  thereto,  and  to  grant,  purchase  or  dispose  of  an- 
nuities. 

2.  Against  injury,  disablement  or  death  resulting  from  travel- 
ing or  general  accident,  and  against  disablement  resulting  from 
sickness  and  every  insurance  appertaining  thereto. 

3.  Insuring  any  one  (a)  against  loss  or  damage  resulting  from 
accident  to  or  injury  suffered  by  an  employee  or  other  person 
and  for  which  the  person  insured  is  liable,  and  (b)  against  loss 
or  damage  to  property  caused  by  horses  or  by  any  vehicle  drawn 
by  animal  power,  and  for  which  loss  or  damage  the  person  in- 
sured is  liable. 

4.  Guaranteeing  the  fidelity  of  persons  holding  places  of  pub- 
lic or  private  trust     Guaranteeing  the  performance  of  contracts 
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other  than  insurance  policies;  guaranteeing  the  performance  of 
insurance  contracts  where  surety  bonds  are  accepted  by  states  or 
municipalities;  and  executing  or  guaranteeing  bonds  and  under- 
takings required  or  permitted  in  all  actions  or  proceedings  or  by 
law  allowed. 

4-a.  Guaranteeing  and  indenmifying  merchants,  traders  and 
those  engaged  in  business,  and  giving  credit  from  loss  and  damage 
by  reason  of  giving  and  extending  credit  to  their  customers  and 
those  dealing  with  them;  and  corporations  authorized  to  do  such 
last  named  business  in  this  subdivision  mentioned  shall  have  all 
the  powers  conferred  by  section  one  hundred  and  seventy-eight 
of  this  chapter. 

5.  Against  loss  by  burglary,  theft  or  forgery  or  any  one  or 
more  of  such  hazards. 

6.  Upon  glass  against  breakage. 

7.  Upon  steam  boilers  and  pipes,  fly-wheels,  engines  and 
machinery  connected  therewith  or  operated  thereby,  against  ex- 
plosion and  accident  and  against  loss  or  damage  to  life  or  prop- 
erty resulting  therefrom  and  against  loss  of  use  and  occupancy 
caused  thereby,  and  to  make  inspection  of  and  to  issue  certificates 
of  inspection  upon  such  boilers,  pipes,  fly-wheels,  engines  and 
machinery. 

8.  Upon  the  lives  of  horses,  cattle  and  other  live  stock  or 
against  loss  by  the  theft  of  any  of  such  property  or  both. 

9.  Against  loss  or  damage  to  automobiles  (except  loss  or  dam- 
age by  fire,  or  while  being  transported  in  any  conveyance  by  land 
or  water),  including  loss  by  legal  liability  for  damage  to  property 
resulting  from  the  maintenance  and  use  of  automobiles. 

10.  Against  loss  or  damage  by  water  to  any  goods  or  premises, 
arising  from  the  breakage  or  leakage  of  sprinklers,  pumps  or 
other  apparatus  erected  for  extinguishing  fires,  and  of  water  pipes, 
and  against  accidental  injury  to  such  sprinklers,  pumps  or  other 
apparatus,  and  against  damage  from  loss  of  use  or  occupancy  of 
premises  by  reason  of  such  breakage  or  leakage. 

11.  Against  loss  or  damage  to  elevators  or  other  property,  ex- 
cepting loss  or  damage  by  fire,  caused  by  the  maintenance,  opera- 
tion or  use  of  elevators,  and  including  loss  by  legal  liability  for 
damage  to  property  resulting  from  such  operation,  maintenance 
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or  use  of  elevators ;  by  making  and  filing  in  the  office  of  the  super- 
intendent of  insurance  a  certificate  signed  by  each  of  them,  stating 
their  intention  to  form  a  corporation  for  the  purpose  or  purposes 
named  in  some  one  of  the  foregoing  subdivisions  specifying  the 
subdivisions ;  and  setting  forth  a  copy  of  the  charter  which  they 
propose  to  adopt,  which  shall  state  the  name  of  the  proposed 
corporation,  the  place  where  it  is  to  be  located,  the  kind  of  in- 
surance to  be  undertaken,  and  under  which  of  the  foregoing  sub- 
divisions it  is  authorized,  the  mode  and  manner  in  which  its 
corporate  powers  are  to  be  exercised,  the  manner  of  electing  its 
directors  and  officers,  a  majority  of  whom  shall  be  citizens  and 
residents  of  this  state,  the  time  of  such  elections,  the  manner  of 
filling  vacancies,  the  amount  of  its  capital,  if  any,  and  such  other 
particulars  as  may  be  necessary  to  explain  and  make  manifest 
the  objects  and  purposes  of  the  corporation. 

Such  certificate  shall  be  proved  or  acknowledged  and  recorded 
in  a  book  to  be  kept  for  that  purpose,  and  a  certified  copy  thereof 
delivered  to  the  persons  executing  the  same.  A  mutual  company 
without  capital  stock,  may  be  organized  for  the  purposes  either 
separately  or  taken  together,  specified  in  the  first  and  second 
subdivisions  of  this  section.  Except  as  above  provided,  no  such 
corporation  shall  be  formed  under  this  article  for  the  purpose 
of  undertaking  any  other  kind  of  insurance  than  that  specified 
in  some  one  of  the  foregoing  subdivisions,  or  more  kinds  of  in- 
surance than  a^e  specified  in  a  single  subdivision;  but  a  corpora- 
tion other  than  a  mutual  corporation  may  be  formed  for  all  the 
purposes  combined,  or  any  two  or  more  of  them,  specified  in  the 
first  and  second  subdivision  and  clause  (a)  of  the  third  sub- 
division, or  for  all  the  purposes  combined,  or  any  two  or  more 
of  them  specified  in  the  second,  third,  fourth,  fifth,  sixth,  seventh, 
eighth,  ninth,  tenth  and  eleventh  subdivisions;  provided,  how- 
ever, that  policies  under  subdivision  nine  shall  be  issued  only 
by  companies  authorized  to  issue  policies  under  subdivisions  two, 
three  or  five.  No  corporation  or  association  shall  transact,  in 
connection  with  any  other  kind  of  insurance  mentioned  in  the 
foregoing  subdivisions,  the  business  of  guaranteeing  and  indemni- 
fying merchants,  traders  and  those  engaged  in  business  and  giv- 
ing credit  from  loss  and  damage  by  reason  of  giving  and  ex- 
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tending  credit  to  their  customers  and  those  dealing  with 
them,  except  such  corporation  or  association  as  was  author- 
ized to  transact  such  business  before  June  first,  nineteen  hun- 
dred and  five;  but  such  corporation  or  association  may  continue 
to  transact  such  business  with  all  the  powers  and  privileges  there- 
tofore possessed  or  enjoyed  by  it.  No  one  policy  issued  by  any 
one  corporation  shall  embrace  more  kinds  of  insurance  than  are 
.specified  in  one  of  such  subdivisions,  except  that  a  policy  may 
embrace  risks  specified  in  subdivisions  one  and  two,  and  in  sub- 
division two  and  clause  (a)  of  subdivision  three,  and  also  that 
eompanies  electing  to  issue  policies  under  subdivision  nine  may 
embrace  in  one  policy  risks  under  subdivision  two,  clause  (a) 
of  subdivision  three,  and  subdivisions  five  and  nine,  or  either  of 
them,  and  also  that  companies  electing  to  issue  policies  on  resi- 
dences and  private  apartments  may  embrace  in  one  policy  risks 
under  subdivisions  three,  five,  six,  seven,  ten  and  eleven  of  this 
section,  or  any  or  either  of  them. 

§  2.  This  act  shall  take  effect  immediately. 
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Emma  A.  Taylob^  as  Executrix  of  Royal  A.  Johnson,  Deceased^ 
Respondent,  v.  New  York  Lifb  Insubance  -Company,  Ap- 
pellant. 

Insurance  (life)  — part  payment  of  premium,  with  note  for  balance  thereof  — 
when  insurance  extended  thereby  until  death  of  insured  —  reversal  of  judg- 
ment entered  on  one  of  two  causes  of  action  —  when  such  reversal  does  not 
operate  as  a  bar,  upon  a  new  trial,  to  either  cause  of  action. 

1.  The  owner  of  a  life  policy  in  defendant  company  gave  a  note  for  the  pre- 
mium thereon,  which  contained  this  clause:  "This  note  is  given  in  part 
payment  of  the  premum  due  Dec.  20th,  1808,  on  the  above  policy,  with  the 
understanding  that  all  claims  to  further  insurance,  and  all  benefits  what- 
ever which  full  payment  in  cash  of  said  premium  would  have  secured,  shall 
become  immediately  void  and  be  forfeited  to  the  New  York  Life  Insurance 
Company  if  this  note  is  not  paid  at  maturity,  except  as  otherwise  provided 
in  the  policy  itself."  And  at  the  same  time  the  defendant  gave  to  the 
insured  a  receipt  which  contained  the  following  provision :  "  Received  from 
the  owner  of  Policy  No.  700973  $76.00  in  cash,  and  his  note  at  six  months 
for  $228.00,  which  continues  said  policy  in  force  until  the  twentieth  day  of 
December,  1899,  at  noon,  in  accordance  with  its  terms  and  conditions,  pro- 
vided the  above  note  is  paid  at  maturity."  When  said  note  became  due  the 
insured  paid  to  the  defendant  a  further  sum  of  $7ff  in  cash  and  the  interest 
on  said  note,  and  gave  to  the  defendant  another  note  similar  in  form  to  the 
one  quoted,  which  was  accepted  by  it,  and  received  a  receipt  in  like  form. 
The  last-mentioned  note  was  not  paid  when  due,  and  it  was  subsequently 
canceled,  but  retained  by  the  defendant.  Held,  that  the  statute  (Insurance 
Law,  I  88;  Cons.  Laws,  chap.  28),  policy  and  supplementary  agreement  con- 
tained in  the  notes  and  receipts  should  be  construed  together;  that  the 
intention  of  the  insured  to  forfeit  the  moneys  paid  unless  he  paid  the  bal- 
ance of  the  note  at  maturity  is  not  clearly  shown;  that  the  reserve  on  the 
policy  equitably  belongs  to  the  insured,  and  properly  computed  and  applied, 
together  with  the  sums  paid  as  above,  continued  the  policy  until  after  the 
date  of  his  death.  {Holly  v.  Metropolitan  Life  Ins.  Co.,  105  N.  Y.  437, 
distinguished. ) 

2.  In  the  action  against  the  life  insurance  company  the  complaint  alleged  two 
causes  of  action,  one  on  each  of  two  policies.  Judgment  was  directed  for 
the  plaintiff  and  the  amount  thereof  was  computed  by  the  court  upon  one 
of  the  policies  only.  No  judgment  of  any  kind  was  entered  in  favor  of 
defendant.  Upon  an  appeal  the  judgment  for  plaintiff  was  aflBrmed  by  the 
Appellate  Division  but  reversed  by  the  Court  of  Appeals.  Held,  that  when 
the  judgment  against  the  defendant,  obtained  in  the  first  trial,  was  reversed 
it  left  the  parties  with  their  rights  wholly  unaffected  by  any  previous  adju- 
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dication;  that  there  was  no  judgment  in  favor  of  the  defendant  upon  either 
cause  of  action,  or  any  determination  amounting  to  an  adjudication  which 
is  a  bar  upon  the  new  trial,  to  either  cause  of  action  alleged  in  the  com- 
plaint. 

Taylor  v.  N,  Y.  Life  Ins,  Co.,  153  App.  Div.  940,  affirmed. 
(Argued  May  7,  1913;  decided  June  3,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  fourth  judicial  department,  entered  De- 
cember 11,  1912,  affirming  a  judgment  in  favor  of  plaintiff  en- 
tered upon  a  deci8i<m  of  the  court  at  a  Trial  Term,  a  jury  having 
been  waived. 

The  nature  of  the  action  and  the  facts,  so  far  as  material,  are 
stated  in  the  opinion. 

James  H.  Mcintosh,  Jerome  L.  Cheney  and  Frank  J.  O'Neill 
for  appellant. 

Charles  E.  Spencer  for  respondent 

CuuLEN,  CL  J.,  Webj^eb,  Willabd  Babtubtt,  Hibgooe, 
CoLMH^  and  Hooan,  JJ.,  concur. 

Judgment  affirmed. 


Title  Guakanteb  and  Tbust  Company,  Individually  and  as 
Executor  of  Mary  A.  Mott,  Deceased,  Respondent,  v.  Philip 
SuoEBMAN  et  al.,  Appellants,  and  Geobge  Johnston,  as  Sub- 
stituted Trustee,  et  al.,  Bespondents. 

Title  Guarantee  d  Trust  Co,  v.  Bugerman,  153  App.  Div.  ftl2,  aflarmed. 
(Argued  May  21,  1913;  decided  June  10,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  second  judicial  department,  entered  Novem- 
ber 20,  1912,  affirming  a  judgment  in  favor  of  plaintiff  entered 
upon  a  decision  of  the  court  on  trial  at  Special  Term  in  an  action 
to  set  aside  a  trust  deed  as  void  under  the  Statute  of  Uses  and 
Trusts  and  as  being  void  as  part  of  a  usurious  transaction,  to  set 
aside  a  bond  and  mortgage  of  $5,000  on  the  ground  of  usury,  and 
to  compel  defendant,  Royal  Bank  of  New  York,  to  surrender  to 
the  plaintiff  a  certificate  for  fifteen  shares  of  the  Metropolitan 
Plate  Glass  Company,  on  the  ground  it  was  pledged  as  collateral 
for  the  usurious  loan  upon  the  said  $5,000  bond  and  mortgage, 
and  demanding  judgment  that  defendants  Sugerman  and  Koyal 
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Bank  surrender  up  and  cancel  of  record  the  assignment  and  the 
bond  and  mortgage  and  deliver  to  plaintiff  the  fifteen  shares  of 
stock  held  by  the  Boyal  Bank  of  New  York,  claiming  them  all  to 
be  one  transaction. 

L,  E.  Warren  for  appellants. 

George  D.  Bergener  for  plaintiff,  respondent. 

William  B.  Hurd,  William  H.  Good  and  Frank  G.  Wild  for  de- 
fendants, respondent. 

Judgment  affirmed,  with  costs;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Gray,  Willakd  Babtlbtt,  Chase, 
CuDDEBACK  and  HoGAN,  J  J.     Taking  no  part :  Milleb,  J. 


Town  op  Whitestoww,  Appellant  and  Kespondent,  v.  The 
Title  Guabanty  and  Subety  Company,  Respondent  and  Ap- 
pellant 

Town  of  Whiteatowfi  v.  Title  Guaranty  d  Surety  Co.,  148  App.  Div.  900, 
affirmed. 

(Argued  May  23,  1913;  decided  June  10,  1913.) 

Cboss-appbals  from  a  judgment  of  the  Appellate  Division  of 
the  Supreme  Court  in  the  fourth  judicial  department  entered 
January  10,  1912,  affirming  a  judgment  in  favor  of  plaintiff  en- 
tered upon  a  decision  of  the  court  on  trial  at  Special  Term  in  an 
action  to  recover  upon  a  fidelity  bond. 

G.  C.  Morehouse  for  plaintiff  appellant  and  respondent. 

George  E.  Denvison  for  defendant,  respondent  and  appellant. 

Judgment  affirmed,  without  costs  to  either  party ;  no  opinion. 

Concur:  Cullbn,  Ch.  J.,  Geay,  Willabd  Babtlett,  Chase, 

CUDDEBAOK,  HoOAIf  and  MiLIiEB,  JJ. 


la  the  Matter  of  the  Application  of  the  Fedebal  Union  Subety 
Company,  Appellant,  to  be  Eelieved  from  Liability  on  the 
Bond  of  Habby  S.  Dewey,  as  Receiver  of  the  Firm  of  Dixon 
&  Dewey. 

Eustace  Conway,  as  Substituted  Eeoeiver  of  the  Finn  of  Dixon 

&  Dewey,  Eespondent. 

Keported  below,  154  App.  Div.  9^36. 
(Argued  October  20,  1913;  decided  October  28,  1913.) 
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Motion  to  dismiss  an  appeal  from  an  order  and  judgment  of 
the  Appellate  Division  of  the  Supreme  Court  in  the  first  judicial 
department,  entered  January  24,  19 13^  affirming  a  final  jud^ 
ment  in  favor  of  respondent  herein. 

The  motion  was  made  upon  the  ground  that  the  Court  of 
Appeals  had  no  jurisdiction  to  review  the  order  or  judgment 
appealed  from. 

F.  Ferris  HewUt  for  motion. 

Louis  B.  Eppstein  opposed. 

Motion  denied,  with  ten  dollars  costs. 


The  People  of  the  State  of  INTew  Yobk  ex  rel.  Title  Guabt 
ANTEE  AND  Tbust  Company,  Respondent,  v.  Max  S.  Geifen- 
HAGBN,  as  Register  of  the  County  of  New  York,  Appellant. 

People  ex  rel.  Title  G.  d  T.  Co,  v.  Orifenhagen^  156  App.  Div.  854,  affirmed. 
(Argued  October  20.  lOia-,  decided  October  31,  1913.) 

Appeal  from  an  order  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  first  judicial  department,  entered  May  29, 
1913,  which  affirmed  an  order  of  Special  Term  granting  a  motion 
for  a  peremptory  writ  of  mandamus  to  compel  defendant  to  re- 
ceive and  record  a  certain  mortgage  which  he  had  refused  to 
record  on  the  ground  that  the  relator  had  not  complied  with  the 
provisions  of  section  256  of  the  Tax  Law  in  r^ard  to  indeter- 
minate mortgages. 

Thomas  Cannody,  Attorney-General  {Henry  Selden  Bacon, 
Joseph  A.  Kellogg  and  Edward  0.  Griffin  of  counsel),  for  appel- 
lant. 

Harold  Swain  and  Hamilton  C.  Bickahy  for  respondent. 

Order  affirmed,  with  costs,  on  opinion  of  McLaughlin,  J., 
below. 

Concur:  Cxtllen,  Oh.  J.,  Geat,  Collin,  Cuddeback,  Hogaw 
and  Miller,  J  J.    Absent :  Werner,  J. 


Sophia  Liesny,  Eespondent,  v.  Metropolitan  Life  Insurance 

Company,  Appellant. 

lAesny  v.  Metropolitan  Life  Ins,  Co.,  147  App.  Biv.  253,  appeal  dismissed. 
(Submitted  December  11,  1913;  decided  December  16,  1913.) 
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Appeal  from  an  order  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  fourth  judicial  department,  entered  Novem- 
ber 16,  1911,  reversing  a  judgment  in  favor  of  defendant  entered 
upon  a  verdict  and  granting  a  new  trial  in  an  action  to  recover 
upon  a  policy  of  life  insurance. 

/.  W.  Rayhill  for  appellant. 

William  F.  Bowling  for  respondent 

Appeal  dismissed,  with  costs ;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Weeneb,  Hiscock,  Chase,  Collin, 
CuDDEBAOK  and  Hooan,  J  J. 


Kline  Brothers   &  Company,   Respondent,   v.   The  German 
Union  Fire  Insurance  Company  of  Baltimore,  Appellant. 

Kline  Brothers  d  Co,  v.  German  Union  Fire  Ins.  Co.,  —  App.  Div.  — , 
affirmed. 

(Submitted  December  9,  1913;  decided  December  30,  1(^13.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  first  judicial  department,  entered  December 
6,  1911,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon  a 
verdict  in  an  action  upon  a  policy  of  fire  insurance. 

Arnold  L.  Davis  and  N,  Raymond  Heater  for  appellant. 

Frederick  M,  Czaki  and  Marion  Erwin  for  respondent. 

Judgment  affirmed,  with  costs;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Werner,  Hiscock,  Chase,  Collin, 
CuDDEBACK  and  HooAN,  JJ, 


Daniel  S.  Brassil,  Respondent,  v.  Maryland  Casualty  Com- 
pany, Appellant. 

Insurance  (liability)  —  failure  of  inanrer  to  appeal  from  judgment  against 
insured  in  action  for  injuries  to  employee  —  when  insured  who  prosecuted 
radi  appeal  and  succeeded  may  recover  expenses  thereof  although  in  excess 
of  amount  of  policy. 

Defendant  insured  plaintiff  for  $1^00  against  loss  from  oommon-law  or  statu- 
tory liability  for  damages  on  account  of  bodily  injuries  to  any  one  of  his 
employees.  Two  actions  were  brought  against  plaintiff,  one  for  damages 
sustained  by  the  injured  employee,  and  the  other  for  loss  of  service  sustained 
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by  the  father.  Plaintiffs  in  those  actions  made  overtures  for  settlement  of 
both  for  $1^00.  Plaintiff,  being  willing  to  settle  upon  that  basis,  commu- 
nicated the  fact  to  defendant.  Under  the  terms  of  its  policy  defendant 
declined  plaintiff's  proposition  and  elected  to  defend  at  its  own  cost  through 
its  own  counseL  Judgments  were  recovered  against  plaintiff  for  upwards 
of  $6,000.  Defendant  refused  to  appeal,  but  offered  $1,500  to  plaintiff  on 
condition  that  the  judgments  should  be  first  satisfied.  Then  plaintiff  took 
an  appeal  which  resulted  in  a  reversal  of  the  judgments  and  a  dismissal  of 
the  complaints.  This  action  is  to  recover  what  plaintiff  expended  in  prose- 
cuting the  appeals.  Held,  that  the  case  is  not  one  in  which  the  rights  of 
the  plaintiff  or  the  obligations  of  the  defendant  are  to  be  looked  for  in  the 
letter  of  the  contract  of  insurance;  that  the  defendant's  failure  to  appeal 
from  the  judgments  against  the  plaintiff  was  in  effect  a  breach  of  its  con- 
tract, and  that  in  the  circumstances  defendant  is  liable  for  failure  to  carry 
out  in  good  faith  the  stipulations  of  its  written  contract. 

Brassil  v.  Maryland  Casualty  Co.,  147  App.  Div.  815,  affirmed. 
(Argued  February  3,  1914;  decided  February  24,  1914.) 

Apfbax  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  first  judicial  department,  entered  Janu- 
ary 4,  1912,  affirming  a  judgment  in  favor  of  plaintiff  entered 
upon  a  verdict 

In  June,  1899,  the  defendant,  a  casualty  insurance  company, 
issued  to  the  plaintiff  its  policy  of  insurance  wherehy  it  agreed, 
in  consideration  of  the  stipulated  premium,  to  indemnify  the 
plaintiff  "  against  loss  from  common  law  or  statutory  liability 
for  damages  on  account  of  bodily  injuries"  suffered  by  any  of 
his  employees.  The  limit  of  its  liability  for  an  accident  to  any 
one  employee  was  fixed  at  $1,500.  During  the  term  of  the  policy, 
one  of  the  plaintiff's  employees,  a  young  man  named  Loughlin, 
under  the  age  of  twenty-one,  was  injured.  He  and  his  father 
commenced  actions  against  the  plaintiff  to  recover  damages  on 
account  of  the  accident.  While  these  actions  were  pending,  the 
plaintiff  received  an  offer  from  the  attorneys  for  the  Loughlins 
stating  that  they  would  settle  the  actions  for  $1,500.  This  the 
plaintiff  communicated  to  the  defendant,  and  requested  and  urged 
its  permission  to  settle  upon  that  basis.  The  defendant  refused 
the  request  upon  the  ground  that  the  sum  named  was  excessive. 
It  elected  to  defend  the  actions,  as  it  had  the  right  to  do  under 
the  provisions  of  the  policy,  and  the  actions  proceeded  to  trial, 
the  defendant  talcing  control  of  the  defense  thereof.  They  re- 
sulted in  judgments  against  the  plaintiff  here  aggregating  over 
$6,000. 
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After  all  this  had  transpired,  and  the  plaintiff  had  been  thus 
mulcted  in  damages  exceeding  by  $4,500  the  amount  for  which  he 
was  insured,  the  defendant  wrote  to  the  plaintiff  stating  that  it 
did  not  consider  an  appeal  would  be  advantageous,  that  it  would 
not  prosecute  an  appeal,  but  "  holds  itself  ready  to  comply  with 
the  terms  of  its  contract  with  you  in  case  you  should  satisfy  the 
judgment  rendered  against  you.'^  It  further  signified  its  will- 
ingness to  permit  the  plaintiff  to  substitute  his  own  attorney  to 
prosecute  an  appeal.  To  this  letter  the  plaintiff  replied,  in  sub- 
stance, that  inasmuch  as  the  defendant  had  refused  the  offer  to 
compromise  the  Loughlin  suits  for  $1,500,  and  through  its  con- 
duct had  inflicted  a  much  greater  liability  upon  him,  he  would 
hold  the  defendant  liable  for  the  full  amount 

Thereafter  the  plaintiff,  through  his  own  attorney,  appealed 
from  the  main  Loughlin  judgment  to  the  Appellate  Division  of 
the  Supreme  Court,  where  it  was  unanimously  affirmed.  He  pro- 
cured leave  to  appeal  to  this  court,  and  here  the  judgment  was 
reversed  for  errors  committed  upon  the  trial  and  a  new  trial  was 
ordered.  (Loughlin  v.  BrassU,  187  N.  Y.  128.)  No  new  trial 
was  had,  however,  and  the  Loughlin  actions  were  subsequently  dis- 
missed for  want  of  prosecution. 

This  action  was  then  commenced  to  recover  from  the  defendant 
the  expense  to  which  the  plaintiff  had  been  subjected  in  prosecut- 
ing the  appeal  from  the  Loughlin  judgment,  including  his  at- 
torney's fees  amounting,  as  claimed  by  the  plaintiff,  to  $2,611. 
He  recovered  a  judgment  of  $2,211.  On  appeal  by  the  defend- 
ant from  that  judgment  to  the  Appellate  Division  there  was  an 
affirmance.     The  defendant  has  now  appealed  to  this  court 

The  policy  first  insured  the  plaintiff  "  against  loss  from  com- 
mon  law  or  statutory  liabUity  for  damages "  to  his  employees. 
It  then  contained  certain  clauses  called  "  special  agreements/' 
among  which  was  a  limitation  of  $1,500  for  any  accident  to  an 
employee.  The  other  "  special  agreements "  have  no  bearing 
upon  this  controversy.  Attached  to  the  policy  and  printed  on  the 
reverse  side  thereof  were  a  number  of  so-called  "  conditions  pre- 
cedent.'^     Among  these  conditions  were  the  following : 

"  2.  If    *     *     *     any  suit  is  brought  against  the  Assured 
to  enforce  a  claim  for  damages  on  account  of  an  accident  covered 
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by  this  policy,  immediate  notice  thereof  shall  be  given  to  the 
Company,  and  the  Company  will  defend  against  such  proceedings 
in  the  name  and  on  behalf  of  the  Assured,  or  settle  the  same  at 
its  own  cost,  unless  it  shall  elect  to  pay  the  Assured  the  indemnity 
provided  for. 

'^  3.  The  Assured  shall  not  settle  any  claim,  except  at  his  own 
cost,  nor  incur  any  expense,  nor  interfere  in  any  negotiation  or 
settlement  or  in  any  legal  proceeding  without  the  consent  of  the 
Company  previously  obtained  in  writing.     ♦     *     ♦ 

^^8.  No  action  shall  lie  against  the  Company  as  respects  any 
loss  under  this  Policy  unless  it  shall  be  brought  by  the  Assured 
himself  to  reimburse  him  for  loss  actually  sustained  and  paid  by 
him  in  satisfaction  of  a  judgment  after  trial  of  the  issue.  No 
such  action  shall  lie  imless  brought  within  the  period  within  which 
a  claimant  might  sue  the  Assured  for  damages  unless  at  the 
expiry  of  such  period  there  is  such  an  action  pending  against  the 
Assured,  in  which  case  an  action  may  be  brought  against  the 
Company  by  the  Assured  within  thirty  days  after  final  judgment 
has  been  rendered  and  satisfied  as  above.  In  no  case  except  that 
of  minors  shall  any  action  lie  against  the  Company  after  the  expi- 
ration of  six  years  from  the  date  of  the  given  injuries  or  death. 
The  Company  does  not  prejudice  by  this  clause  any  defenses  to 
such  action  which  it  may  be  entitled  to  make  under  this  policy." 

James  J.  Mahoney  and  George  /.  Wooley  for  appellant. 

Thomas  F.  Magner  for  respondent. 

WiLLAED  Bartlett,  Ch.  J.,  HiscocK,  Chase  and  Collin,  JJ., 
concur ;  Miller,  J.,  not  sitting. 

Judgment  affirmed. 


Rachel  M.  Pbopeb,  Appellant,  v.  The  Schoharie  and  Schenec- 
tady Counties  Farmers'  Mutual  Firs  Insurance  Associa- 
tion, Bespondent. 

Proper  v.  Schoharie  d  Bcheneotady  Countiet  FarmerB  Mut.  Fire  Ins,  Aem., 
147  App.  Div.  928,  affirmed. 

(Argued  February  3,  1914;  decided  February  24,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  third  judicial  department,  entered  November 
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24,  1911,  affirming  a  judgment  in  favor  of  defendant  entered  upon 
a  dismissal  of  the  complaint  by  the  court  at  a  Trial  Term  in  an 
action  to  recover  on  a  policy  of  fire  insurance. 

Lewis  E.  Ca/rr,  C,  E.  Nichols  and  Clyde  H.  Proper  ior  appel- 
lant 

Oeorge  M,  Palmer  for  respondent 

Judgment  affirmed,  with  costs ;  no  opinion. 

Concur:  Willakd  Bartlett,  Ch.  J.,  Weener,  Hiscock, 
Collin,  Cuddeback,  Hooan  and  Miller,  J  J. 


Mary  C.  Wilcox,  Respondent,  v.  Supreme  Council  or  the 

EoYAL  Arcanum,  Appellant. 

Benefit  assodatioiiB  —  expulsion  of  member  of  fraternal  inanrance  association 
after  trial  before  committee  of  association  —  jurisdiction  —  disqualification 
of  members  of  committee  for  bias,  prejudice  and  interest  —  when  courts  wiU 
examine  proceedings  and  hold  expulsion  void  for  disqualification  of  com- 
mittee. 

1.  Where  a  member  of  a  fraternal  insurance  association  in  expelled  from  the 
association  upon  charges,  and  the  expulsion  proceedings  are  conducted 
strictly  in  accordance  with  the  laws  of  the  order,  the  courts  cannot  review 
the  proceedings  or  re-examine  the  merits  of  the  expulsion. 

2.  In  an  action,  however,  brought  against  such  an  association,  after  the 
death  of  such  expelled  member,  by  the  beneficiary  named  in  the  benefit 
certificate  to  recover  the  amount  payable  under  its  terms,  the  courts  may 
determine  whether  the  expelled  member  was  tried  according  to  the  law  of 
the  land,  and  in  particular  whether  his  judges  were  disqualified  and,  there- 
fore, without  jurisdiction. 

3.  Charges  were  preferred  against  deceased  in  his  lifetime  upon  the  ground 
that  he  had  violated  the  general  laws  of  the  order  in  that,  in  substance, 
among  other  things,  he  had  charged  the  supreme  council  of  the  order  and 
its  officers  with  graft,  fraud  and  dishonesty.  The  supreme  regent  of  the 
order  thereupon  appointed  a  committee,  consisting  of  three  members  of  such 
supreme  council,  to  try  the  charges  against  deceased.  He  objected  to  the 
jurisdiction  of  the  committee  on  the  ground  of  bias,  prejudice  and  inteiest. 
This  objection  having  been  overruled,  he  interposed  an  answer  in  which 
he  denied  that  he  was  guilty  of  the  charges  alleged  in  the  complaint.  The 
committee  found  him  guilty  of  the  chairges  above  named  and  he  was 
expelled  from  the  society.  Held,  that  where,  as  in  this  case,  there  is  no 
remedy  by  direct  review,  this  action  will  lie  and  that  a  disqualification  for 
interest  should  deprive  the  committee  of  jurisdiction;  that  the  members  of 
the  committee  were  disqualified,  by  a  direct  interest  in  the  subject-matter 
of  the  controversy,  to  act  as  judges  in  the  trial  of  deceased  upon  such 
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charges;  that  the  order  expelling  him  from  the  society  was  invalid,  and 
that  the  judgment  of  the  trial  court  in  this  action  against  the  association 
for  the  amount  due  under  the  certificate  insuring  deceased  should  be 
affirmed.     (Foot  v.  Stiles,  67  N.  Y.  399,  distinguished.) 

W'ilcoa;  v.  Royal.  Arcanum,  151  App.  Div.  297,  affirmed. 
(Argued  January  26,  1914;  decided  February  24,  1914.) 

Appeal  from  a  judgment  entered  May  21,  1912,  upon  an  order 
of  the  Appellate  Division  of  the  Supreme  Court  in  the  third 
judicial  department,  which  reversed  an  order  of  the  court  at  a 
Trial  Term  setting  aside  a  previously  directed  verdict  in  favor  of 
plaintiff  and  granting  a  new  trial,  and  reinstated  said  verdict 

Frank  Z.  Wilcox  was  expelled  from  the  Royal  Arcanum  on  the 
16th  of  March,  1906.  On  appeal  to  the  supreme  council  the  order 
of  expulsion  was  affirmed.  Thereupon  he  commenced  mandamus 
proceedings  to  compel  reinstatement  to  membership,  but  died  dur- 
ing the  pendency  of  the  proceedings.  This  action  was  then  brought 
by  his  widow,  the  beneficiary  named  in  the  benefit  certificate  held 
by  him,  to  recover  the  sum  of  $3,000,  the  amount  payable  to  her 
according  to  the  terms  of  said  certificate.  The  defendant  is  a 
fraternal  corporation  created  under  the  laws  of  the  state  of  Massa- 
chusetts. Its  highest  legislative  body  is  the  supreme  council,  con- 
sisting of  115  members.  Charges  were  preferred  against  the  de- 
ceased, a  member  of  a  subordinate  council,  to  the  supreme  regent, 
the  highest  executive  officer  of  the  defendant,  to  the  effect  that  the 
deceased  had  been  guilty  of  a  violation  of  section  627  of  the  gen- 
eral laws  of  the  Eoyal  Arcanum,  in  that  he  had  been  guilty  of 
improper  conduct  violative  of  his  duties  and  obligations,  and 
of  conduct  unbecoming  his  profession  as  a  member  of  the  order. 
In  support  of  that  charge  three  specifications  were  made, 
viz.:  (1)  and  (2)  that  he  had  violated  subdivision  2  of 
section  612  of  the  general  laws  in  that  he  had  published  or 
caused  to  be  published  in  certain  newspapers  defamatory  inter- 
views attacking  the  supreme  council  and  its  officers,  and  charging 
them  with  graft,  fraud  and  dishonesty,  and  (3)  that  he  had  openly 
denounced  the  supreme  council,  and  charged  its  officers  with  being 
grafters,  thieves  and  robbers  at  a  meeting  of  one  of  the  subordi- 
nate councils.  It  was  alleged  that  said  statements  and  utterances 
were  absolutely  false  and  untrue  and  without  any  foundation  in 
fact.    The  supreme  regent  thereupon  appointed  a  trial  committee. 
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congisting  of  three  members  of  the  supreme  council,  to  whom  'he 
referred  the  said  charges  for  trial.  The  deceased  objected  to  the 
jurisdiction  of  the  committee  on  the  ground  of  disqualificatian 
for  bias,  prejudice  and  interest.  The  objection  being  overruled, 
he  interposed  an  answer,  in  which  among  other  things  he  denied 
that  he  was  guilty  of  the  charges  alleged  in  the  complaint.  The 
committee  found  the  deceased  guilty  of  the  first  and  second  speci- 
fications and  not  guilty  of  the  third,  and  recommended  his  ex- 
pulsion. In  their  report  they  said  that  the  deceased  had  sought 
to  reflect  upon  the  individual  members  of  the  supreme  council 
and  not  the  corporate  body  itself. 

The  important  provisions  of  the  laws  of  the  order  necessary 
to  note  are  the  following : 

"  Section  612,  subd.  2.  No  circular,  resolution  or  document 
abusive  of  any  oflScer  in  the  Order,  or  any  appeal  for  money  or 
assistance  through  any  lottery  scheme,  shall  be  publijahed,  issued 
or  circulated  by  any  Council  or  member  of  the  Order. 

"  Section  627.  A  member  who  shall  be  guilty  of  any  immoral 
practice  or  improper  conduct,  violative  of  his  duties,  or  of  the 
obligation,  and  unbecoming  his  profession  as  a  member  of  the 
Order,  or  of  the  excessive  use  of  intoxicating  liquors,  or  who  shall 
enter  his  Council  in  a  state  of  intoxication,  or  who  shall  attempt 
to  commit  suicide,  or  who  shall  assign  or  transfer  his  Benefit 
Certificate  to  his  creditor  in  payment  of  or  as  security  for  his  in- 
debtedness to  such  creditor,  shall,  upon  conviction  thereof,  be 
suspended  or  expelled. 

"  Section  652.  When  any  charge  is  referred  for  trial  by  the 
Supreme  or  Grand  Regent,  a  Trial  Committee  shall  be  appointed 
by  the  officer  so  referring,  to  consist  of  not  less  than  three  and  not 
more  than  five  members  of  the  Order,  who  shall,  if  practicable, 
be  members  of  the  Supreme  or  Grand  Council,  presided  over  by 
the  officer  referring  the  charge." 

Howard  C.  Wiggins  for  appellant. 

Stewart  F,  Hancock  for  respondent. 

Wn.i4ABD  Baktlett,  Ch.  J.,  Wekneb,  Hwcock,  Chase  and 
Collin,  J  J.,  concur ;  Hogan,  J.,  not  sitting. 

Judgment  affirmed. 
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DoBY  OsTEBHouDT,  Respondent,  v.  The  Pbudential  Insubancb 

Company  of  Amebica^  Appellant. 

Reported  below,  159  App.  Div.  291. 

(Argued  February  23,  1914;  decided  March  3,  1014.) 

Motion  to  dismiss  an  appeal,  by  permission,  from  an  order  of 
the  Appellate  Division  of  the  Supreme  Court  in  the  third  judicial 
department,  entered  December  1,  1913,  which  reversed  an  order 
of  the  Ulster  County  Court  denying  a  motion  for  an  order  adjudge 
ing  defendant  in  contempt,  striking  out  its  answer  and  directing 
judgment  for  plaintiff  in  an  action  to  recover  upon  a  policy  of 
life  insuranca 

The  motion  was  made  upon  the  ground  that  the  order  appealed 
from  was  discretionary  and  not  appealable  to  the  Court  of  Appeals. 

John  D.  Echert  for  motion. 

Palmer  Ca/nfield,  Jr.,  opposed. 

Motion  denied,  with  ten  dollars  costs. 


Utica    Sanitary    Milk    Company,    Respondent,  v.    Casualty 

Company  op  Amebica,  Appellant. 

Insurance  (accident)  — insufficiency  of  notice  of  accident — duty  of  one  acting 
on  beiialf  of  both  insurer  and  insured. 

The  same  person  was  treasurer  and  manager  of  plaintiff,  which  was  holder  of 
an  employer's  liability  insurance  policy,  and  also  general  agent  of  the 
defendant,  the  insurance  company  which  issued  the  policy,  and  it  was  part 
of  his  duty  to  report  to  defendant  any  accident  which  might  result  in  a 
claim  against  the  company.  Held,  that  upon  failure  of  plaintiff  to  give 
notice  of  an  accident  to  defendant,  as  required  by  the  policy,  the  knowledge 
of  the  person  so  acting  in  a  dual  capacity  cannot  be  imputed  to  defendant 
or  be  held  ground  for  dispensing  with  the  written  notice  which  the  policy 
required. 

Uiica  Sanitary  Milk  Co,  v.  Castuilty  Co.,  162  App.  Div.  89S,  reversed. 
(Submitted  February  6,  1914;  decided  March  3,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  fourth  judicial  department,  entered  July  17, 
1912,  modifying,  and  affirming  as  modified,  a  judgment  in  favor 
of  plaintiff  entered  upon  a  decision  of  the  court  on  trial  at  Special 
Term. 
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The  defendant^  cm  or  about  March  24,  1910,  issued  to  the 
plaintiff  a  policy  of  employers'  liability  insurance,  whereby  the 
defendant  agreed  to  indemnify  the  plaintiff  for  twelve  months 
thereafter  from  loss  or  liability  arising  from  accident  or  injury  to 
any  of  the  plaintiff's  employees  up  to  a  fixed  amount. 

The  policy  contained  the  following  provision :  "  The  assured 
upon  the  occurrence  of  a  casualty  covered  hereby  shall  give  im- 
mediate written  notice  thereof,  with  the  fullest  information  ob- 
tainable at  the  time,  to  the  company's  duly  authorized  local  agent^ 
or  to  its  home  office  in  New  York  City." 

On  or  about  July  16,  1910,  an  accident  occurred  to  one  of  the 
plaintiff's  employees  named  Clark,  whereby  he  suffered  a  fracture 
of  the  leg,  which  was  a  casualty  within  the  meaning  of  the  policy. 
No  vmtten  notice  of  the  accident  was  given  to  the  defendant 
until  December  5,  1910. 

The  insurance  was  effected  through  one  Albert  R.  Hatfield,  the 
general  agent  of  the  defendant  for  the  city  of  Utica  and  vicinity, 
and  it  waa  a  part  of  his  duty  to  report  to  the  defendant  any  acci- 
dent  which  might  result  in  a  claim  against  the  company.  Hatfield 
was  a  stock-holder  and  director  of  the  plaintiff,  and  was  also  its 
treasurer  and  general  manager.  He  had  control  over  the  plain- 
tiff's business,  which  consisted  of  selling  and  delivering  milk  in 
Utica.  The  fact  that  Hatfield  was  the  trustee  and  manager  of 
the  plaintiff  was  knovTn  to  the  defendant  at  the  time  of  the  accident 
and  for  some  time  prior  thereto.  Hatfield  knew  of  the  accident 
on  the  day  it  occurred,  as  did  also  the  plaintiff's  president 

The  court  also  found  that  the  notice  required  by  the  policy 
was  not  given,  because  the  plaintiff  believed  that  no  claim  would 
be  made  by  Clark  on  account  of  his  injury.  The  plaintiff  paid 
to  the  injured  man  his  wages  for  the  three  months  succeeding  the 
accident  when  he  did  not  work,  and  on  August  26,  1910,  took 
from  him  a  written  statement  to  the  effect  that  the  plaintiff  was 
free  from  all  liability  on  accoimt  of  his  injuries. 

Sometime  later  Clark  made  a  claim  upon  the  plaintiff  for 
damages,  and  Hatfield,  on  December  5,  1910,  gave  the  defendant 
notice  of  the  claim  by  mail.  This  was  the  first  notice  the  de- 
fendant had  of  the  accident.  Subsequently  Clark  sued  the  plain- 
tiff, and  the  defendant,  the  casualty  company,  refused  to  under- 
take the  defense  of  the  action,  because  it  had  not  received  notice 
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of  the  action,  in  aocoTdanoe  with  the  proviflions  of  the  policy. 
The  action  resulted  in  a  judgment  against  the  milk  company,  the 
plaintiff  here,  and  this  suit  was  brought  by  it  to  recover  irom  the 
defendant  casualty  company,  the  amount  of  the  judgment  and  the 
costs  of  defending  the  action. 

The  court  found  that  the  condition  of  the  policy  requiring  im- 
mediate notice  to  be  given  of  any  casualty  covered  thereby  was  not 
waived,  but  decided  as  matter  of  law  that  no  such  notice  was 
required  because  Hatfield,  the  local  agent  of  the  defendant,  had 
actual  knowledge  of  the  accident  and  ordered  judgment  for  the 
plaintiff. 

Charles  P.  Ryam  for  appelant. 

James  H.  Merwin  for  respondent. 

WiLLABD  Babtlbtt,  Ch.  J.,  HiscocK,  Collin,  Hooan  and 
MiLLEB,  JJ.,  concur;  Werner,  J.,  absent 

Judgment  reversed,  etc 


QuiDO  Consentino,  Respondent,  v.  Illinois  Surety  Company, 

Appellant. 

Banking  —  deposit  of  money  for  transfer  to  postal  treasury  of  f oreisn  country 
—  depositor  cannot  recover  against  surety  of  absconding  banker  in  absence 
of  evidence  that  money  was  not  so  transferred. 

A  private  banker  engaged  in  the  business  of  selling  transportation  tickets  to 
foreign  countries  and  of  receiving  deposits  of  money  for  the  purpose  of 
transmitting  the  same,  or  the  equivalent  thereof,  to  foreign  countrios,  gave 
(L.  1D07,  ch.  186)  a  bond  to  account  for  and  pay  over  all  moneys,  or  the 
equivalent  thereof,  received  by  him  as  aforesaid.  Thereafter,  he  received 
from  the  plaintiff  a  sum  of  money  to  deposit  in  the  postal  treasury  of  the 
Kingdom  of  Italy,  and  at  the  time  that  he  gave  the  receipt  therefor  to 
plaintiff  he  said,  in  substance,  that  in  a  period  of  four  weeks  plaintiil  would 
receive  from  Rome  the  bank  book  for  such  deposit.  Less  than  a  month 
later,  the  banker  absconded,  and  the  plaintiff,  who  has  never  received  the 
bank  book  for  his  deposit,  brings  this  action  against  the  surety,  upon  the 
bond  of  the  banker,  to  recover  the  amount  of  the  deposit.  Upon  the  trial, 
plaintiff  proved  the  facts  above  stated,  but  gave  no  evidence  to  show  that 
the  banker  did  not  deposit  the  money  according  to  his  agreement  Heldf 
that  the  plaintiff  cannot  recover;  that  the  fact  that  the  bank  book  has  not 
been  delivered  to  the  plaintiff  is  not,  in  itself,  sufficient  evidence  of  default 
in  the  condition  of  the  bond  to  sustain  a  judgment  against  the  defendant 
surety. 

Consentino  v.  Illinois  Surety  Co.^  152  App.  Div.  933,  reversed. 
(Argued  March  9,  1914;  decided  March  31,  1014.) 
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Appeal  from  a  judgment  of  the  Appellate  DivisioiL  of  the 
Supreme  Court  in  the  second  judicial  department^  entered 
October  4,  1912,  aflS.rming  a  judgment  in  favor  of  plaintiff  entered 
upon  a  verdict  directed  by  the  court 

The  nature  of  the  action  and  the  facts^  so  far  as  material,  are 
stated  in  the  opinion. 

Nelson  L.  Reach  for  appellant. 

AchUle  J.  Oishei  for  respondent. 

HiscocK,  Collin  and  Cuddbback,  JJ.,  concur  with  Chase, 
J.;  WiLLAED  Bartlett,  Ch.  J.,  and  Cardozo,  J.,  concur  with 
Miller,  J. 

Judgment  reversed,  etc. 


Francesco  Eammaueo,  Kespondent,  v.  Illinois  Surety  Com- 
pany, Appellant. 

Rammauro  v.  lUinois  Surety  Co.,  152  App.  Div.  934,  affirmed. 
(Argued  March  9,  1914;  decided  March  31,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  second  judicial  department,  entered  Oc- 
tober 8,  1912,  affirming  a  judgment  in  favor  of  plaintiff  entered 
upon  a  verdict  directed  by  the  court  in  an  action  upon  a  surety 
bond. 

Nelson  L.  Reach  for  appellant 

Achille  J,  Oishei  for  respondent. 

Judgment  affirmed,  with  costs ;  no  opinion. 

Concur:  Willakd  Bartlett,  Ch.  J.,  Hibcock,  Chase,  Colltn, 
CuDDBBACK,  MiLLEB  and  Cabdozo,  JJ. 


Max  Wiener,  Respondent,  v.  Home  Title  Insurance  Company 

OF  New  York,  Appellant 

Wiener  v.  Home  Title  Ins,  Co.  of  N.  Y.,  153  App.  Div.  895,  affirmed. 
(Argued  March  12,  1914;  decided  March  31,  1914.) 

Appbal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  first  judicial  department,  entered  November 
12,  1912,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon 
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a  verdict  in  an  action  to  recover  damages  alleged  to  have  been 
occasioned  plaintiff's  assignee  through  the  fraud  and  deceit  of 
defendant 

Oeorge  O.  Reynolds  and  Hervry  JoraLemon  Davenport  for 
appellant. 

John  Bogart  and  Ahrdhdm  P.  Wilkes  for  respondent. 

Judgment  affirmed,  with  costs ;  no  opinion. 

Concur:  Hiscock,  Chase,  Collin,  Cuddeback  and  Cardozo, 
J  J.    Absent:  Willabd  Babtlett,  Ch.  J.  Not  sitting:  Millsb,  J. 


Ampersand  Hotel  Company,  Respondent,  v.  Germ  an- Am  eric  an 
Insurance  Company,  Appellant,  Impleaded  with  Another. 

Ampersand  Hotel  Co,  v.   Oermafk- American  Ins.   Co.,  153  App.  Div.  930, 
affirmed. 
(Argued  March  16,  1914;  decided  March  31.  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  third  judicial  department,  entered  No- 
vember 25,  1912,  affirming  a  judgment  in  favor  of  plaintiff 
entered  upon  a 'verdict  directed  by  the  court  in  an  action  upon 
a  policy  of  fire  insurance. 

Hartwell  Cabell  for  appellant. 

William  B.  Ellison  for  respondent. 

Judgment  affirmed,  with  costs ;  no  opinion. 

Concur:  Willard  Bartlett,  Ch.  J.,  Hiscock,  Chase,  Cudde- 
back, Miller  and  Cardozo,  JJ. 


Ampersand  Hotel  Company,  Respondent,  v.  Connecticut  Fire 
Insurance  Company,  Appellant,  Impleaded  with  Another. 

Ampersand  Hotel  Co   V.   Connecticut  Fire  Ins.    Co.,   153   App.   Div.   930, 
affirmed. 

(Argued  March  16,  1914;  decided  March  31,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  third  judicial  department,  entered  No- 
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vember  25,  1912,  aflSrmmg  a  judgment  in  favor  of  plaintiff 
entered  upon  a  verdict  directed  by  the  court  in  an  action  upon  a 
policy  of  fire  insuranca 

Hartwell  Cabell  for  appellant 

WiUiam  B.  Ellison  for  respondent. 

Judgment  affirmed,  with  costs;  no  opinion. 

Concur :  Willard  Babtlett,  Ch.  J.,  Hiscock,  Chase,  Cudde- 
BACK,  MiLLEB  and  Cakdozo,  JJ. 


Hattie  a.  Thaybb,  Appellant,  v.  Farmers'  Fire  Insurance 

Association,  Respondent. 

Thayer  v.  Fwrmen^  Fire  Ina.  Associationj,  151  App.  Div.  948,  affirmed. 
(Argued  March  20,  1914;  decided  April  3,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  third  judicial  department,  entered  July 
5,  1912,  affirming  a  judgment  in  favor  of  defendant  entered  upon 
a  yerdict  in  an  action  to  recover  upon  a  policy  of  fire  insurance. 

Walter  E.  Ward  for  appellant 

Danforth  E,  Ainsworth  for  respondent. 

Judgment  affirmed,  v^ith  costs;  no  opinion. 

Concur:     Willard     Bartlett,    Ch.    J.,    Hiscock,    Chase, 

ClJDDEBACK,   HOGAN,    MiLLER   and   CaRDOZO,   Jj. 


Lillian  E.  Hates,  Appellant,  v.  New  York  Life  Insurance 

Company,  Kespondent. 

rnsuTance  (life) — light  to  have  policy  reinstated  after  default  in  pasnnent 
of  premium  —  acts  which  operate  as  a  waiver  of  that  right. 

Plaintiff  is  the  beneficiary  under  a  policy  of  life  insurance  which  contained 
a  provision  that  in  the  event  of  non-payment  of  premium  when  due  the 
policy  might  be  reinstated  upon  certain  conditions  within  six  months 
thereafter.  A  note  which  contained  a  provision  in  effect  that,  except  as  to 
surrender  value,  the  policy  would  be  forfeited  if  the  note  was  not  paid  at 
maturity,  was  given  in  payment  of  part  of  a  quarterly  premium.  The  note 
not  having  been  paid  when  due  defendant  refused  to  reinstate  the  policy  on 
application  made  therefor,  returning  the  amount  deposited  by  the  insured 
for  that  purpose,  and  subsequently  canceled  the  policy,  mailing  a  check  to 
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the  insured  for  its  surrender  value,  less  a  loan  which  it  had  made  to  th« 
insured,  the  non-payment  of  which  also  authorized  the  cancellation  of  the 
policy.  The  insured  and  the  beneficiary  indorsed  the  check,  which  was  pay- 
able to  them  jointly,  and  it  was  retained  by  them  until  after  the  death  of 
the  insured,  although  not  presented  for  payment.  Held,  that  these  acts 
operated  as  a  waiver  by  the  insured  of  any  rights  secured  to  him  by  the 
terms  of  the  policy  for  extended  insurance  thereunder. 

Eayes  v.  N,  Y.  Life  Ins.  Co.,  150  App.  Div.  927,  affirmed. 
<Argued  February  10,  1914;  decided  April  14,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  first  judicial  department,  entered  May  22, 
1912,  affirming  a  judgment  in  favor  of  defendant  entered  upon  a 
dismissal  of  the  complaint  by  the  court  on  trial  at  Special  Term. 

The  nature  of  the  action  and  the  facts,  so  far  as  material,  are 
stated  in  the  opinion. 

Louis  Marshall  and  Abraham  Benedict  for  appellant 

James  H.  Mcintosh  for  respondent. 

WiLLARD  Bartlett,  Ch.  J.,  HiscocK,  CuDDEBACK  and  Cab- 
Dozo,  J  J.,  concur;  Chase,  J.,  concurs  in  result;  Miller,  J.,  not 
sitting. 

Judgment  affirmed,  etc. 


United   Surety   Company,   Respondent,   v.  Daniel  Mebnan, 

Appellant 

Contract  —  construction  of  instrument  given  to  indemnify  surety  company 
upon  bond  given  by  latter  company  to  guarantee  faithful  performance  of 
contract  by  construction  company  —  evidence  —  parol  evidence  tending  to 
show  meaning  of  ambiguous  contract  admissible. 

This  action  is  brought  against  the  appellant  and  another,  not  served,  to 
recover  the  annual  premium  on  a  bond  executed  by  plaintiff,  which  premium 
it  is  claimed  by  plaintiff  was  agreed  to  be  paid  by  the  defendants  by  virtue 
of  an  instrument  which  upon  its  face  recites  that  the  undersigned  have 
requested  the  surety  company  to  execute  a  bond  or  undertaking  in  behalf 
of  the  Gore-Meenan  Company  for  the  construction  of  certain  work,  and  an 
agreement  to  pay  the  premium  named  therein  annually,  and  to  indemnify 
and  keep  indemnified  the  surety  company  against  any  and  all  demands  and 
liabilities,  etc.  The  instrument  also  contains  the  language:  ''That  this 
agreement  shall  bind,  not  only  the  undersigned  jointly  and  severally,  but 
also  our  respective  heirs,  executors,  administrators,  stu^ccMors  and  assigns." 
At  the  close  of  the  instrument  is  found  the  signatures  of  the  defendants 
and  the  seal  of  their  corporation.     An  acknowledgment  was  made  by  de- 
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fendant  Gore,  described  aa  "prefiident  of  the  Qore-Meenan  Co;  "  followed 
by  an  acknowledgment  made  by  the  defendant  Meenan,  "  who  did  depose 
thai  he  was  the  secretary  of  the  Gore-Meenan  Company,  the  corporation 
deBcribed  in  and  which  executed  the  foregoing  instrument/'  reciting  also 
that  the  seal  is  affixed  by  order  of  the  corporation.  In  an  action  against 
Meenan  and  Grore  individually  to  recover  the  amount  of  an  unpaid  premium, 
held,  that  the  instrument  in  suit  was  not  free  from  ambiguity,  and  that 
parol  evidence  was  admissible  to  prove  the  circumstances  under  which  the 
same  was  executed,  also  to  establish  facts  disclosing  knowledge  of  the 
plaintiff  that  the  purpose  of  the  instrument  in  suit  was  to  bind  the  cor- 
poration and  not  the  defendant  in  this  suit. 

United  Surety  Co,  V.  Meenan,  151  App.  Div.  942,  reversed. 
(Argued  February  4,  1914;  decided  April  14,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  first  judicial  department,  entered  July  8, 
1912,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon  a 
verdict  directed  by  the  court 

June  17th,  1909,  the  Gore-Meenan  Company,  of  which  Frank 
E.  Gore  was  president,  and  the  defendant  Daniel  Meenan  was 
secretary,  together  with  the  respondent,  executed  a  bond  to  Ben- 
jamin B.  Odell,  Jr.,  and  William  E.  Paine,  as  receivers  of  the 
Thomas  McNally  Company,  in  the  sum  of  one  hundred  thousand 
dollars,  which  recited  that  the  Gore-Meenan  Company  had  entered 
into  a  contract  with  said  receivers,  bearing  date  the  15th  day  of 
June,  1909,  whereby  said  company  had  been  employed  by  said  re- 
ceivers to  construct  part  of  the  Catskill  aqueduct  between  Garrison 
and  Feekskill,  as  shown  on  the  contract  drawing  for  contract 
number  two  between  the  McNally  Company  and  the  city  of  New 
York.  The  condition  of  the  obligation  was  that  the  Gore-Meenan 
Company  should  faithfully  perform  the  contract  and  pay  bills  for 
labor  performed  and  materials  furnished.  This  bond  was  exe- 
ciuted  by  the  Gore-Meenan  Company  by  Gore  as  president. 

The  first  premium  for  six  months  of  1909  and  six  months  of 
1910,  to  wit,  for  one  year,  was  paid  by  a  check  made  by  the  Gore- 
Meenan  Company  to  the  order  of  the  plaintiff  for  $2,500,  dated 
June  21,  1909. 

It  appears  by  the  record  that  on  the  22nd  day  of  June,  1909, 
five  days  subsequent  to  the  bond  spoken  of  above,  an  application 
was  made  by  the  Gore-Meenan  Company  to  the  United  Surety 
Company  for  a  bond  on  behalf  of  the  Gore-Meenan  Company  to 
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be  executed  by  Frank  E.  Gore  and  Daniel  Meenan,  as  officers  of 
said  company;  the  amount  of  said  bond  was  to  be  one  hundred 
thousand  dollars,  and  the  nature  of  the  contract  was  the  same  as 
that  referred  to  in  the  bond  above  mentioned.  Attached  to  said 
application  was  a  statement  of  the  assets  and  liabilities  of  the 
Gore-Meenan  Company,  which  disclosed  assets  of  $191,010,  and 
liabilities  exclusive  of  capital  stock  of  $8,750.  The  application 
contained  a  covenant  to  pay  $2,500  per  annum  in  advance  to  the 
plaintiff  for  executing  said  bond,  and  with  a  requirement  that 
the  Gore-Meenan  Company  would  indemnify  and  save  harmless 
the  United  Surety  Company  by  reason  thereof.  This  application 
was  executed  in  the  name  of  the  Gore-Meenan  Company  by  Frank 
E.  Gore,  president. 

June  23,  1909,  the  day  following  the  application  referred  to, 
the  instrument  in  suit  was  executed,  which  upon  its  face  recites 
that  the  undersigned  have  requested  the  surety  company  to  exe- 
cute a  bond  or  undertaking  in  the  sum  of  one  hundred  thousand 
dollars  in  behalf  of  the  Gore-Meenan  Company  and  in  favor  of 
the  receivers  for  the  construction  of  the  work  hereinbefore  men- 
tioned, an  agreement  to  pay  the  premium  of  $2,500  annually  on 
the  17th  day  of  June  of  each  year,  and  to  indemnify  and  keep 
indemnified  the  surety  company  against  any  and  all  demands  and 
liabilities,  etc. 

The  instrument  also  contains  the  language :  "  That  this  agree- 
ment shall  bind,  not  only  the  undersigned  jointly  and  severally, 
but  also  our  respective  heirs,  executors,  administrators,  successors 
and  assigns  (as  the  case  may  be)  until  the  Company  shall  have 
executed  a  release  under  its  corporate  seal,  attested  by  the  signa- 
ture of  its  officers  proper  for  the  purpose." 

Following  the  date  of  the  instrument  it  is  signed  "  Daniel 
Meenan,*'  the  signature  extending  over  the  word  "  seal,"  "  P.  O. 
Address  35  West  88  St.,  City,"  and  "Frank  E.  Gore  (seal), 
P.  O.  Address  795  St  Nicholas  Ave,,  City,"  and  also  the  imprint 
of  a  seal,  bearing  upon  its  face  "  Gore-Meenan  Co.  New  York," 
and  in  the  center  thereof  "  Incorporated  1907."  Then  follows 
the  following  acknowledgments  before  Philip  O.  Bischoff,  notary 
public: 
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"  State  op  New  Yobk, 
County  of  New  York,  J"**' 

"  On  this  23  day  of  June,  1909,  before  me  personally  came  Frank  E.  Gore, 
President  of  the  Gore-Meenan  Co.,  to  me  personally  known  and  known  to  me 
to  be  the  individual  .described  in  and  who  executed  the  foregoing  agreement 
and  he  acknowledged  that  he  executed  the  same. 

"Philip  O.  Bischoff, 
"  tioiwry  Public  No.  82  Kings  Co.,  N.  Y. 

"  Registered  N.  Y.  County." 
"  State  of  New  York,      \ 
County  of  New  York,/*** 

"  On  the  23  day  of  June  in  the  year  1909,  before  me  personally  came 
Daniel  Meenan;  to  me  known,  who  being  by  me  duly  sworn,  did  depose  and 
say:  that  he  resides  in  35  West  88  St.  N.  Y.  City;  that  he  is  the  Secretary 
of  the  ,  the  corporation  described  in  and  which  executed  the  fore- 
going instrument;  that  he  knows  the  seal  of  said  corporation;  that  the  seal 
afiftxed  to  the  said  instrument  is  such  corporate  seal;  that  it  waa  so  affixed 
by  order  of  the  Board  of  Directors  of  the  said  corporation  and  that  he  signed 
his  name  to  the  said  instrument  by  like  order. 

"Philip  0.  Bischoff, 
"  Notary  Publio  No.  82  Kings  Co.,  N.  Y, 

"  Registered  N.  Y.  County." 

This  action  was  brought  against  Meenan  and  Gore  individually, 
though  Gore  was  not  served  in  the  action,  to  recover  the  sum  of 
$2,500,  with  interest  from  the  17th  day  of  June,  1910,  being  the 
premium  for  one  year  from  that  date.  The  defendant  Heenan 
answered  denying  that  he  had  executed  such  bond.  At  the  close 
of  the  case  judgment  was  directed  for  plaintiff  against  Meenan, 
and  upon  appeal  therefrom  the  judgment  was  affirmed  by  the 
Appellate  Division. 

H.  Snowden  Marshall j  James  A.  O'Oorman  and  Isaac  H,  Levy 
for  appellant. 

Emanuel  Blumenstiel  and  Milton  M.  Blwmenthdl  for  re- 
spondent 

WrLLABD  Babtlett,  Ch.  J.,  Werneh,  Collin  and  Cudde- 
BACK,  J  J.,  concur;  Hiscock,  J.,  dissenting;  Milleb,  J.,  not 
sitting. 

Judgment  reversed,  etc 
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The  PeopI/E  of  the  State  of  New  York,  Plaintiff,  v.  The 
METROPOLtTAN  SuRETY  CoMPANY,  Defendant. 

In  the  Matter  of  The  H.  B.  Smith  Company,  Appellant,  r. 
John  F.  Yawger,  as  Receiver  of  the  Metropolitan  Surety 
Company,  Respondent 

Bonds  —  liability  of  surety  company  upon  bond  given  for  contractor  agreeing 
to  erect  buildings  for  United  States  goyemment  under  United  States  stat- 
ute authorizing  contract  and  requiring  contractor  to  give  bond  to  secure 
payment  for  labor  and  materials  furnished  for  buildings  —  surety  company 
not  liable  unless  claim  has  been  put  in  judgment  as  required  by  the  statute. 

1.  An  act  of  Congress,  which  authorizes  or  creates  a  new  cause  of  acticm  and 
prescribes  the  limitations  thereof  and  of  its  enforcement,  makes  those 
limitations  conditions  of  the  liability  itself.  Such  an  act  is  not  a  statute 
of  limitations,  and  a  compliance  with  the  conditions  which  it  prescribes 
is  indispensable  to  the  enforcement  of  the  right  it  creates. 

2.  The  defendant  surety  company  became  surety  for  a  construction  company 
which  contracted  with  the  United  States  government  to  construct  certain 
buildings  at  West  Point.  The  statute  authorizing  the  contract  provided 
for  a  bond  from  the  contractor  with  the  obligation  that  it  would  promptly 
make  payments  to  all  persons  supplying  it  with  labor  and  materials,  and 
contained  the  following  conditions  of  recovery  thereon:  (a)  That  the 
claimants  be  made  parties  to  an  action  brought  by  the  United  States  upon 
the  bond,  by  intervention  or  directly,  in  order  that  all  rights  and  claims 
might  be  adjudicated;  (b)  that  during  a  specified  period  from  the  comple- 
tion and  final  settlement  of  the  contract,  in  case  the  United  States  had 
not  brought  an  action,  a  claimant  should  bring  suit  in  its  name  in  the 
Federal  court;  (c)  that  only  one  action  should  ever  be  brought  upon  the 
bond,  in  which  the  requisite  notice  should  be  given  to  all  known  creditors 
and  all  creditors  should  be  permitted  to  file  their  claims  in  such  action  and 
be  made  parties  thereto  within  one  year  from  the  completion  of  the  work 
under  the  contract,  and  not  later.  Under  this  statute  a  judgment  in  an 
action  prescribed  by  and  conducted  in  accordance  with  the  requirements 
of  the  statute  could  alone  render  the  bond  complete  and  absolute.  The 
means  of  enforcement  define  both  the  right  of  the  claimant  and  the  lia- 
bility of  the  surety  which  it  was  the  intention  of  Congress  to  create, 
and  no  recovery  can  be  had  upon  the  bond  until  the  conditions  imposed  by 
the  statute  have  been  complied  with. 

People  V.  Metropolitan  Surety  Co.,  169  App.  Div.  929,  affirmed. 
(Submitted  February  25,  1914;  decided  April  14,  1914.) 

Appeal,  by  permission,  from  an  order  of  the  Appellate  Division 
of  the  Supreme  Court  in  the  third  judicial  department,  entered 
November  25,  1913,  which  reversed  an  order  of  Special  Term 
confirming  the  report  of  a  referee  and  allowing  against  the  re- 
ceiver of  the  Metropolitan  Surety  Company  the  claim  of  the 
appellant  for  the  sum  of  $1,631.40. 
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The  Appellate  Division  certified  the  two  questions: 

1.  At  the  date  of  the  insolvency  of  the  defendant,  the  Metro- 
politan Surety  Company,  January  6,  1909,  had  the  claim  of  the 
claimant^  the  H.  B.  Smith  Company,  so  far  ripened  as  to  entitle 
the  claimant  to  any  share  in  the  distribution  of  the  assets  in  the 
hands  of  the  receiver  2 

2.  If  fiaid  claim  had  so  ripened,  must  the  defendant's  liability 
thereon  first  be  determined  in  the  manner  prescribed  by  the 
United  States  statute  under  which  the  bond  on  which  said  claim 
is  based  was  given,  that  is,  by  a  suit  brought  in  the  Circuit  Court 
of  the  United  States  for  the  Southern  District  of  New  York  ? 

The  questions  spring  from  the  following  facts:  August  26, 
1905,  the  Church  Construction  Company,  a  corporation,  con- 
tracted in  writing  with  the  United  States  to  construct  named 
buildings  at  West  Point,  New  York.  The  statute  (Act  of  Feb- 
ruary 24,  1905,  ch.  778;  32  U.  S.  Stat  L.  811)  required  that  the 
company  before  commencing  the  work  execute  "  the  usual  penal 
bond,  with  good  and  sufficient  sureties,  with  the  additional  obliga- 
tion that "  it  would  "  promptly  make  payments  to  all  persons  sup- 
plying" it  with  labor  and  materials  in  the  prosecution  of  the 
work,  and  provided:  "Any  person,  company  or  corporation  who 
has  furnished  labor  or  materials  used  in  the  construction  or  re- 
pair of  any  public  building  or  public  work,  the  payment  for 
which  has  not  been  made,  shall  have  the  right  to  intervene  and 
be  made  a  party  to  any  action  instituted  by  the  United  States  on 
the  bond  of  the  contractor,  and  to  have  their  rights  and  claims 
adjudicated  in  such  action  and  judgment  rendered  thereon,  sub- 
ject, however,  to  the  priority  of  the  claim  and  judgment  of  the 
United  States.  If  the  full  amount  of  the  liability  of  the  surety 
on  said  bond  is  insufficient  to  pay  the  full  amount  of  said  claims 
and  demands,  then,  after  paying  the  full  amount  due  the  United 
States,  the  remainder  shall  be  distributed  pro  rata  among  said 
intervenors.  If  no  suit  should  be  brought  by  the  United  States 
within  six  months  from  the  completion  and  final  settlement  of 
said  contract,  then  the  person  or  persons  supplying  the  contractor 
with  labor  and  materials  shall,  upon  application  therefor,  and 
furnishing  affidavit  to  the  department  under  the  direction  of 
3 
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which  said  work  has  been  prosecuted  that  labor  or  materials  for 
the  prosecution  of  such  work  has  been  supplied  by  him  or  them, 
and  payment  for  which  has  not  been  made,  be  furnished  with  a 
certified  copy  of  said  conti-act  and  bond,  upon  which  he  or  they 
shall  have  a  right  of  action,  and  shall  be,  and  are  hereby  author- 
ized to  bring  suit  in  the  name  of  the  United  States  in  the  Circuit 
Court  of  the  United  States  in  the  district  in  which  said  contract 
was  to  be  performed  and  executed,  irrespective  of  the  amount  in 
controversy  in  such  suit>  and  not  elsewhere,  for  his  or  their  use 
and  benefit,  against  said  contractor  and  his  sureties,  and  to  prose- 
cute the  same  to  final  judgment  and  execution;  Provided,  That 
where  suit  is  instituted  by  any  of  such  creditors  on  the  bond  of 
the  contractor  it  shall  not  be  commenced  until  after  the  complete 
performance  of  said  contract  and  final  settlement  thereof,  and 
shall  be  commenced  within  one  year  after  the  performance  and 
final  settlement  of  said  contract,  and  not  later;  And  provided 
further,  that  where  suit  is  so  instituted  by  a  creditor  or  by 
creditors,  only  one  action  shall  be  brought,  and  any  creditor  may 
file  his  claim  in  such  action  and  be  made  party  thereto  within 
one  year  from  the  completion  of  the  work  imder  said  contract, 
and  not  later.    If  the  recovery  on  the  bond  should  be  inadequate 
to  pay  the  amounts  found  due  to  all  of  said  creditors,  judgment 
shall  be  given  to  each  creditor  pro  rata  of  the  amount  of  the  re- 
covery.   The  surety  on  said  bond  may  pay  into  court,  for  distri- 
bution among  said  claimants  and  creditors,  the  full  amount  of  the 
sureties'  liability,  to  wit,  the  penalty  named  in  the  bond,  less  any 
amount  which  said  surety  may  have  had  to  pay  to  the  United 
States  by  reason  of  the  execution  of  said  bond,  and  upon  so  doing 
the  surety   will   be   relieved  from   further  liability;   Provided 
further.  That  in  all  suits  instituted  under  the  provisions  of  this 
act  such  personal  notice  of  the  pendency  of  such  suits,  informing 
them  of  their  rights  to  intervene  as  the  Court  may  order,  shall 
be  given  to  all  known  creditors,  and  in  addition  thereto  notice  of 
publication  in  some  newspaper  of  general  circulation,  published 
in  the  state  or  town  where  the  contract  is  being  performed,  for  at 
Irast  three  successive  weeks,  the  last  publication  to  be  at  least 
three  months  before  the  time  limited  therefor." 


Insubancb  Decisions  by  Couet  op  Appeals         .  67 

In  obedience  to  the  statute  the  company  as  principal  and  the 
Metropolitan  Surety  Company  as  surety  executed  a  bond  to  the 
United  States  in  the  penal  sum  of  $134^000^  reciting  the  contract 
between  the  company  and  the  United  States  and  containing  the 
condition^  in  effect,  that  it  should  be  void  if  the  company  per- 
formed in  full  the  contract  and  "  shall  promptly  make  full  pay- 
ments to  all  persons  supplying  it  labor  or  materials  in  the  prose- 
cution of  the  work  provided  for  in  said  contract"  The  contract 
for  the  work  was  completed  and  finally  settled  September  28^ 

1908.  The  claimant.  The  H.  B.  Smith  Company,  had  furnished 
for  it  under  a  contract  between  claimant  and  the  Church  Con- 
struction Company  apparatus  of  the  agreed  price  of  $3,279.44  of 
which  $1,631.40  has  not  been  paid  and  constitutes  the  present 
claim.  A  permanent  receiver  of  the  Church  Constructian  Com- 
pany was  appointed  May  18,  1908,  on  the  ground  of  insolvency. 
The  action  of  the  People  of  the  State  of  New  York  against  the 
Metropolitan  Surety  Company  was  commenced  on  January  6, 

1909,  and  on  January  30,  1909,  judgment  was  duly  entered 
therein  dissolving  the  surety  company  and  directing  a  just  dis- 
tribution of  the  assets  among  its  stockholders  and  fair  and  honest 
creditors  and  appointing  Yawger,  the  respondent,  permanent  re- 
ceiver, and  enjoining  and  restraining  all  creditors  of  the  surety 
company  from  commencing  any  action  or  proceeding  against  said 
surety  company  or  receiver  without  first  obtaining  leave  of  the 
court.  The  H.  B.  Smith  Company  filed  the  claim  on  May  13, 
1909,  with  the  permanent  receiver,  who  rejected  it.  The  allow- 
ance of  it  by  the  referee  to  whom  it  was  referred  waA  confirmed 
by  the  Special  Term  and  reversed  by  the  Appellate  Division. 
No  suit  on  the  bond  has  been  instituted  by  the  United  States  or 
by  any  creditor  of  the  Church  Construction  Company  in  the 
Circuit  Court  of  the  United  States  for  the  Southern  District  of 
New  York,  in  which  district  said  contract  was  performed  and 
executed.  No  payment  has  been  made  to  the  United  States  by 
the  surety  company  as  surety  on  said  bond,  nor  has  any  claim 
been  made  by  the  United  States  against  the  surety  company  as 
such  surety  for  any  amount.  The  claims  of  creditors  filed  with 
the  receiver  herein  against  the  surety  company  as  surety  on  said 
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bond  amount  in  the  aggregate  to  less  than  the  sum  of  $134,000, 
the  amount  of  the  liability  of  the  surety  company  on  said  bond. 

Tdllmadge  W,  Foster  for  appellant 

Edtwird  B.  Finch  and  Francis  X.  Brosrum  for  respondent. 

Webnee,  Chase  and  Hogan,  J  J.,  concur  with  Collin,  J.; 

WiLLARD  BaETLETT,  Ch.  J.,  HiSCOCK,  J.,  COUCUT  with  MiLLEB,  J. 

Order  aflSrmed. 


DoBY  OsTEBHOUT,  Eespoudeut,  V.  Prudential  Insurance  Com- 
pany OF  America,  Appellant 

Osterhouldt  v.  Prudential  Ins,  Co.  of  America,  159  App.  Div.  291,  affirmed. 
(Argued  April  15,  1914;  decided  May  5,  1914.) 

Appeal,  by  permission,  from  an  order  of  the  AppeUate  Division 
of  the  Supreme  Court  in  the  third  judicial  department,  entered 
December  1,  1913,  which  reversed  an  order  of  the  Ulster  County 
Court  denying  a  motion  to  strike  out  the  answer,  to  adjudge  de- 
fendant in  contempt  and  for  judgment  in  favor  of  plaintiff  as  upon 
a  default  in  an  action  upon  a  policy  of  life  insurance. 

Palmer  Canfield,  Jr.,  and  William  D.  Brimvier  for  appellant. 

N.  Frank  O'Beilly  and  John  D.  Echert  for  respondent 

Order  affirmed,  with  costs;  no  opinion. 

Concur:  Willard  Bartlbtt,  Ch.  J.,  Werner,  Hisoock, 
Chase,  Collin,  Cuddeback  and  Hooan,  JJ. 


In  the  Matter  of  the  Application  of  the  Federal  Union  Surety 
Company,  Appellant,  to  Be  Believed  from  Liability  on  the 
Bond  of  Harry  S.  Dewey,  as  Receiver  of  the  Property  of  the 
Firm  of  Dixon  &  Dewey. 

Eustace  Conway,  as  Substituted  Receiver,  et  al.,  Respondents. 

Matter  of  Federal  Union  Surety  Co.,  154  App.  Div.  936,  affirmed. 
(Argued  April  16,  1914;  decided  May  5,  1914.) 

Appeal  from  an  order  of  the  Appellate  Division  of  the  Supreme 
Court  in  the  first  judicial  department,  entered  January  24,  1913. 
which  affirmed  a  final  order  entered  upon  the  report  of  a  referee 
awarding  a  recovery  against  the  petitioner  as  surety  upon  a  re- 
ceiver's bond. 
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Joseph  Weldon  Bailey,  Louis  B.  Eppstein,  J.  Joseph  Lilly  and 
Charles  S.  Mackenzie  for  appellant 

Henry  W.  Jessup  and  Charles  F.  Williams  for  Eii8tace  Conway, 
as  substituted  receiver,  respondent 

D.  Theodore  Kelly  for  John  T.  Dixon,  respondent 

Frederick  M,  Brown  and  Homer  L,  Loomis  for  Bowring  & 
Co.,  respondent. 

Order  affirmed,  with  costs ;  no  opinion. 

Concur:  Willabd  Babtlett,  Ch.  J.,  Wbrnee,  Hiscock, 
Chase,  Collin,  Cuddeback  and  Hogan,  JJ. 


EosE  Enthoven,  Appellant,  v.  American  Fidelity  Company, 

Bespondent 

Enthoven  v.  American  Fidelity  Co.,  150  App.  Div.  928,  affirmed. 
(Argued  April  30,  1914;  decided  May  15,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  first  judicial  department,  entered  May  28, 
1912,  affirming  a  judgment  in  favor  of  defendant  entered  upon  a 
verdict  directed  by  the  court  in  an  action  to  recover  upon  a  policy 
of  accident  insurance. 

Alexander  Pfeiffer  for  appellant 

Ahram  I.  Elkus  and  Carlisle  J.  Gleason  for  respondent. 

Judgment  affirmed,  with  costs ;  no  opinion. 

Concur:  Willard  Bartlett,  Ch.  J.,  Werner,  Hiscock, 
Chase,  Cuddeback  and  Cardozo,  »TJ.    Not  sitting:   Miller,  J. 


E.  R.  Thomas  Motor  Branch  Company,  Respondent,  v.  United 
States  Fidelity  and  Guaranty  Company,  Appellant 

Thomas  Motor  Branch  Co.  v.  V.  8.  Fidelity  d  Qua/ranty  Co.,  153  App.  Div. 
32,  affirmed. 

(Argued  May  4,  1914;  decided  June  2,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  first  judicial  department,  entered  December  6, 
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1912,  reversing  a  judgment  in  favor  of  defendant  entered  upon  a 
verdict  directed  by  the  court  and  directing  judgment  for  the  plain- 
tiff in  an  action  to  recover  upon  an  undertaking. 

Benjamin  E,  Messier  for  appellant. 

William  B.  Carswell  and  O.  A.  McLaughlin  for  respondent. 

Judgment  aflSrmed,  with  costs,  on  opinion  of  Miller,  J.,  below. 

Concur:  Werner,  Hiscock,  Collin,  Cuddebaok  and  Cab- 
Dozo,  J  J.  Absent:  Willard  Bartlett,  Ch.  J.  Not  sitting: 
Miller,  J. 


In  the  Matter  of  the  Application  of  the  Federal  Union  Surety 
Company,  Appellant,  to  be  Eelieved  from  Liability  on  the 
Bond  of  Harry  S.  Dewey,  as  Receiver  of  the  Property  of  the 
Firm  of  Dixon  &  Dewey. 

Eustace  Conway,  as  Substituted  Receiver,  et  al.,  Respondents. 

(Submitted  June  1,  1914;  decided  June  9,  1914.) 

Motion  for  re-argument  denied,  with  ten  dollars  costs.     (See 
211  N.  T. .) 


The  Mason-Henry  Press,  Appellant,  v.  ^Etna  Life  Insurance 

Company,  Respondent. 

Insurance  —  employers'  liablUty  poUcy  —  dause  exempting  insurer  from  lia- 
bility arising  from  violation  of  Labor  Law  by  insured  —  when  defense  by 
insurer  of  action  by  employee  against  insured  not  a  waiver  of  such  ex- 
emption. 

1.  The  parties  to  an  employers'  liability  policy  of  insurance,  by  their  contract, 
have  a  right  to  place  a  limitation  on  the  insurer's  liability  and  to  exempt 
the  latter  from  any  claim  for  indemnity  to  the  insured  against  damages 
resulting  from  the  latter's  violation  of  the  Labor  Law. 

2.  When  an  employee  made  his  claim  for  damages  against  the  insured  basing 
such  claim  on  various  grounds  which  were  covered  by  the  policy  of  insur- 
ance, and  also  on  an  alleged  violation  of  law  which  was  not  covered  thereby, 
the  insurer  had  a  choice  between  two  courses  of  action  which  would  preserve 
the  limitation  on  its  liability  which  has  been  referred  to.  It  could  regard 
simply  the  charge  of  violation  of  law  by  the  insured  and  refuse  to  defend 
the  action,  or,  on  the  other  hand,  it  could  proceed  with  the  defense  of 
the  action  under  an  understanding  with  or  notice  to  the  insured,  express 
or  implied,  that  it  would  defend  against  all  allegations  of  fault,  and  that 
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if  in  the  end  it  should  come  ont  that  the  only  allegation  anfltained  was  the 
one  of  violation  of  law,  its  rights  should  he  preserved,  and  it  should 
not  he  liable. 

3.  Where  the  insurer  elected  to  defend  the  action,  but,  at  the  outset,  by  a 
written  notice,  called  to  the  attention  of  the  insured  an  allegation  of  the 
employee  that  he  was  being  employed  in  violation  of  law,  and  that,  if 
such  proved  to  be  the  case,  "  this  case  would  not  fall  to  us  for  attention,** 
it  did  all  that  was  necessary  and  all  that  it  could  do  to  preserve  and  assert 
its  rights  under  the  exemption  or  condition  while  thus  proceeding  with 
the  defense  of  the  case.  A  subsequent  oral  statement  by  an  agent  of  the 
insurer,  in  a  conversation  with  an  officer  of  the  insured,  that  his  company 
"  is  going  on  with  the  case  and  is  going  to  take  care  of  it "  did  not  at  all 
destroy  the  proposition  that  if  at  the  end  of  that  case  it  should  be  deter- 
mined that  the  accident  resulted  from  a  cause  not  covered  by  the  policy  the 
insurer  would  not  be  liable.  More  especially,  where,  thereafter,  the  insurer 
discovered  evidence  which  corroborated  the  employee's  claim  that  he  was 
under  age  and  had  been  employed  in  violation  of  law,  and  this  information 
was  promptly  brought  to  the  attention  of  the  insured  with  a  request  that 
it  co-operate  with  the  insuret  in  effecting  a  settlement.  (Brttssil  v.  Mary- 
land Cawalty  Co.y  210  N.  Y.  23(5,  distinguished.) 

Mason-Eenry  Press  v.  ^tna  Life  Ins,  Co.,  155  App.  Div.  876,  affirmed. 
(Argued  May  6,  1914;  decided  June  0,  1914.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  fourth  judicial  department,  entered  January 
11,  1913,  aflSrming  a  judgment  in  favor  of  defendant  entered  upon 
a  dismissal  of  the  complaint  by  the  court  at  a  Trial  Term. 

The  nature  of  the  action  and  the  facts,  so  far  as  material,  are 
stated  in  the  opinion. 

George  W,  O'Brien  and  Albert  J,  Oot  for  appellant 

Charles  E.  Spencer  for  respondent. 

WiLLAED  Babtlett,  Ch.  J.,  Weeneb,  Collin,  Cuddeback, 
MiLLEB  and  Cabdozo,  JJ.,  concur. 

Judgment  affirmed.       • 


Simon  Hbilbbunn,  Appellant,  v.  Nobth  Bbitish  and  Mbbcan- 
TiLB  Insubancb  Company  OF  LoNDON  AND  Edinbttbgh,  Re- 
spondent. 

BeUhrunn  v.  North  British  d  Mercantile  Ins.  Co,  of  London  A  Bdmburgh, 
161  App.  Div.  018,  affirmed. 

(Submitted  Jiine  1,  1914;  decided  June  16,  1914.) 

Appbal,  by  permission,  from  an  order  of  the  Appellate  Division 
of  the  Supreme  Court  in  the  first  judicial  department,  entered 
March  3,  1914,  which  affirmed  an  order  of  Special  Term  granting 
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a  motion  for  judgment  on  the  pleadings  dismissing  the  complaint 
for  failure  to  serve  a  reply  to  a  separate  defense  set  up  in  an 
action  upon  a  policy  of  fire  insurance. 

Jacob  E.  Schiff  for  appellant. 

Leo  Levy  for  respondent. 

Order  affirmed,  with  costs;  no  opinion. 

Concur:  Willard  Bartlett,  Ch.  J.,  Werner,  Hiscock, 
Chase,  Hogan,  Miller  and  Cardozo,  JJ. 


In  the  Matter  of  the  Accounting  of  Title  Guarantee  and  Trust 
Company,  as  Executor  of  William  Buchanan,  Deceased,  Re- 
spondent. 

William  H.   Buchanan  et  al.,  Appellants;   Charles  L.   Bu- 
chanan et  al..  Respondents. 

Matter  of  Title  Oua/rcmtee  d  Trust  Co.,  —  App.  Div.  — ,  affirmed. 
(Argued  June  2,  1914;  decided  June  16,  1914.) 

Appeal  from  an  order  of  the  Appellate  Division  of  the  Su- 
preme Court  in  the  first  judicial  department,  entered  January  10, 
1914,  which  modified  and  afiirmed  as  modified  a  decree  of  the 
New  York  County  Surrogate's  Court  construing  the  will  of  Wil- 
liam Buchanan,  deceased. 

Edward  R.  Oreen  and  Thomas  Garrett,  Jr,,  for  appellants. 

David  T.  Davis,  George  G.  Schreiber  and  William  B,  Symmes, 
Jr.,  for  respondents. 

Order  affirmed,  with  costs;  no  opinion. 

Concur:  Willaed  Babtlett,  Ch.  J.,  Webneb,  Hiscook, 
Chase,  Hogan,  Millee  and  Cabdozo,  JJ. 


The  People  op  the  State  of  New  Yoek,  Plaintiflf,  i;.  The 
Metbopolitan  Sueety  Company,  Defendant. 

In  the  Matter  of  the  H.  B.  Smith  Company,  Appellant,  v.  John 
F.  Yawoeb,  as  Receiver  of  the  Metbopolitan  Sueety  Com- 
pany, Respondent. 

(Submitted  June  1,  1914;  decided  June  16,  1914.) 

Motion  for  re-argument  denied,  with  ten  dollars  costs.     (See 
211  N.  Y.  107. 
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STATE  OF  NEW  YORK 

Office  of  the  Attorney-General 

Albany 
Insurance  Law,  Section  126  —  Ck>NVEBSioN  or  Mutual  into  Stock  Gobpo- 

KATION. 

Upon  conversion  of  a  mutual  fire  insurance  corporation  into  a  stock 
corporation  the  right  of  a  member  to  subscribe  to  the  capital  stoclc  is 
determined  by  the  amount  of  cash  premiums  paid  in  by  him  upon  policies 
in  force  at  the  time. 

Statement 

A  mutual  fire  insurance  company  proposes  to  convert  itself 
into  a  stock  corporation,  and  a  question  is  presented  as  to  the 
basis  on  which  the  right  to  subscribe  must  be  computed.  Is  it 
dependent  upon  the  amount  of  unearned  premiums  upon  outr 
standing  policies,  upon  the  total  amount  paid  during  the  con- 
tinuance of  insurance  in  the  company  on  the  same  properly,  or 
upon  premiums  paid  on  policies  outstanding? 

Opinion 

In  section  125  of  the  insurance  law  the  right  to  subscribe  for 
the  stock  of  a  corporation  into  which  a  mutual  corporation  is  to 
be  converted  is  declared  in  the  following  language : 

"  Every  member  •  •  •  shall  be  entitled  to  priority  in  subscribing  to  the 
capital  stock  of  such  corporation  *  *  *  in  proportion  to  the  amount  of 
cash  premiums  paid  in  by  such  member  on  unexpired  risks  in  force    *    * 


«  n 


It  is  argued  that  this  passage  may  have  any  of  the  meanii^s 
above  specified. 

I  am  of  the  opinion  that  the  pfhrase  "  unexpired  risks  in 
force  "  applies  to  policies  outstanding  and  not  to  property  insured. 
"  Risks  "  must  be  assumed  to  be  used  by  the  legislature  in  its 

[76] 
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general  sense  and  not  in  the  special  and,  strictly  speaking,  in- 
accurate sense  of  property  insured,  which  it  has  come  to  assume 
in  the  casual  language  of  the  insurance  business.  In  addition 
to  the  general  principle  of  interpretation  thus  applied,  the  phrase 
'*  unexpired  risks  in  force  "  clearly  indicates  to  my  mind  a  pur- 
pose to  exclude  former  policies  upon  the  same  property  no  longer 
in  effect,  and  while  this  interpretation  may  make  the  use  of  the 
words  "  in  force "  after  *^  unexpired "  a  mere  redundancy,  the 
existence  of  such  a  blemish  in  a  statute  is  not  so  extraordinary 
as  to  justify  the  drawing  from  it  of  an  inference  as  to  intention. 
Certainly  the  use  of  the  word  "  unexpired ''  cannot  without  a 
severe  wrenching  of  language  be  held  to  limit  the  right  to  sub- 
scribe to  that  portion  of  the  cash  paid  in  which  may  upon  com- 
putation be  found  applicable  to  that  portion  which  has  yet  to  run 
of  the  original  time  limit  of  the  policy.  The  right  to  subscribe 
is  therefore  dependent  upon  the  amount  of  cash  paid  in  premiums 
on  policies  outstanding. 
Dated  July  2,  1913. 

(Signed)         Thomas  Cabmody, 

A  ttomey-Oeneral. 

To  Hon.   William   T.   Emmet,   Superintendent   of  Insurance, 
Albany, 


STATE  OF  NEW  YORK 

Office  of  the  Attorney-General 

Albany,  July  23,  1913 

Hon.  William  T.  Emmet,  Superintendent  of  Insurance,  Albany: 
Dear  Sir:  Your  letter  of  July  15th  and  the  copies  of  the  let- 
ters and  financial  statement  enclosed,  received  by  you  from  the 
Mutual  Fire  Insurance  Company  of  Albany,  relative  to  their  pro- 
posed establishment  of  an  agency  in  !N^ew  York  city,  have  been 
carefully  read. 

Section   111    of  the  insurance  law   seems  to  be   a  complete 
answer  to  them,  absolutely,  as  I  read  it,  forbidding  the  company 
in  its  circumstances  to  do  business  in  New  York  city. 
Section  111  provides  that 
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it  XT, 


No  domestic  mutual  fire  insurance  corporation  shall  commence  business, 
if  located  in  the  city  of  New  York,  as  said  city  existed  on  the  first  day  of 
October,  eighteen  hundred  and  ninety-two,  or  in  the  county  of  Kings,  nor 
establish  any  agency  for  the  transaction  of  business  in  either  New  York  or 
Kings  county,  until  agreements  have  been  entered  into  for  insurance  with 
four  hundred  applicants,  citizens  of  this  state  and  freeholders,  each  owning 
real  estate  within  this  state  to  the  value  of  at  least  five  thousand  dollars, 
the  premiums  on  which  insurance  shall  amount  to  two  hundred  thousand  dol- 
lars, of  which  forty  thousand  dollars  shall  have  been  paid  in  in  cash,  and 
notes  of  solvent  parties,  founded  on  actual  and  bona  fide  applications  for 
insurance,  shall  have  been  received  for  the  remainder." 

The  plain  meaning  of  the  statute  seems  none  other  than  that 
a  mutual  fire  insurance  company  shall  not  commence  business  in 
New  York  city,  nor  establish  an  agency  there,  until  the  company 
has  four  hundred  applicants  for  insurance  who  each  own  prop- 
erty worth  $5,000,  and  until  premiums  received  on  such  insur- 
ance amoimt  to  $200,000.  I  cannot  accede  to  the  interpretation 
that  the  statute  meant  to  favor  a  company  starting  business  out- 
side of  New  York  city  with  privileges  in  New  York  city  which 
are  denied  to  a  company  starting,  or  attempting  to  start,  business 
in  that  city. 

The  Mutual  Fire  Insurance  Company  of  Albany  does  not  ap- 
pear to  be  in  a  condition  to  meet  the  requirements  of  the  statute 
for  doing  business  in  New  York  city. 

Very  truly  yours, 

(Signed)         Thomas  Cabmody, 

Attorney-General. 


STATE  OF  NEW  YORK 

Office  of  the  Attornby*Genbbai- 

Ai^BANY,  October  15,  1913 

Hon.  William  Temple  Emmet,  Superintendent  of  Insurance, 
Albany, 
Deae  Sir:  Replying  to  your  letter  of  October  8th,  which  en- 
closed a  copy  of  a  letter  from  the  Mutual  Fixe  Insurance  Com- 
pany of  Albany,  dated  October  7,  1913,  concerning  their  right  to 
do  business  in  New  York  and  Kings  counties,  I  have  to  say  that 
my  advice  of  July  23,  1913,  is  modified,  and  that  I  now  conclude 
that  the  company  has  a  right  to  do  business  in  those  counties. 
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The  company's  letter  of  July  12,  1913,  to  you,  upon  which  I 
based  my  opinion,  said  nothing  of  their  possession  of  accumulated 
profits  in  excess  of  $200,000,  but  attempted  to  interpret  section 
111  of  the  insurance  law  as  not  applying  to  companies  already 
organized  outside  of  New  York  and  Kings  counties.  That  all  a 
"  mutual  fire  insurance  company  located  without  the  City  of 
New  York  or  Kings  Coimty  would  have  to  show  in  order  to  es- 
tablish an  agency  in  New  York  City  or  Kings  County  would  be 
that  it  had  complied  with  the  provisions  of  law  necessary  for  it  to 
do  business  in  its  home  county."  With  such  a  conclusion  I  did 
not  agree. 

Section  113  of  the  insurance  law,  to  which  attention  is  directed, 
seems  to  construe  section  111  as  solicitous  only  that  the  $200,000 
capital  be  adequately  secured,  and  not  as  insisting  that  the  precise 
provisions  precedent  in  section  110  as  to  doing  business  in  New 
York  and  Kings  counties  continue  in  force  in  a  case  where  the 
$200,000  is  already  held  in  accumulated  profits. 

Very  truly  yours, 

Thomas  Carmody, 

Attomey-GeneraL 

By  C.  T.  Dawes, 

Deputy  Attomey-Oeneral. 


STATE  OF  NEW  YOEK 
Office  of  the  Attorney-General 

Albany 

Insurance  Law,  Section  134  —  Bond  fob  Payment  op  Taxes. 

The  requirement  of  filing  a  bond  to  secure  the  payment  of  taxes  on  in- 
surance premiums  may  be  complied  with  by  the  filing  of  one  such  bond 
for  each  agent,  notwithstanding  the  fact  of  his  representing  several 
foreign  companies. 

Inquiry 

By  chapter  304  of  the  laws  of  1913,  two  sentences  were  added 
to  section  134  of  the  insurance  law,  providing  for  the  filing  with 
the  superintendent  of  insurance  of  a  bond  for  $1,500,  by  an 
agent  desiring  to  transact  insurance  in  more  than  one  city,  town 
or  village,  instead  of  requiring  him  to  file  a  separate  bond  for  each 
place  in  which  he  carries  on  the  business.     This  amendment  was 
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introduced  at  the  request  of  the  insurance  department  and  was 
intended  to  relieve  agents  of  a  burden  unnecessarily  severe  upon 
them  and  quite  useless  as  an  added  protection  to  the  treasury. 
Under  these  requirements  is  it  necessary  that  a  separate  bond 
should  be  filed  for  each  company  represented  by  an  agent,  or  will 
one  bond  suffice? 

Opinion 

Under  the  language  of  the  statute  construed  apart  from  any 
external  facts,  two  interpretations  appear  to  be  permissible.  Sec- 
tion 133  imposes  a  tax  of  2  per  cent,  upon  premiums  paid  for 
policies  in  foreign  fire  insurance  companies,  and  provides  for  the 
distribution  of  the  sums  so  collected  for  the  benefit  of  local  fire 
departments.  Security  for  the  payment  of  this  tax  is  required 
in  section  134  which  declares  that: 

"No  person  shall,  as  agent  for  any  such  foreign  insurance  corporation, 
association  or  individual,  effect  any  insurance  *  •  *  until  he  shall  have 
executed  *  *  *  a  bond  with  a  condition  for  an  annual  accounting  and 
payment." 

The  new  provision  does  not  qualify  the  language  just  quoted 
with  regard  to  the  relationship  of  the  agent  to  the  company  or 
companies,  but  says  simply,  "  if  any  such  agent  shall  desire  to 
transact  business  in  more  than  one  city,  town  or  village,  he  may 
file  one  bond  for  $1,500  instead  of  several  for  $500  each."  There 
is  no  specific  provision  for  a  bond  to  be  given  on  account  of  each 
company  represented,  and  the  only  language  from  which  such  an 
inference  might  be  drawn  is  that  in  the  first  line  of  the  section. 

It  is  the  opinion  of  the  Department  of  Insurance  that  the 
single  bond  will  supply  adequate  security  for  the  payment  of  the 
tax  and  that  the  requirement  of  a  separate  bond  for  each  com- 
pany would  be  so  heavy  a  burden  as  to  be  almost  prohibitory.  As 
the  statute  is  open  to  the  interpretation  by  which  but  one  bond  is 
required  of  each  agent,  such  an  interpretation  may  properly  be 
applied. 

Dated  October  30,  1913. 

Thomas  Carmody, 

Attorney-General. 
To  Hon.  WiLi^iAM  T.  Emmet, 

Superintendent  of  Insurance, 
Albany,  N,  Y. 


80  Attorney-General's  Opinions 


STATE  OF  NEW  YORK 

Office  of  the  Attorney-General. 

Albany,  November  25,  1913 

Hon.     William     T.     Emmet,     Superintendent     of    Insurance, 
Albany,  N.   Y, 

Dear  Sir:  Your  communication  of  November  the  22d,  en- 
closing communications  from  the  treasurer  of  the  Metropolitan 
Life  Insurance  Company  and  Mr.  John  G.  Milburn,  received. 

It  does  not  seem  to  me  that  the  case  of  the  Memphis  Union 
Station  bonds  is  parallel  to  the  Kansas  City  Terminal  bond  mat- 
ter, upon  which  an  opinion  of  this  office  was  rendered  under  date 
of  August  9,  1911.  In  the  Kansas  City  Terminal  case  this  office 
determined  that  the  operating  agreement  was  not  a  collateral 
security.  Under  the  facts  in  that  case  submitted  to  this  office  it 
was  apparent  that  there  was  no  agreement  existing  between  the 
bondholders  and  the  railroad  companies  who  were  parties  to  the 
operating  agreement,  while  in  the  present  case  of  the  Memphis 
Union  Station  bonds  there  is  a  distinct  agreement  existing  be- 
tween the  bondholders  and  the  railroad  companies  in  the  form  of 
a  guarantee  on  the  back  of  the  bonds  by  the  various  railroad  com- 
panies. This  is  an  additional  security  that  to  my  mind  comes 
within  the  definition  of  collateral  security.  This,  of  course,  did 
not  exist  in  the  Kansas  City  Terminal  case. 

It  is  not  my  intention,  nor  do  I  deem  it  part  of  the  duties  of 
this  office  to  determine  the  adequacy  of  the  collateral  security  in 
the  Memphis  Union  Station  bonds.  What  was  attempted  to  be 
decided  in  the  Kansas  City  Terminal  case  was  that  the  so-called 
operating  agreement  was  not  a  collateral  security,  while  in  the 
present  case  of  the  Memphis  Union  Station  bonds  it  would  seem 
to  me  that  the  guarantee  on  the  back  of  the  bonds  by  the  various 
companies  brings  it  within  the  definition  of  collateral  security. 

Yours  truly, 

Thomas  Cabmody, 

4  ttomey-OeneraL 

By  James  A.  Parsons, 

Deputy  Attorney-General^ 
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STATE  OF  NEW  YORK 
Office  of  the  Attorney-General 

Albany 

Stock  Cobpobations  Law,  Section  26  —  Change  in  Numbkb  of  Dibexttobs 
OF  an  Insubance  Gobpobation. 

Whenever  a  domestic  insurance  corporation  seeks  to  increase  or  reduce 
the  number  of  its  directors,  it  is  immaterial  whether  the  consent  of  the 
Superintendent  of  Insurance  to  such  increase  or  reduction  is  obtained 
prior  to  the  meeting  and  action  of  the  stockholders  held  for  such  purpose. 

The  requirement  of  the  statute  is  satisfied  so  long  as  the  consent  of 
the  Superintendent  of  Insurance  is  obtained,  and  the  increase  or  reduc- 
tion is  not  effective  until  such  consent  is  given. 

Inquiry 

A  domestic  insurance  corporation  presents  to  the  Secretary  of 
State  a  transcript  of  proceedings  taken  pursuant  to  section  26  of 
the  Stock  Corporations  Law  of  a  meeting  of  its  stockholders  re- 
ducing the  number  of  its  directors.  The  consent  of  the  Super- 
intendent of  Insurance  to  such  reduction  was  not  procured  prior 
to  such  proceedings.  The  Superintendent  of  Insurance  requests 
an  opinion  upon  the  question  whether  this  corporation  may,  prior 
to  receiving  the  consent  of  the  Superintendent  of  Insurance,  in- 
crease or  reduce  the  number  of  its  directors,  or  take  action  thereon 
and  subsequently  obtain  such  consent 

Opinion 

The  question  for  determination  involves  the  construction  of  a 
single  sentence  of  section  26  of  the  Stock  Corporation  Law.  Be- 
fore quoting  this  sentence  I  will  briefly  state  the  substance  of  the 
other  material  portions  of  that  section.  It  is  provided  that  the 
Board  of  IKrectors  of  any  stock  corporation  may  be  increased  or 
reduced,  but  not  below  the  minimum  number  prescribed  by  law, 
when  the  stockholders  owning  a  majority  of  the  stock  of  the  cor- 
poration vote  so  to  do  at  a  meeting  to  be  held  on  such  notice  to 
each  stockholder  of  record  as  the  statute  prescribes.  It  is  further 
provided  that  such  increase  or  reduction  may  be  made  by  unani- 
mous consent  of  the  stockholders  without  a  meeting. 

This  brings  me  directly  to  that  part  of  the  section  referred  to, 
and  it  is  in  these  words: 
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"  If  a  corporation  formed  under  or  subject  to  the  banking  law,  the  consent 
of  the  superintendent  of  banks;  and  if  an  insurance  company,  the  consent  of 
the  superintendent  of  insurance  shall  he  first  obtained  to  such  increase  or  re- 
duction of  the  number  of  directors." 

I  have  underscored  the  material  words.  Was  it  intended  by 
the  use  of  this  language  to  require  the  consent  of  the  Superintend- 
ent of  Insurance  prior  to  the  stockholders'  meeting  to  reduce  the 
number  of  directors  ? 

It  is  clear  that  the  vote  of  the  stockholders  at  the  meeting  does 
not  of  itself  increase  or  reduce  the  number  of  directors,  and  will 
not  accomplish  such  purpose  until  the  Superintendent  of  Insur- 
ance gives  his  consent.  It  is  both  the  consent  and  the  action  of 
the  stockholders  which  makes  effective  the  increase  or  reduction. 
The  absence  of  either,  of  course,  makes  no  change  in  the  directorate 
of  the  corporation.  I  can  not  see  that  it  makes  any  difference 
whether  the  Superintendent's  consent  is  given  prior  to  the  stock- 
holders' action,  or  whether  it  is  given  after  such  action.  The  view 
that  I  take  of  the  statute  is  that  it  was  intended  to  prohibit  the 
increase  or  reduction  of  the  number  of  directors  of  such  a  cor- 
poration without  the  Superintendent's  consent.  The  word  *'  first " 
was  not  intended,  in  my  opinion,  to  refer  to  the  action  of  the 
stockholders  but  rather  to  the  effectiveness  of  the  increase  or  re- 
duction. The  obtaining  of  the  Superintendent's  consent  is  made, 
so  to  speak,  a  condition  precedent  to  the  reduction  of  the  directors, 
and  it  matters  little  at  just  what  step  of  the  proceeding  the  con- 
sent is  procured. 

Dated  February  6,  1914. 

Thomas  Carmody, 

Attorney-General. 
To  Hon.  William  T.  Emmbt, 

Superintendent  of  Insurance,  Albany,  iV.  F. 
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STATE  OF  NEW  YORK 

Office  of  the  Attobnby-General 

Albany,  April  18,  1914 

Hon.  Fbank  Hasbbouok,  Superintendent  of  Insurance,  Albany. 

Dbab  Sib  :  Your  favor  of  the  7th  inst.,  relative  to  the  question 
propounded  by  Messrs.  H.  H.  and  W.  L.  Morse,  attomeys-at- 
law,  of  Tarrytown,  in  regard  to  the  proper  interpretation  of  cei^ 
tain  provisions  of  the  insurance  law  as  to  directors  of  a  domestic 
fraternal  beneficiary  society,  is  at  hand. 

I  am  very  loath  to  attempt  to  answer  a  hypothetical  question 
as  to  a  condition  which  may  never  arise,  and  would  much  prefer 
to  pass  upon  a  certificate  when  actually  presented.  In  view  of 
your  desire,  however,  in  this  matter,  I  b^  leave  to  state  that  it 
is  my  view  that  this  corporation  has  no  right  to  either  take  from 
the  directors  duly  elected  the  power  to  act  or  to  limit  their  powers 
so  as  to  deprive  them  of  the  right  to  vote.  I  believe  that  imder 
section  34  of  the  general  corporations  law  the  power  of  voting  is 
inherent  in  all  directors  of  corporations  legally  elected.  The 
company  may  undoubtedly  reduce  its  number  of  voters  within 
the  limit  allowed  by  law  by  properly  following  the  procedure  out- 
lined for  that  purpose,  but  T  do  not  believe  it  can  deprive  of  any 
of  their  powers  duly  elected  directors. 

Very  truly  yours, 

Thomas  Caemody, 

A  ttomey-Oeneral. 

By  J.  A.  Kblix)go,  First  Deputy. 


STATE  OF  NEW  YOEK 
Office  of  the  Attobney-Genebal 

Albany 

Article  VII  Insurance  Law — Section  2  Membership  Corporations  Law, 
as  Amended  by  Chapter  167,  Laws  of  1914  —  Membership  Corpora- 
tions Engaged  in  Fubnishing  Disabilitt  and  Death  Benefits  to 
Members. 

Membership  corporationB  organized  pursuant  to  the  Membership  Corpo- 
rations Law  and  engaged  in  the  business  of  rendering  aid  to  members 
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limited  to  the  amount  specified  in  Bubdivision  "  c/'  of  section  245  of  the 
Insurance  Law,  are  prohibited  from  adyertising  the  furnishing  of  insur- 
ance benefits  generally. 

They  are  not  presumed  to  deal  with  the  public  generally,  but  such 
business  is  merely  incident  to  the  business  of  the  corporations.  Such 
corporations  may  issue  certificates  of  membership  to  members  in  which 
there  appears  a  description  of  the  benefits  promised  for  the  amounts  paid. 

Statement 

Certain  corporations  organized  under  the  membership  corpora- 
tions law  furnishing  disability  and  death  benefits  to  their  mem- 
bers are  advertising  such  business  extensively  as  the  furnishing  of 
insurance  benefits. 

Inquiries 

The  superintendent  of  insurance  has  submitted  for  my  opinion 
three  questions  in  reference  to  such  corporations  as  follows: 

1.  Are  not  membership  corporations  formed  for  the  purposes  I  have  re- 
ferred to,  purely  and  essentially  social  organizations  and  prohibited  from 
advertising  the  furnishing  of  insurance  benefits? 

2.  Are  such  membership  corporations  presumed  to  deal  with  the  public 
generally,  or,  in  other  words,  was  it  not  the  intent  of  the  Legislature  to  pro- 
vide a  means  whereby  persons  might  "  incorporate "  a  society  —  local  in 
nature  —  through  which  some  mutual  relief  or  voluntary  aid  might  be  ex- 
tended to  those  who  comprise  the  corporation,  merely  as  an  incident  to  its 
operations? 

3.  Can  such  membership  corporations,  under  the  amended  statute,  issue 
certificates  of  membership  to  persons  in  which  there  appears  a  description  of 
the  benefits  promised  for  the  money  consideration  involved? 

Opinion 

Article  VII  of  the  insurance  law  provides  for  the  incorporation 
of  fraternal  benefit  societies  and  defines  their  powers  and  the  con- 
ditions of  membership  and  interest  therein. 

Section  245  thereof  exempts  certain  societies  from  the  pro- 
visions of  said  article,  those  included  in  subdivision  "  o  "  of  said 
section  being  "domestic  societies  or  associations  of  a  purely 
religious,  charitable  and  benevolent  description  organized  on  Janu- 
ary 1,  1913,  which  provide  for  a  death  benefit  of  not  more  than 
four  hundred  dollars  or  disability  benefits  of  not  more  than  three 
hundred  and  fifty  dollars  to  any  one  person  in  any  one  year,  or 

both." 

Section  2  of  the  membership  corporations  law,  prior  to  an 
amendment  of  this  year,  provided  as  follows: 
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"  §  2.  Definitions.  Neither  the  term  *  membership  corporation/  nor  the 
term  'membership  corporation  created  by  special  law/  includes  a  stock  cor- 
poration, or  a  corporation  organized  for  pecuniary  profit,  or  a  corporation 
subject  to  any  of  the  provisions  of  the  insurance  law.  Subject  to  such  ex- 
ceptions, the  term  '  membership  corporation '  means  a  corporation  hereafter 
incorporated  under  this  chapter,  or  heretofore  incorporated  under  any  law 
repealed  by  this  chapter,  but  does  not  include  a  '  membership  corporation 
created  by  special  law ; '  and  the  term  '  membership  corporation  created  by 
special  law '  means  a  corporation  created  by  special  law  for  purposes  for  all 
of  which  a  corporation  might  be  created  under  this  chapter." 

By  chapter  167  of  the  laws  of  1914  this  section  was  amended 
by  adding  the  following: 

"Any  '  membership  corporation '  as  defined  by  this  chapter  agreeing  with 
members  to  render  aid  within  the  amounts  specified  in  subdivision  "  c  "  of 
section  two  hundred  and  forty-five  of  article  seven  of  the  insurance  law, 
shall  not  by  reason  of  such  agreement  be  deemed  to  violate  the  provisions  of 
the  insurance  law." 

A  membership  corporation  cannot  transact  insurance  business 
except  as  above  provided  in  said  chapter  167  of  the  Laws  of  1914. 
(Report  of  Attorney-General  1913,  p.  680.) 

Neither  can  it  be  created  "  for  pecuniary  profit" 

It  is  expressly  limited  to  rendering  aid  to  its  members  in  the 
small  amounts  specified. 

The  societies  exempted  in  subdivision  "  c "  of  the  fraternal 
benefit  societies  law  are  those  of  a  "  purely  religious,  charitable 
and  benevolent  description." 

Nowhere  does  there  appear  to  be  any  authorization  for  such 
a  society  to  advertise  its  business  as  that  of  insurance. 

Membership  corporations  rendering  similar  aid  should  be 
governed  by  the  same  restrictions. 

It  cannot  be  the  intention  of  the  law  to  permit  them  to  exten- 
sively advertise  their  insurance  features  as  such  action  might 
cause  them  to  become  corporations  "  organized  for  pecuniary 
profit,"  or  deceive  those  dealing  with  them  by  causing  them  to 
believe  that  they  were  subject  to  the  provisions  and  safeguards  of 
the  insurance  law. 

The  first  question  is,  therefore,  answered  in  the  affirmative  with 
this  sugficestion,  that  it  is  difficult  to  say  generally  where  the  line 
of  prohibition  should  be  drawn,  and  each  case  should  be  considered 
on  its  own  facts. 
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In  answer  to  the  second  question,  it  seems  to  me  that  it  was 
clearly  the  intent  of  the  laws  referred  to,  to  permit  membership 
corporations  to  render  the  aid  specified  merely  as  an  incident  to 
their  business  and  not  to  deal  generally  with  the  public. 

The  observations  made  in  answer  to  the  first  question  are  ap- 
plicable here.  It  is  difficult  to  frame  an  answer  which  will  cover 
all  cases  and  each  one  must  of  necessity,  therefore,  depend  upon 
its  own  facts. 

In  regard  to  the  third  question,  I  know  of  no  objection  to  the 
corporations  in  question  issuing  certificates  of  membership  and 
describing  the  benefits  promised  for  the  amounts  paid  therefor. 
The  right  to  make  the  agreement  carries  with  it  the  right  to  exe- 
cute the  certificate,  but  such  certificates  must^  of  course,  conform 
strictly  to  the  provisions  of  the  statutes  quoted  above  and  must 
not  be  so  worded  as  to  convey  the  impression  that  the  corporations 
issuing  them  are  engaged  in  the  general  business  of  insurance. 

Dated  June  2,  1914. 

Thomas  Cabmody, 

Attomey-Oeneral, 
To  Hon.  Frank  Hasbrouck, 

Superintendent  of  Insurance, 
Albany,  N,  Y, 


STATE  OF  NEW  YOEK 
Office  of  the  Attorney-General 

Albany 

Insttbance  Law  —  Insttbancb  Upon   Plate  Glass   Agaiitst  Breakage  — 
Business  Cobpobation  not  Authobized  to  Engage  in  Such  Business. 

A  corporation  incorporated  under  the  Business  Corporations  Law  of 
this  State,  authorized  among  other  things,  "to  purchase,  sell  and  ex- 
change window  and  plate  glass,  and  to  exchange  and  deal  in  all  kinds 
of  glass  which  may  be  required  for  any  of  the  purposes  of  the  company's 
business,  or  which  may  seem  capable  of  being  profitable  in  connection 
with  such  business;  to  examine  glass  and  repair  the  same;  to  repair, 
replace  and  exchange  any  and  all  broken  and  unbroken  glass;  to  enter 
into  agreements  for  the  purpose  of  repairing  and  exchanging  any  and 
all  broken  and  unbroken  glass,"  engages  in  insurance  when  it  enters 
into  a  written  form  of  contract  closely  resembling  the  form  of  plate  glass 
insurance  policy  used  by  insurance  companies  insuring  glass  against 
breakage,  in  which  it  agrees  with  others  to  examine  the  plate  glass  men- 


Attoenby-Genbbal's  Opinions  87 

tioned  in  the  contract  upon  notice  and  to  putty  the  same  once  a  year,  and 
"  in  the  event  that  any  of  said  plate  glass  becomes  broken  as  the  result 
of  an  accident,  to  replace  the  same  within  a  reasonable  time  after 
notice     *     *     *." 

This  is  true  although  no  money  indemnity  is  promised  in  the  contract; 
for  it  is  not  necessary  that  the  indemnity  should  be  made  in  money. 
The  replacement  of  broken  glass  is  sufficient  indemnity  or  sufficient  pro- 
tection against  loss  to  complete  the  contract  Qf  insurance. 

Such  a  contract  not  only  is  one  of  insurance,  but  it  is  in  Tiolation 
of  the  Insurance  Law. 

Inquiry 

A  corporation  incorporated  under  the  business  corporations 
law  in  this  State,  having  for  its  objects  those  mentioned  above, 
enters  into  a  written  contract  similar  to  the  form  of  policy  of 
plate  glass  insurance  companies.  In  this  contract,  which  is  made 
upon  an  expressed  money  consideration,  the  company  agreed  with 
the  party  to  whom  the  contract  is  issued,  ^^  to  examine  the  glass 
heretofore  mentioned  and  to  putty  the  same  once  in  each  year,  if 
necessary;  and  in  the  event  that  any  of  the  said  glass  becomes 
broken  as  the  result  of  an  accident,  to  replace,  the  same  within  a 
reasonable  time  after  notice  thereof  in  the  manner  aforesaid." 
With  the  inquiry  is  submitted  one  of  the  contracts  actually  issued 
by  the  corporation.  Comparing  it  with  the  form  of  policy  used 
by  plate  glass  insurance  companies  discloses  that  the  performance 
of  each  of  the  stipulations  in  the  contract  is  dependent  upon  the 
same  conditions  as  are  imposed  by  insurance  companies  under 
their  form  of  policy. 

The  superintendent  of  insurance  asks  for  an  opinion  as  to 
whether  this  company  is  doing  an  insurance  business. 

Opinion 
Section  70  of  the  insurance  law  provides  in  part : 

"Thirteen  or  more  persons  may  become  a  corporation  for  the  purpose  of 
making  any  of  the  following  kinds  of  insurance      *    *    *. 
"  6.  Upon  glass  against  breakage." 

Section  2  of  the  business  corporations  law,  under  which  the 
corporation  in  question  was  organized,  provides,  among  other 
things : 

"  Except  as  provided  in  section  two-a  of  this  chapter,  three  or  more  persons 
may  become  a  stock  corporation  for  any  lawful  business  purpose  or  purposes 
other  than  a  moneyed  corporation,  or  a  corporation  provided  for  by  the  bank- 
ing, the  insurance,  the  railroad  and  the  transportation  corporations  law." 
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It  will  be  noted  that  the  above  section  permits  the  formation  of 
a  corporation  under  the  business  corporations  law  for  any  lawful 
buBiness  purpose  or  purposes,  except  a  corporation  which  is  pro- 
vided for  by  the  banking,  tke  insurance,  the  railroad  and  the 
transportation  corporation  law.  In  other  words,  a  corporation 
may  not  be  incorporated  imder  the  business  corporations  law  and 
conduct  any  business  within  the  provisions  of  the  insurance  law. 
So  long  as  the  business  it  attempts  to  do  is  provided  for  by  the  in- 
surance law  it  is  unauthorized. 

A  solution  of  the  inquiry  may  be  helped  by  first  referring  to  an 
authoritative  definition  of  insurance.  In  Cooley's  Brief  on  the 
Law  of  Insurance,  Volume  I,  page  5,  he  states  what  is  considered 
to  be  a  good  definition  (taken  from  the  definition  of  insurance 
contained  in  the  statutes  of  Massachusetts,  1887,  chapter  214, 
section  3),  as  follows: 

"'A  contract  of  insurance  is  an  agreement  by  which  one  party,  for  a  con- 
sideration, promises  to  pay  money  or  its  equivalent,  or  do  some  act  of  value 
to  the  assured  upon  the  destruction  or  injury  of  something  in  which  the 
other  party  has  an  interest." 

I  have  made  a  comparative  examination  of  the  contract  entered 
into  by  this  company  and  the  form  of  policy  used  by  plate  glass 
insurance  companies.  From  this  examination  I  find  that  they 
closely  resemble  each  other.  Practically  all  of  the  stipulations  con- 
tained in  the  contract  in  question,  except  those  relating  to  ex- 
amination of  the  glass  and  puttying  the  same  once  in  each  year, 
are  found  in  the  insurance  policies  issued  by  the  so-called  plate 
glass  insurance  companies. 

In  the  insurance  of  plate  glass  there  is  a  single  physical  hazard 
insured  against;  namely,  breakage.  When  the  glass  is  broken 
it  is,  from  the  standpoint  of  the  insured,  destroyed  and  repair  is 
out  of  the  question.  The  insured,  when  the  glass  is  broken,  is 
then  entitled  to  a  new  glass  or  the  value  of  the  new  plate,  usually 
at  his  option.  By  practice,  I  am  informed,  it  is  customary  for 
plate  glass  insurance  companies  to  replace  broken  glass  instead 
of  paying  for  it  in  money,  and  this  is  done  largely  because  of  the 
express  stipulation  contained  in  the  policy  giving  the  insurance 
company  the  right  to  do  so. 
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Here,  it  will  be  noticed,  that  in  the  contract  iu  question  it  is 
agreed  that  in  the  event  that  any  of  such  glass  becomes  broken  as 
the  result  of  an  accident^  it  will  be  replaced  within  a  reasonable 
time. 

The  fact  that  there  is  no  money  compensation  promised  does 
not,  in  my  opinion,  alter  the  situation  and  it  is  none  the  less  in* 
surance.  The  company  agrees  to  replace  the  broken  glass  but  not 
to  indemnify  against  loss  in  money. 

Indemnity  against  loss  is  the  foundation  of  insurance,  but  in- 
demnity does  not  necessarily  mean  money,  for  it  may  assume  such 
form  as  is  agreed  upon,  provided  there  is  no  conflict  with  any 
other  legal  requirement.  The  undertaking  by  the  company  to 
replace  the  broken  glass,  is,  to  my  mind,  sufficient  indemnity  and 
is  sufficient  protection  against  loss.  It  is  a  complete  restoration 
of  the  thing  destroyed  and  a  complete  compensation  to  the  one 
who  suffers  loss. 

That  there  may  be  indemnity  without  money  compensation  is 
supported  by  authority. 

In  Elliott  on  Insurance,  p.  17,  paragraph  18,  he  says,  speaking 
on  the  subject  of  indemnity : 

"  The  fundamental  principle  at  the  base  of  every  contract  of  insurance  affect- 
ing an  interest  in  property  is  that  of  indemnity.  This  means  that  the  object 
of  the  contract  is,  in  the  event  of  loss,  to  place  the  insured  as  nearly  as  pos- 
sible within  the  terms  and  conditions  of  the  policy,  in  the  same  situation  as 
before  the  loss.  The  value  of  the  Interest  may  be  determined  after  the  loss, 
or  by  the  contract." 

See  also  the  definition  in  Cooley's  Brief  on  the  Law  of  Insur- 
ance, quoted  abova 

Physicians'  Defense  Co.  v.  Cooper,  188  Fed.  Kep.  832;  199 
Fed.  Rep.  576. 

In  that  case  it  appears  that  the  Physicians'  Defense  Co.  agreed 
in  writing  for  a  certain  annual  consideration  to  undertake  to  de- 
fend the  holders  of  its  contracts  "  against  all  suits  for  damages 
for  civil  malpractice  based  upon  professional  services  rendered 
by  himself  or  his  agents  during  the  term  of  this  contract,  at  its 
own  expense,  not  exceeding  five  thousand  dollars  in  defense  of 
.  any  one  suit  *  *  *  Said  company  does  not  obligate  itsel^f 
to  pay  or  to  assume  or  to  secure  the  payment  of  any  judgment 
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rendered  against  the  holder  hereof  in  any  suit  defended  by  it" 
It  was  contended  by  the  company  that  this  was  a  contract  for 
personal  services  and  that  it  lacked  some  of  the  essential  features 
of  insurance ;  namely,  that  the  contract  undertook  to  merely  per- 
form certain  services  for  another  and  to  pay  any  expenses  in- 
curred in  such  services  out  of  its  own  pocket,  and  that  there  was 
no  reimbursement  in  money  and  so  no  insurance.  In  writing 
for  the  court  District  Judge  Van  Fleet  said : 

"  Complainant  argues  that  the  element  of  indemnity  is  wholly  eliminated  by 
the  provision  which  exempts  it- from  obligation  to  pay  the  judgment;  and  that 
all  it  contracts  to  do  is  to  secure  competent  counsel  and,  at  its  own  expense, 
see  that  the  suit  is  properly  defended.  The  contract  is  more  or  less  artfully 
drawn  to  put  forward  this  idea,  but  not  sufficiently  so  to  conceal  the  fact  that 
such  is  not  its  underlying  purpose  and  effect  ♦  ♦  ♦.  This  is  clearly  indem- 
nity; and  obviously  it  is  not  essential  to  make  it  a  contract  of  insurance  that 
it  shall  indemnify  against  all  loss. 

'*  It  is  said  that,  if  this  is  a  contract  of  insurance,  then  the  contract  by 
which  an  attorney  for  a  stipulated  retainer  or  fee  undertakes  at  his  own  ex- 
pense to  defend  a  client  in  certain  litigation  or  against  a  certain  class  of 
suits,  or  a  contract  by  which  a  board  of  trade  undertakes  in  consideration  of 
an  annual  payment  by  its  members  to  prosecute  and  defend  at  its  own  expense 
all  litigation  growing  out  of  the  business  in  which  such  members  are  engaged, 
are  equally  contracts  of  insurance.  But  we  are  not  here  concerned  with  the 
nature  of  such  contracts.  If  attorneys  and  boards  of  trade  are  engaged  in  the 
business  of  making  such  contracts,  it  may  be  of  interest  to  the  insurance  com- 
missioner; but  all  we  are  here  concerned  with  is  whether  the  contract  under 
consideration  is  an  insurance  contract,  and  so  renders  the  complainant,  which 
is  engaged  in  the  business  of  putting  forth  such  contracts,  amenable  to  regu- 
lation under  the  insurance  laws  of  the  state.  That  the  contract  is  one  of 
insurance  I  entertain  no  doubt." 

It  is  my  opinion  that  the  corporation  in  question  is  doing  an 
insurance  business  contrary  to  the  insurance  law  of  this  State. 
Dated  June  8,  1914. 

Thomas  Cakmody, 

Attomey-Oenerai. 
To  Hon.  Frank  Hasbrouck, 

Superintendent  of  Inswrance, 
Albany,  N.  Y. 
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STATE  OF  NEW  YORK 
Attorney-General's    Office 

Albany 

Workmen's  Coupensation  Law,  Sections  2  and  3  —  State  and  Municipal- 
ities AS  Emfloyers  —  Hazabootjs  Employment  —  Wokk  fob  Pectjniaby 
Gain. 

The  Workmen's  Compensation  Law  in  its  application  to  the  State,  its 
municipal  corporations  and  other  political  Bubdivisions  thereof,  compre- 
hends only  those  hazardous  employments  classified  in  section  2  of  the  law. 

The  restriction  ol  the  term  ''  employment,"  as  defined  in  the  act,  is 
applicable  to  the  State,  its  municipalities  and  other  political  subdivisions. 

Inquiries 

From  the  Chairman  of  the  State  Workmen's  Compensation 
Commission : 


"  What  was  the  effect  of  the  amendment  to  the  Workmen's  Compensation  Act 
by  chapter  316  of  the  Laws  of  1914,  to  subdivision  3  of  section  3  of  such  act, 
striking  out  the  exclusion  of  the  State,  a  municipal  corporation  or  other  polit- 
ical subdivision,  and  substituting  therefor  their  inclusion? 

"Specifically,  what  employees  of  the  State  and  its  political  subdivisions 
are  in  your  opinion  covered,  that  is,  whether  all  employees,  or  only  such  as 
are  engaged  in  the  hazardous  employments  set  forth  in  section  2  of  the  act? 

"Also,  specifically,  whether  the  provision  of  subdivision  5  of  section  3  ap- 
plies, limiting  employment  to  *  a  trade,  business  or  occupation  carried  on  by 
the  employer  for  pecuniary  gain '  ?  " 

Opinion 

When  the  workmen's  compensation  law  waa  enacted  in  1913 
by  chapter  816  of  the  laws  of  that  year  it  contained  as  a  definition 
the  following: 

" '  Employer,'  except  when  otherwise  expressly  stated,  means  a  person,  part- 
nership, association,  corporation,  and  the  legal  representatives  of  a  deceased 
employer,  or  the  receiver  or  trustee  of  a  person,  partnership,  association  or 
corporation,  employing  workmen  in  hazardous  employments,  hut  does  not 
include  the  state  or  a  municipal  corporation  or  other  political  subdivision 
thereof." 

By  chapter  316  of  the  laws  of  1914,  this  definition  was  amended 
to  read  as  follows: 

" '  Employer,'  except  when  otherwise  expressly  stated,  means  a  person,  part- 
nership, association,  corporation,  and  the  legal  representatives  of  a  deceased 
employer,  or  the  receiver  or  trustee  of  a  person,  partnership,  association  or 
corporation,  employing  workmen  in  hazardous  employments  including  the 
state  and  a  mimicipal  corporation  or  other  political  subdivision  thereof." 

The  effect  of  this  amendment  was  to  do  away  with  the  provision 
contained   in  the  original   enactment  excepting  the   State,    its 
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municipalities  and  other  political  subdivisions  from  the  opera- 
tion of  the  law,  and  to  substitute  therefor  a  definition  expressly 
including  them  in  the  act  as  amended.  There  was,  however,  no- 
where any  provision  increasing  the  liability  of  the  State  or  its 
municipalities  or  other  political  subdivisions  beyond  that  provided 
as  to  private  corporations  and  individuals.  The  State  and  its 
political  subdivisions  were  brought  within  the  same  class  as  other 
employers  previously  made  liable. 

It  therefore  follows  that  all  the  provisions  of  the  act  are  appli- 
cable to  the  State  and  its  political  subdivisions.  There  is  no  lia- 
bility created  as  against  the  State  or  its  political  subdivisions  ex- 
cept that  created  by  section  2  of  the  act  as  to  hazardous  employ- 
ment therein  in  detail  classified. 

The  term  "  employment,"  defined  in  subdivision  5  of  section 
3  as  follows : 
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Employment'  includes  employment  only  in  a  trade,  business  or  occupa- 
tion carried  on  by  the  employer  for  pecuniary  gain." 

is  applicable  to  the  State,  its  municipalities  and  political  sub- 
divisions. It  may  very  properly  he  urged  that  there  are  not  many 
occupations  carried  on  by  the  State,  its  municipalities  and 
political  subdivision,  for  pecuniary  gain,  but  only  so  far  as  there 
are  such  occupations  has  the  statute  included  the  State  and  its 
political  subdivisions  within  its  provisions. 

There  is  no  liability  created  by  this  act  except  by  virtue  of  its 
provisions,  and  it  cannot  logically  be  urged  that  a  statute  which 
expressly  limits  its  application  to  certain  employments,  can  be 
extended  to  include  other  employments. 

When  by  the  amendment  of  1914  the  State  and  its  political 
subdivisions  were  included  within  the  definition  of  '^employer," 
no  greater  or  different  liability  was  imposed  than  that  provided 
by  the  statute  itself  as  to  employers  in  general. 

When  the  Legislature  placed  these  governmental  agencies  wiihi7i 
the  duties  and  liabilities  of  the  law  it  cannot  bo  said  to  have 
thereby  extended  the  measure  of  their  obligations  beyond  such 
duties  and  liabilities. 

Bate  June  9,  1914.  Thomas  Carmodt, 

Attomey-Oeneral. 
To  Hon.  EoBBRT  E.  Dowling,  Chairman,  State  Workmen's  Com- 
pensation  Commission,  1  Madison  avenue.  New  York. 
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BILLS  AMENDING  OR  AFFECTING  THE  INSUEANCE 

LAW 

Passed  During  the  Legislative  Session  of  1914,  and  Ap- 

peoved  by  the  governoe 

Insufunce  Lww 

§  13     An  act  to  amend  the  insurance  law,  in  relation  to  securi- 
ties deposited  by  insurance  corporations;  signed  April 
3,  1914;  in  effect  immediately. 
§  67     An  act  to  amend  the  insurance  law,  in  relation  to  the  ap- 
proval of  premium  rates  of  corporations  and  associations 
transacting  the  business  of  workmen's  compensation  in- 
surance; signed  March  4,  1914;  in  effect  immediately. 
§  70     An  act  to  amend  the  insurance  law  in  relation  to  life> 
health  and  casualty  corporations;  signed  April  7,  1914; 
in  effect  immediately. 
§  97     An  act  to  amend  the  insurance  law,  in  relation  to  the  limi- 
tation of  expenses  of  domestic  life  insurance  corpo- 
rations; signed  April  3,  1914;  in  effect  immediately. 
§  91-a     An  act  to  amend  the  insurance  law,  in  relation  to  the 

agents  of  health  and  accident  insurance  corporationB; 
signed  February  26,  1914;  in  effect  July  1,  1914. 
§  138-a  An  act  to  amend  the  insurance  law,  in  relation  to  re- 
quiring adjusters  of  loss  or  damage  by  fire  to  procure 
a  certificate  of  authority  from  the  superintendent  of 
insurance;  signed  April  3,  1914;  in  effect  imme- 
diately. 
§142     An  act  to  amend  the  insurance  law,  in  relation  to  agents; 

signed  February  26,  1914;  in  effect  July  1,  1914. 
§  237  An  act  to  amend  the  insurance  law,  in  relation  to  fra- 
ternal beneficiary  societies,  orders  and  associations; 
signed  April  3,  1914;  in  effect  immediately. 
§  242  An  act  to  amend  the  insurance  law  in  relation  to  fra- 
ternal benefit  societies;  signed  April  7,  1914;  in  effect 
immediately. 
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§  10  An  act  to  amend  chapter  one  hundred  and  nine  of  the 
laws  of  eighteen  hundred  and  sixty-two,  entitled  "An  act 
to  incorporate  the  firemen  of  the  city  of  Schenectady, 
and  for  other  purposes  "  in  relation  to  the  collection  and 
distribution  of  the  tax  on  foreign  fire  insurance  com- 
panies, and  their  agents  in  the  city  of  Schenectady; 
signed  April  11,  1914 ;  in  effect  immediately. 

Labor  Law 

§  24  An  act  to  amend  the  labor  law,  in  relation  to  compelling 
employees  of  a  mercantile  establishment  to  contribute 
to  a  benefit  or  insurance  fund;  signed  April  14,  1914; 
in  effect  immediately. 

Lien  Law 

§  21  An  act  to  amend  the  lien  law  in  relation  to  justification  of 
sureties;  signed  April  11,  1914;  in  effect  immediately. 

Membership  Corporations  Loav 

§  2  An  act  to  amend  the  membership  corporations  law  in  re- 
lation to  the  effect  of  certain  agreements  with  members ; 
signed  April  8,  1914;  in  effect  immediately. 

ReligiotLS  Corporations  Law 

§  245  An  act  to  incorporate  the  church  pension  fund,  to  provide 
pensions  or  other  forms  of  support  for  clergymen  of 
the  Protestant  Episcopal  church  in  the  United  States 
of  America  and  churches  in  communion  with  said 
church,  and  for  persons  dependent  on  such,  clergymen, 
and  to  receive  and  hold  property  for  the  said  purpose; 
signed  April  3,  1914;  in  effect  immediately. 

Tax  Law 

An  act  authorizing  the  comptroller  to  revise  and  settle 
accounts  paid  under  the  provisions  of  section  187  of 
the  tax  law  for  the  years  ending  December  31,  1910, 
and  December  31,  1911;  signed  April  11,  1914;  in 
effect  immediately. 
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Village  Law 

§  89  An  act  to  amend  the  village  law,  in  relation  to  contracts 
for  indemnity  insurance  against  damages  for  injuries 
to  persons ;  signed  April  17,  1914 ;  in  effect  immediately. 

• 

Workmen  s  Compensation  Law 

An  act  to  re-enact  and  amend  the  workmen's  compensation 
law;  signed  March  16,  1914;  in  effect  immediatelj  ex- 
cept compensation  provisions  which  are  to  take  effect 
July  1,  1914. 

An  act  to  amend  the  workmen's  compensation  law,  gen- 
erally; signed  April  14,  1914;  in  effect  immediately. 
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FOREWORD 

Chapter  326  of  the  Laws  of  1906,  entitled  '^An  act  to  amend 
the  Insurance  Law  generally,"  which  became  a  -law  April  27. 
1906,  made  important  amendments  to  §§  2,  7,  11,  15,  16,  20,  24, 
33,  36,  39,  40,  45,  52,  53,  58,  59,  70,  71,  73,  82,  83,  84,  88,  89, 
92,  200,  204,  205,  208,  210  and  214;  repealed  §§  56  and  87  and 
the  whole  of  Article  X  (§§  300  to  320,  inclusive)  and  added  as 
wholly  new  matter  §§  58,  60,  87,  94,  95,  96,  97,  98,  99,  100,  101, 
102  and  103.  Changes,  affecting  nearly  all  of  the  ten  articles  of 
the  Insurance  Law,  were  made  by  the  session  laws  of  1907-1914, 
inclusive.  The  amendments  and  additions  made  by  the  Legisla 
ture  of  19.14  appear  in  the  first  section  of  this  volume. 

The  insurance  legislation  of  1906,  affecting  as  it  did  the  con- 
duct of  affairs  of  life  insurance  corporations  in  so  many  particu- 
lars, gave  rise  to  much  correspondence  relating  to  the  interpre- 
tation, application  and  effect  of  the  various  amendments.  Some 
of  the  more  important  points  presented  in  this  correspondence 
were  submitted  to  the  Attorney-General  for  his  opinions  thereon. 
The  Actuarial  Society  of  America  selected  from  these  opinions 
of  the  Attomey-Oeneral,  and  from  the  rulings  of  the  Superin- 
tendent, such  matters  as  seemed  to  be  of  general  interest  to  the 
life  insurance  companies  doing  business  in  this  State,  and  pub- 
lished them  in  three  pamphlets,  dated  respectively  November  7, 
1906,  Decem.ber  14,  1906,  and  March  1,  1907.  The  opinions 
and  rulings  contained  in  the  three  pamphlets  mentioned  were 
collected  and  rearranged,  with  others  of  later  date,  down  to  and 
including  the  22d  day  of  August,  1907,  and  published  in  Part  V 
of  the  Annual  Report  of  the  Superintendent  for  1907.  They 
were  again  published  in  Part  V  of  the  subsequent  Annual  Reports 
with  such  additions  and  modifications  as  had  occurred  during 
each  year.  The  compilation  this  yBO/r  contains  opinions  given 
prior  to  the  passage  of  the  law  first  ahove  referred  to,  and  has 
been  brought  down  to  July  1,  1914.  In  additimi,  a  complete 
alphabetical  index  will  be  found  at  the  end  of  the  digest. 


Rulings  of  the  Superintendent  of  Insurance  of  the 
State  of  New  York  and  Extracts  from 
Opinions  of  Attorney-General 


Insurance  Law  of  1907  Not  Retroactive. 

Extract  from  letter  dated  March  18,  10D7,  from  the  Superintendent  to  Mr. 

H.  DreschseL 

"  *  *  *  The  provifldons  of  the  new  'Armstrong  laws  ^'  are 
not  retroactive." 

General  Penalties. 

Extract  from  letter  dated  August  22,  1906,  from  the  Superintendent  to  Mr. 

Willard  L.  Simpson. 

''  *  *  *  The  general  penalties  for  violating  any  provision 
of  the  Insurance  Law  will  be  found  in  section  53  of  that  law." 

Section  2  —  The  Superintendent  of  Insurance 

Correspondence  of  the  Superintendent  is  not  a  public  document, 
of  which  certified  copies  may  be  demanded,  but  access  thereto  is 
discretionary  with  the  Superintendent 

(See  Op.  A.  Qt.  March  1,  1897.) 

Section  9  —  Certificate  of  Authorization  of  Superin- 
tendent 

Insurance  Contract  Defined 

For  definition  of  what  constitutes  an  insurance  contract. 
(See  Op.  A.  G.  Feb.  13,  1903.) 

When  Burial  and  Undertaking  Contract  Constitutes  Insurance 

Extract   from    letter   dated   August   4,    1911,    from   the   Superintendent   to 

J.  Arthur  Pelletier. 

"♦     ♦     ♦     You  State: 

'  We  have  incorporated  a  company  under  the  laws  of  the  State  of  New  York 
to  carry  on  a  burial  and  general  undertaking  business'.    Is  there  any  law  to 

{120] 
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prevent  us  from  contracting  with  individuals  or  families  whereby,  upon  an 
annual  payment  to  us  of  a  nominal  sum,  say  $2  or  less,  we  would  agree  to 
bury  any  or  all  parties  to  such  contract,  or  supply  a  coffin,  embalm  the  dead, 
decorate  the  mortuary  room,  furnish  a  hearse,  etc.' 

I  am  of  the  opinion  that  the  issuing  of  the  proposed  contracts 
wonld  be  transacting  the  business  of  insurance.    ♦    ♦    ♦  " 

(See  also  Op.  A.  G.  Feb.  13,  1903;  Oct.  17,  1903;  March  6, 
1908.) 

Section  10  —  Certificate  of  Attorney-General;  Corpo- 
rate Names;  Number  of  Directors 

Adoption  of  Similar  Name 

Stock  company  may  incorporate  with  same  name  as  mutual  life 
insurance  association  on  surrender  of  certificate  of  mutual  asso- 
ciation. 

(See  Op.  A.  G.  March  27,  1901.) 

Idem 

Evidence  of  dissolution  must  be  established  by  affidavit  before 
a  corporation  can  adopt  a  similar  name. 
(See  Op.  A.  G.  Jan.  9,  1906.) 

Certificate  of  Incorporation  Must  Contain  Definite  Number  of 

Directors 

Certificate  of  incorporation  must  contain  definite  number  of 
directors;  consent  of  Superintendent  to  increase  or  reduction  in, 
required. 

(See  Op.  A.  G.  June  21,  1904.) 

Section  13  —  Deposit  of  Securities 

Term  "  Improved  Real  Property  "  Defined 

Term  "  Improved  real  property  '^  within  the  meaning  of  section 
18,  defined. 

(See  Op.  A.  G.  Oct  17,  1892;  Dec.  9,  1904.) 
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Disposition  of  Deposits  on  Dissolution 

Superintendent  should  collect  interest  on  mortgages  deposited 
by  life  insurance  company  although  a  receiver  has  been  appointed. 
(See  Op.  A.  G.  Nov.  16,  1894.) 

Idem 

Upon  dissolution,  Superintendent  must  retain  deposits  until 
court  decides  dispute. 

(See  Op.  A.  G.  Sept  6,  1902.) 

Idem 

A  life  insurance  corporation  may  only  be  dissolved  and  deposits 
sequestered  in  a  suit  brought  by  the  Attorney-General  on  recom- 
mendation of  the  Superintendent 

(See  Op.  A.  G.  Feb.  6,  1903.) 

Impairment  in  Deposits 

Company  assuming  liabilities  of  another  company  may  not  make 
good  an  impairment  in  deposits  in  cash ;  and  the  Superintendent 
may  not  retain  accrued  interest  on  such  deposits  in  order  to  make 
good  such  impairment 

(See  Op.  A.  G.  June  12,  1906.) 

Section  14  —  Exchange  of  Securities;  Interest 

Buling  on  withdrawal  and  exchange  of  securities ;  term  **  com- 
petent proof  "  interpreted. 

(See  Op.  A.  G.  March  26,  1896;  July  22,  1907.) 

Section  16  —  Investment  of  Capital  and  Surplus 

SUB.  8.    CORPORATE  BOUDS 

Surplus  May  be  Invested  in  Bonds  of  Any  Privaie  Corporation 

Extract   from    letter   dated   September   6,   1906,   from    the    Superintendent   to 

Security  Mutual  life  Insurance  Company. 

"  Your  understanding  that  sections  16  and  100,  taken  together, 
still  permit  a  corporation  to  invest  its  surplus  funds  in,  or  accept 
as  collateral  security,  the  bonds  of  any  private  corporation,  if,  in 
the  judgment  of  the  board  of  directors  or  finance  committee 
such  bonds  are  a  safe  investment,  is,  I  believe,  correct" 
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SUB.  4.     REAL  PROPERTY 

Property  Charged  tvith   Oround  Rent  not  an  Authorized 

Investment 

Life  insuraiiGe  company  cannot  loan  on  bond  and  mortgage  on 
real  property  charged  with  a  ground  rent. 
(See  Op.  A.  G.  Jan.  24,  1906.) 

Limit^dions  as  to  Loans  Applicable  to  Purchase  Money 

Mortgage 

A  mortgage  taken  for  an  amount  exceeding  the  express  limi- 
tations prescribed  in  eection  16,  whether  the  same  be  a  purchase^ 
money  mortgage  or  otherwise,  cannot  be  accepted  by  the  Superin- 
tendent of  Insurance  as  a  deposit  or  a  proper  investment  under 
sections  16  or  100. 

(See  Op.  A.  G.  June  12,  19070 

Limitations  as  to  Loans,  etc.,  nat  Applicable  to  Sales 

An  insurance  company  is  not  prohibited  by  section  16  from 
selling  real  property  and  taking  back  a  purchase-money  mort- 
gage for  more  than  60  per  cent,  of  the  value  of  said  property. 

(See  Op.  A.  G.  April  10,  1909,  reversing  Op.  June  12,  1907.) 

SUB.  6.    mVESTMENT  IN  STOCKS  AKD  BONDS 

Investments  may  be  made  in  stock  of  solvent  trust  company. 
(See  Op.  A.  G.  Dec.  11,  1896.) 

Idem 

Domestic  life  insurance  company  may  invest  surplus  funds 
over  capital  in  certificates  of  Penn.  Steel  Freight  Car  Trust,  as 
being  evidence  of  indebtedness  or  obligation  of  the  Penn.  R.  R. 
Co.  to  pay  par  and  interest  of  such  certificate  issued  for  rolling 
stock. 

(See  Op.  A.  G.  Dec.  28,  1906.) 

Investment  in  Bonds  of  Southern  Canadian  Railway 

Insurance  companies  may  invest  their  assets  other  than  their 
capital  to  the  extent  of  the  minimum  required  by  law  and  the 
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deposits  they  are  required  to  make  with  the  Superintendent  of 
Insurance,  in  bonds  of  the  Canadian  Southern  Railway  Company, 
guaranteed  by  the  Michigan  Central  Railroad  Company. 
(See  Op.  A.  G.  Dec.  26,  1912.) 

Investment  in  Railway  Equipment  Notes 

Railway  equipment  notes  issued  under  conditional  sale  agree- 
ments for  the  payment  of  which  a  solvent  corporation  of  the 
United  States,  or  a  state  thereof,  is  liable  when  properly  issued  and 
sufficiently  secured,  are  legal  investments  under  sections  16  and 
100  of  the  Insurance  Law,  for  the  surplus  funds  of  life  insurance 
companies. 

(See  Op.  A.  G.  June  16,  1913.) 

Exchange  of  Bonds 

Company  may  not  subscribe  for  new  bonds,  investment  in 
which  is  prohibited,  under  rights  as  holder  of  old  bonds  —  Right 
to  exchange  bonds  discussed. 

(See  Op.  A.  G.  July  22,  1907.) 

SUB.  9.    FOREIGN  SECURITIES 

Life  Insurance  Companies  May  Invest  in  or  Loan  upon  Oovem- 
ment  Bonds  of  Foreign  Countries  Only  in  Which  They  Trans- 
act Busyness 

Bxtract   from    letter   dated    September   6,    1906,  from    the    Superintendent   to 

Security   Mutual   life  Insurance  Company. 

"  Replying  to  your  first  question,  I  would  state  that  the  word 
^  government/  as  used  in  section  100  of  the  Insurance  Law,  is  not 
necessarily  limited  to  the  United  States.  Section  16  of  the  law 
authorizes  companies  doing  business  in  foreign  countries  to  in- 
vest certain  of  their  funds  in  the  same  kind  of  securities  in  such 
foreign  countries  as  they  are  allowed  to  invest  in,  in  this  State. 
What  a  company  may  invest  in  it  may  loan  upon.  Owing  to  the 
facts  that  the  authorization  referred  to  is  limited  to  those  com- 
panies doing  business  in  foreign  countries  and  that  the  amounts 
that  may  be  so  invested  are  limited  by  the  obligations  of  the  com- 
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panies  incurred  in  such  countries,  I  am  of  the  opinion  that  life 
insurance  corporations  of  this  State  can  invest  in  or  loan  upon 
the  '  government '  bonds  of  those  foreign  coimtries  only  in  which 
they  transact  business." 

Reasonable  Discretion  Oiven  Board  of  Directors  in  Regard  to 
Purchase  of  Securities  to  Meet  Company's  Obligations  in 
Foreign  Countries 

Extract    from    letter   dated   Ckstober    15,    1008,   from   the   Superintendent   of 
Insurance  to  the  New  York  Life  Insurance  Company. 

"Your  letter  of  October  13,  1908,  is  received,  requesting  a 
ruling  from  the  Department  in  construction  of  the  following  pro- 
visions of  section  sixteen  of  the  Insurance  Law,  as  to  whether  a 
domestic  life  insurance  company  doing  business  in  foreign  coun- 
tries is  thereby  limited  to  investments  never  exceeding  the  de- 
pository requirements  of  a  foreign  country,  or  whether  the  board 
of  directors  has  reasonable  discretion  in  regard  to  when  and  how 
much  of  securities  it  may  buy  to  meet  its  obligations  in  a  foreign 
country : 

*  Every  such  domestic  corporation  doing  business  in  other  states  of  the 
United  States,  or  in  foreign  countries,  may  invest  the  funds  required  to 
meet  its  obligations  incurred  in  such  other  states  or  foreign  countries,  and 
in  conformity  to  the  laws  thereof,  in  the  same  kind  of  securities  in  such 
other  states  or  foreign  countries  that  such  corporation  is  by  law  allowed 
to  invest  in,  in  this  State.' 

The  Department  will  hold  that  a  reasonable  discretion  is  given 
by  the  statute  to  a  board  of  directors  of  a  domestic  life  insurance 
company,  doing  business  in  a  foreign  country,  to  invest  such  part 
of  its  funds  as  may  be  required  to  meet  its  obligations  under  the 
laws  of  such  foreign  country,  in  lawfully  prescribed  securities,  at 
such  times  and  in  such  amounts  as  will  best  subserve  and  protect 
the  business  interests  of  the  company  from  year  to  year.  A  board 
of  directors  in  authorizing  transactions  under  this  provision  of  the 
insurance  law  will  be  held  to  a  strict  account  for  any  abuse  of  its 
discretionary  powers.'* 

(See  also  rulings  cited  under  §  100,  Investments.) 
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Section  18  —  Stocks,  Bonds  and  Other  Evidences  of 

Debt 

All  Life  Insurance  Companies  Doing  Business  in  this  State  Must 

Amortize  Bonds 

Bztract   from  a   letter  dated   August  9,  1909,  sent  to  the  president  of  each 

foreign  life  company. 

'^  It  is  ruled  that  all  life  insurance  companies,  whether  organ- 
ized under  the  laws  of  this  State,  or,  if  not  so  organized,  author- 
ized to  do  business  in  this  State,  shall  amortize  their  bonds 
returned  in  the  annual  statements  showing  their  condition  as  of 
December  31,  1909,  in  accordance  with  the  provisions  of  section 
18  of  the  Insurance  Law,  as  amended  in  1909." 

Section  20  —  Restrictions  as  to  Real  Property 

Life  Insurance  Company  May  Give  an  Option  for  the  Purchase 

of  Beai  Estate  Owned  hy  it 

Extract  from  letter  dated  April  16,  1912,  from  the  Superintendent  to  the 

Mutual  Life  Insurance  Company. 

"  I  am  in  receipt  of  your  letter  of  the  13th  inst.  in  relation  to 
the  right  of  a  life  insurance  company  to  give  an  option  for  the  pur- 
chase of  real  estate  owned  by  it. 

In  my  opinion,  there  is  nothing  in  the  Insurance  Law  which 
forbids  the  giving  of  an  option  under  the  circumstances  recited 
in  your  letter." 

Section  22  —  Reinsurance 

Compan4f  May  Not  Issue  Reinsura/nce  for  Purposes  for  Which 

Original  Insurance  Could  Not  be  Issued 

extract  from   letter  dated  February  23,  1909,  from   the  Attorney-General  to 

Superintendent  of  Insurance. 

"  By  section  70  it  is  specifically  provided  that  the  subdivisions 
containing  the  purpose  or  purposes  for  which  a  company  is  incor- 
porated must  be  specified  in  its  certificate  of  incorporation. 

By  specifically  including  insurance  against  accident  in  a 
separate  subdivision,  the  Lepslatnre  had  clearly  indicated  its  in- 
tention to  regard  such  insurance  as  distinct  frotn  thait  specified  in 
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other  subdivisions,  and  therefore  as  distinct  from  insurance  upon 
health.  Therefore,  by  specifying  only  subdivision  1,  the  certifi- 
cate of  this  company  necessarily  excludes  insurance  against  acci- 
dent and  limits  its  powers  to  those  contained  in  such  subdivision. 
It  is  further  my  opinion,  that  the  right  conferred  upon  in- 
surance corporations  doing  business  in  this  State,  to  reinsure  the 
whole  or  any  part  of  any  policy  obligation  in  any  other  insurance 
corporation,  which  right  is  granted  by  section  22  of  the  Insurance 
Law,  does  not  confer  upon  such  other  insurance  corporations  the 
power  to  issue  any  reinsurance  policies  for  purposes  for  which 
they  could  not  issue  original  policies. 

Finally,  the  issuance  of  any  policy  not  in  standard  form  pre- 
scribed by  section  101,  and  not  approved  by  the  Superintendent 
of  Insurance,  is  also  in  contravention  to  the  provisions  of  the 
Insurance  Law." 

(See  Op.  A.  G.  Feb.  28,  1909.) 

Reinsurance  Contruct  Legal  if  Original  Policy  is  Legal 

Ifiztract  from  letter  dated  December  27,  1910,  from  the  Superintendent  to  the 

Connecticut  General  Life  Ineurance  Ck>mpany. 

"*    *    *    You  state: 

'  We  have  recently  receiyed  an  application  from  The  Metropolitan  Life 
Insurance  Company  for  reinsurance  of  one  of  their  risks  on  their  endowment 
at  age  S5  plan,  this  company  simply  guaranteeing  to  The  Metropolitan  the 
terms  of  their  policy. 

I  presume  this  would  hardly  be  considered  as  issuing  an  unauthorized  policy 
in  New  York  State    •     •    •.' 

There  can  be  no  objection  to  the  reinsurance  by  your  company 
of  a  form  of  policy  approved  for  and  issued  by  The  Metropoli- 
tan.'' 

Select  and  Ultimate  Method  Not  to  be  Applied  to  Reinsurance 

Contracts. 

(See  Op.  A.  G.  July  22,  1909;  Sept.  13,  1909.) 

Section  25  —  Jurisdiction  of  Superintendent  over 

Foreign  Corporations 

Foreign  life  insurance  company  must  comply  with  require- 
ments of  foreign  statute  prior  to  admission. 
(See  Op.  A.  G.  March  23,  1903.) 
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Section  26  —  Deposits  by  Insurance  Corporations  of 

Other  States 

Amount  and  Kind  of  Deposits  Required 

Where  laws  of  a  foreign  govermnent  are  silent  as  to  deposits 
by  our  companies  and  United  States  goyemment  bonds  are  ac- 
cepted, the  Superintendent  may  accept  securities  of  such  govern' 
ment 

(See  Op.  A.  G.  June  7,  1898.) 

Idem 

Deposits  of  foreign  corporations  doing  business  under  Art  II 
must  be  of  same  class  or  kind  required  of  domestic  companies. 
(See  Op.  A.  G.  June  20,  1894.) 

Idem 

Foreign  company  desiring  to  do  a  life  and  accident  business 
must  deposit  maximum  amount. 
(See  Op.  A.  G.  Jan.  25,  1905.) 

Section  27  —  Funds  and  Capital  of  Insurance  Corpora- 
tions Incorporated  Outside  of  the  United  States 

Amount  of  capital  paid  in  by  foreign  life  company  at  home 
state  is  immaterial,  so  long  as  requisite  amount  is  deposited  in  this 
State. 

(See  Op.  A.  G.  May  10,  1900.) 

Section  28  —  Special  Deposit  Required  in  Certain  Cases 

Protection  afforded  by  a  deposit  made  by  a  foreign  insurance 
company  with  the  Superintendent  of  Insurance  for  the  benefit  and 
security  of  its  policyholders  in  the  United  States  includes  policy- 
holders in  Porto  Rico. 

(See  Op.  A.  G.  March  27,  1912.) 

Section  29  —  Copy  of  Charter  and  Verified  Statement  to 

be  Filed 

Foreign  insurance  company  seeking  to  do  business  in  the  State 
must  file  copy  of  charter  certified  to  by  official  having  custody  of 
the  original  charter. 

(See  Op.  A.  G.  July  15,  1910.) 
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Section  30  —  Appointment  of  Attorney;  Removal  of 

Cause  to  Federal  Courts 

Unauthorized  Foreign  Compcmy  May  Not  Appoint  Attorney 

Superintendent  should  not  file  designation  by  foreign  company 
not  authorized  to  transact  business  in  this  State. 

(See  Op.  A.  G.  Jan.  9,  1909.) 

Section  31  —  Certified  Copy  of  Superintendent's  Cer- 
tificate to  be  Filed  in  the  Clerk's  Office 

Superintendent  of  Insurance  may  dispense  with  the  publication 
of  a  certificate  of  authority  to  do  business  required  by  section  31 
of  the  Insurance  Law,  to  an  insurance  corporation  incorporated 
under  the  laws  of  the  state  of  Iowa  and  authorized  since  Feb.  24, 
1885,  to  transact  business  in  this  State  as  an  assessment  life  com- 
pany under  Article  VI,  upon  reincorporation  under  Article  II  as 
a  mutual  life  company  and  admission  to  do  business  in  this 
State. 

(See  Op.  A,  G.  Nov.  9,  1911.) 
Section  34  —  Taxation  of  Foreign  Corporations 

Taxation  of  Benefit  Funds 

Accumulations  for  the  insured  held  by  life  insurance  corpora- 
tions (foreign  and  domestic),  except  funds  invested  in  stocks  or 
real  estate,  are  exempt  from  taxation. 

(See  Op.  A.  G.  June  28,  1897.) 

Total  Premiums  Less  Amount  Taxable  in  Other  States  are  Sub- 

ject  to  Taxation  in  This  State 

Life  insurance  companies  should  report  the  total  amount  of 
premiums  received  by  its  agents  in  this  State  and  such  premiums, 
less  such  part  thereof  as  may  have  paid  a  tax  to  any  other  state, 
are  subject  to  taxation  under  section  34  of  the  Insurance  Law. 

(See  Op.  A.  G.  Feb.  17,  1911.) 
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Section  36  —  Officers  and  Directors  not  to  be  Pecuni- 
arily Interested  in  Transactions 

SUB.  a.    PECUNIARY  INTEREST 

Officer  of  Corporation  Selling  Secvrities  Not  to  Act  on  Finance 
Committee  of  Corporation  Making  Purchase 

Extract  from   letter  dated  April   17,   1907,  from   the  Superintendent  to   the 

Home  life  Insurance  Company. 

'^  There  is  no  proliibition  in  section  36  of  the  Insurance  Law 
against  an  officer  of  one  corporation  being  a  stockholder  or  officer 
of  another,  or  of  corporations  under  such  circumstances  doing 
business  with  each  other,  but  in  the  investment  of  assets  and  the 
employment  of  financial  agencies  for  the  purpose,  I  think  it  ques- 
tionable if  the  law  permits  active  participants  in  negotiations  for 
the  purchase  and  sale  of  securities,  or  who  advise  as  experts  in 
relation  tiiereto,  to  be  one  and  the  same  person.  The  spirit  of  the 
law  seems  opposed  to  such  a  contention  whether  a  technical  pro- 
vision is  found  against  it  or  not'' 

Loans  and  Investmenis  May  be  Made  in  Another  Corporation 
Whose  Officers  Are  Directors  of  the  Insurance  Company  Pro- 
vided They  Have  No  Personal  Interest 

Elztract  from  letter  dated  December  5,  1007,  from  the  Attorney-General  to 

the  Superintendent  of  Insurance. 

«  »  »  «  I  am  of  the  opinion  that  the  questions  asked  should 
be  answered  as  follows: 

'  First.  Can  a  life  insurance  corporation^  through  its  directors  or  olBcera, 
make  a  loan  to  any  corporation  in  which  its  (the  life  insurance  corpopation) 
directors  or  officers  are  stockholders? ' 

* 

Yes,  provided  that  their  only  interest  in  the  loan  is  as  stock- 
holders of  the  borrower. 

'  Second.  Where  a  director  or  officer  of  a  life  insurance  corporation  is  also 
actively  connected  with  the  management  of  another  corporation,  does  the 
statute  prohibit  the  life  insurance  corporation  from  loaning  money  to  or 
purchasing  securities  from  such  corporation? 

'Third.  If  a  life  insurance  corporation,  under  section  36  of  the  Insurance 
Law,  is  not  permitted  to  loan  to  or  buy  securities  from  «  corporation  in 
which  its  officers  are  stockholders  or  actively  participating  in  its  management, 
can  such  life  insurance  corporation  make  loans  to  such  other  corporation  or 
buy  its  securities  through  the  agency  of  brokers?    •    •    •  * 
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The  transactions  mentioned  in  the  questions  are  not  prohibited 
bj  the  statute,  provided  the  *  director  or  otBcer '  of  the  insurance 
oorporatton  has  no  personal  interest  therein  and  that  the  transac- 
tion was  fair  and  no  advantage  was  taken  of  his  position  to  secure 
his  own  advantage  or  that  of  the  other  corporation. 

'  Fourth.  Where  «  life  insurance  eorporation,  through  ita  finance  oommitUe, 
purchased  bonds  of  a  railroad  corporation,  not  from  the  railroad  corporation 
itself  but  from  a  third  person,  and  two  members  of  such  finance  committee 
were  respectiyely  president  and  secretary  of  such  railroad  corporation^  is 
this  transaction  prohibited  by  this  section?' 

"So,  provided  the  two  persons  named  had  no  interest  in  the 
specific  securities  purchased. 

'  Fifth.  Oan  a  brokerage  firm,  of  which  a  director  of  an  insurance  eorpora- 
tion  is  a  member,  act  <ts  broker  for  the  insurance  corporation  in  the  purchase 
or  sale  of  securities  and  receive  commissions  therefor?' 

No." 

Employment  of  Director  as  Architect  to  Construct  Home  Office 

Building  Violates  Spirit  of  the  Law 

IfiKtraci  from  letter  dated  October  8,  1910,  from  the  Superintendent  to  the 

Chief  Bxamlner  of  Life  Companies. 

"  *    *    *    You  state  that : 

'The  examination  of  the  Company  deyeloped  the  fact  that  a 

diroctor  of  the  company  is  the  architect  employed  to  draw  plans  and  to  super- 
yise  the  construction  of  their  new  office  building.  Th^  question  arises,  there- 
fore, whether  this  can  possibly  be  a  violation  of  section  36,  which  prohibits  an 
officer  or  director  from  being  pecuniarily  interested  in  any  purchase.  In  other 
words,  is  the  construction  of  the  home  office  building  a  purchase  of  property 
under  section  36?  The  director  is  to  receive  a  commission  of  6  per  cent,  for 
his  services  in  this  matter.' 

I  am  of  the  opinion  that  the  transaction  in  question  is  a  viola- 
tion of  the  spirit  though  not  of  the  letter  of  the  law ;  the  intent  of 
the  latter  is  clearly  shown  by  its  caption  '  Officers  and  directors 
not  to  be  pecuniarily  interested  in  transactions  of  their  corpora- 
tions.' " 

Section  39  —  Examiners  and  Examinations 

Examination  by  Foreign  Officials 

Foreign  officials  have  no  legal  right  to  examine  domestic  life 
insurance  corporations. 

(See  Op.  A.  G.  June  19,  1894.) 
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Examiners  May  Administer  Oaths 

Examiners  have  power  to  administer  oaths  to  officers  and  agents 
of  corporations  examined  by  them. 
(See  Op.  A.  0.  Oct  16, 1900.) 

Report  on  Examination  Should  Show  Existing  Facts  as  Found 

by  the  Department 

In  an  examination  to  determine  the  financial  status  of  a  com- 
pany the  Department  should  treat  their  action  in  declaring  and 
paying  dividends  as  proper,  irrespective  of  the  fact  that  dividends 
were  possibly  improperly  declared. 

(See  Op.  A.  G.  June  20,  1906.) 

Superintendent  May  Examine  After  Report  is  Filed 

Superintendent  may  examine  -company  after  report  is  filed ; 
company  not  required  to  segregate  business  between  assessment 
and  legal  reserve  business. 

(See  Op.  A.  G.  Oct  17,  1907.) 

Witn,ess  Testifying  Before  Examiners  Not  Immwne  from  Crimi- 
nal Prosecution 

Persons  testifying  upon  investigations  made  by  examiners  of 
the  Department  of  Insurance,  under  section  39  of  the  Insurance 
Law,  are  not  thereby  rendered  immune  from  criminal  prosecution 
under  the  provisions  of  chapter  239,  Laws  of  1906. 

(See  Op.  A,  G.  February  18,  1908.) 

Instructions  to  Department  Counsel  in  re  ExamiruUions 

Extract  from  **  Instructions  to  Department  Counsel  and  to  companies,  asso- 
ciations, etc.,  under  the  supervision  of  the  Department,  concerning  the 
examinations  of  title  to  real  estate,"  dated  March  19,  1912. 

''  On  and  after  this  date  examinations  of  the  evidences  of  title 
to  real  property  owned  by  or  mortgaged  to  corporations,  societies, 
orders  or  associations  supervised  by  this  Department  will  be  made 
in  accordance  with  the  following  rules : 

A.  In  cases  where  title  to  such  property  is  insured  by  a  title 
guaranty  company: 
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( 1 )  The  Department  will  accept  as  good  evidence  of  title  accord- 
ing to  their  import,  the  title  insurance  policies  issued  by  any 
company  authorized  to  transact  the  business  of  title  insurance 
in  the  State  of  New  York.  The  Department  will  also  accept  the 
similar  policies  of  companies  not  authorized  in  this  State,  provided 
there  i&  attached  to  each  such  policy,  or  filed  therewith,  a  certifi- 
cate from  the  supervising  official  or  department  of  the  State  in 
which  the  real  estate  is  located,  that  such  company  is  duly  in- 
corporated and  authorized  to  transact  the  business  of  title  insurance 
in  that  State  and  is  under  the  supervision  of  such  official  or  depart- 
ment, and  setting  forth  its  capital  and  surplus  as  of  the  date  of  its 
last  report    *    *    *.'' 

Title  Policies  Approved  Under  Bute  A 

Extract  from  Opinion  of  Department  Counsel  dated  Noyember  15,  1912. 

"  The  certificate  of  indefeasible  title  by  the  District  Register 
under  the  Land  Registry  Act  of  the  Province  of  British  Columbia 
is  an  absolute  guaranty  of  the  title  certified  thereby  and  should  be 
at  least  equally  acceptable  to  this  Department  as  evidence  of  title 
to  real  property  with  a  policy  of  title  insurance  submitted  in  com- 
pliance with  Rule  A  of  Instructions  to  Department  Counsel  dated 
March  19,  1912." 

Title  Policies  Disapproved  Under  Rule  A 

Extract  from  Opinion  of  Department  Counsel,  dated  January  2,  1913. 

"  The  Department  should  decline  to  approve  the  acceptance  by 
the  Equitable  Life  Assurance  Society  as  evidence  of  title  to  real 
property  in  Tennessee,  of  title  policies  issued  by  the  Bank  of  Com- 
merce and  Trust  Company  of  Memphis  without  the  certificate 
required  by  Rule  A,  sub.  1  of  Instructions  to  Department  Counsel 
of  March  19,  1912." 

Idem 

Extract  from  Opinion  of  Department  Counsel  dated  February  6,  1913. 

"  The  Department  should  decline  to  approve  the  acceptance  by 
the  Home  Life  Insurance  Company  as  evidence  of  title  to  real  prop- 
erty in  Georgia  of  title  policies  issued  by  the  Atlantic  Title 
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Guaranty  Company  where  the  company  has  not  the  charter 
required  of  Insurance  Companies  by  the  laws  of  Georgia  and  is 
therefore  unable  to  furnish  the  certificate  required  by  Eule  A, 
sub.  1  of  Instructions  to  Department  Counsel,  of  March  19,  1912." 

Section  44  —  Reports  of  Corporations 

Appraisal  of  Securities 

Chapter  84,  Laws  of  1891,  which  provides  that  the  estate  of 
any  insolvent  or  deceased  person  shall  be  appraised  at  its  full 
value  taking  into  account  the  actual  sales  of  neighboring  real 
estate  or  the  average  market  value  of  stocks  and  bonds,  does  not 
govern  the  action  of  the  Superintendent  of  Insurance  in  auditing 
annual  statements  of  existing  insurance  corporations  engaged  in 
the  regular  conduct  of  their  business.  The  Superintendent  is  not 
required  to  appraise  the  market  value  of  securities  as  of  any 
specified  day;  he  should  use  his  discretion  in  determining  the 
fair  market  value  of  such  securities. 

(See  Op.  A.  G.  July  17  and  19,  1907.) 

Section  49  —  Agents 

Certificate  of  Does  Not  Authorize  Acts  of  Agency  for  Other  Than 

Corporation  Designaied 

An  agent  authorized  to  act  in  one  company  may  not,  in  case  his 
company  takes  part  of  a  proposed  risk,  place  remaining  portion 
of  risk  in  another  company  through  that  other  company's  agent. 

(See  Op.  A.  G.  Feb.  8,  1908.) 

Section  50  —  Agent's  Certificate  of  Authority 

Foreign  Corporation  as  Agent 

Foreign  corpora-tion  can  only  act  as  agent  for  procuring  insur- 
ance when  expressly  authorized  so  to  do  by  its  charter  or  when  it 
has  received  such  authority  from  this  State.        , 

(See  Op,  A.  G.  Nov.  16,  1893 ;  July  22,  1897.) 

Oeneral  Agent  for  Foreign  Company  Must  Have  Certificate 

General  agent  in  this  State  signing  policies  issued  by  foreign 
company  within  penalty  of  section. 
(See  Op.  A.  G.  June  2,  1904.) 
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Unauthorized    Company    Cannot    Collect    Premiume    Through 

Agent 

A  foreign  life  company,  not  authorized  to  do  business  in  this 
State,  cannot  establish  agency  in  this  State  solely  to  collect 
pTeminms. 

(See  Op.  A.  Q.  Sept  19,  1907.) 
(See  also  §  91.) 

General  Superirvtendent  of  Agencies  of  Foreign  Company  Musi 

Have  Agents  Certificate 

Extract  from   letter  dated   December  23,   1900,  from   the   Superintendent  to 
the  New  England  Mutual  life  Insurance  Company. 

"You  state: 

'My  duties  as  general  superintendent  of  agencies  occasionally  take  me  to 
New  York  city,  also  to  Binghamton,  Buffalo  and  Rochester,  where  we  have 
general  agencies.  Occasionally,  on  such  trips,  I  am  requeated  to  assist  in 
closing  a  difficult  case  and  heretofore  have  co-operated  along  these  lines  but 
without  in  any  way,  shape  or  manner  receiving  any  commission  or  other  com- 
pensation for  such  services  in  obtaining  new  business.  As  I  am  an  officer  of 
this  company  and  the  company  is  authorized  to  do  business  in  your  State,  Is 
it  necessary  that  I  should  have  an  agent's  license  in  order  to  operate  along 
the  lines  suggested  above? ' 

To  your  question  my  answer  is  yes." 

Section  52  —  Reorganization  of  Existing  Corporations 

and  Amendment  of  Certificates 

Effect  of  J  on  Revaluation  of  Policies 

A  company  which  has  changed  from  an  assessment  into  an 
ordinary  life  company  may  not  revalue  policies  as  provided  in 
section  52. 

(See  Op.  A.  Q.  June  20,  1906.) 

Idem 

Where  a  company  has  so  circumstanced  a  portion  of  its  policies 
that  sections  52  and  84  are  inadequate,  section  85  applies. 

(See  Op.  A.  G.  June  1,  1907.) 
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Section  54  —  Conduct  of  Insurance  Business  by  Per- 
sons Not  Incorporated 

Agent  Must  Not  Represent  Vrumthorized  Company  in  Adjusting 

Claims 

Extract  from  letter  dated  December  29,  1914,  from  the  Superintendent   to 

S.  J.  Roeenblum  of  New  York  City. 

"  You  ask  to  be  advised  ^  whether  it  is  a  violation  of  section 
1199  of  the  Penal  Law  to  assist  in  the  adjustment  of  life  in- 
surance claims  in  this  State  for  companies  not  licensed  to  transact 
the  business  of  life  insurance  here.' 

It  is  my  opinion  that  it  would  be  a  violation  of  the  provisions 
of  the  section  for  any  one  to  act  for  the  company  in  adjusting 
claims  against  a  life  insurance  company  not  authorized  to  trans- 
act business  in  this  State,  except  in  the  case  of  an  attorney 
appearing  for  the  company  in  a  suit  brought  against  it 

Your  attention  is  called  to  the  following  cases: 

Stone  V.  Penn  Yan,  K.  P.  &  B.  Kailway,  197  N.  Y.  279. 
Hammond  v.  International  Eealty  Co.  et  al.  N".  Y.  Supreme 
Court  Trial  Term,  116  N.  Y.  Supp.  854." 

Unauthorized  Companies  Must  Not  Employ  Medical  Examiners 

in  This  State 

Extract  from  letter  dated  March  11,  1914,  from  the  Superintendent  to  Wilson 

M.  Brown  of  San  Antonio,  Texas. 

"  In  my  opinion,  it  would  be  a  violation  of  the  law  of  this 
State  for  the  Cherokee  Life  Insurance  Company  to  employ  any 
person  to  aid  it  in  the  transaction  of  business  in  this  State,  even 
to  employ  a  medical  examiner  to  make  a  medical  examination; 
but  if  your  son  should  employ  a  medical  examiner  whose  examina- 
tion would  be  satisfactory  to  that  company,  there  would  be  no 
violation  of  the  law  of  this  Stata" 

Section  55  —  Insurance  Without  the  Consent  of  the 

Insured  Prohibited 

Creditor  May  Not  Insure  Life  of  a  Debtor 

Extract  from  Opinion  of  Department  Counsel,  dated  February  16,  1910.  * 

*'  The Company  has  presented,  for  approval,  a  form 

of  policy  which  it  designates  as  a  *  creditor  policy.'     It  is  clearly 
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apparent  that  the  creditor  is  to  apply  for  insurance  upon  the 
life  of  the  insured  under  the  policy.  It  is  my  opinion  that  such 
form  of  policy  is  prohibited  by  section  55  of  the  Insurance  Law, 
which  provides  that  no  policy,  save  in  the  cases  therein  mentioned, 
shall  be  written  except  upon  the  application  of  the  insured." 

Assessment  Company  May  Not  Insure  Infant 

Assessment  life  insurance  corporations  may  not  issue  infantile 
policies  on  the  prudential  plan. 

(See  Op.  A.  G.  Nov.  1,  1892 ;  Aug.  29,  1907 ;  March  23,  1910.) 

Beneficiary  May  Be  an  Institution  but  am,  Institution  May  Not 

Apply  for  Insurance 

Extract   from   letter,   dated   August    10,    1911,   from   the  Superintendent  to 

John  L.  Blanchet. 

"  *  *  *  J  Jq  jj^^  know  of  any  provision  of  the  Insurance  Law 
^that  prohibits  the  issuing  of  a  life  insurance  policy  having  an 
institntion  the  beneficiary  instead  of  a  persoih' 

If  the  application  for  such  policy  were  to  be  made  by  the  in- 
stitution it  would  fall  within  the  prohibition  of  section  55  of  the 
Insurance  Law  which  provides  that  no  policy,  save  in  certain 
cases  mentioned,  shall  be  written  except  upon  the  application  of 
the  insured." 

Premium  Ma/y  be  Paid  by  Assignee 

Company  may  pay  for  life  insurance  policy  of  purchaser  of  its 
timber  lands  on  installment  plan,  said  policy  to  be  assigned  to  the 
company  until  all  installments  are  paid. 

(See  letter  dated  April  11,  1911,  from  the  Superintendent  to 
The  California  Timber  &  Development  Company,  Inc.,  §  97, 
sub.  4.) 

Annual  Premium  Policies  May  Not  be  Paid  for  in  Monthly 

Installments 

(See  letter  dated  Sept.  25,  1912,  from  the  Superintendent  to  the 
Massachusetts  Mutual  Life  Insurance  Company,  §  89,  sub.  4.) 
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Section  58  —  Policy  to  Contain  the  Entire  Contract; 
Statements  of  Insured  to  be  Representations 

and  not  Warranties 

SUB.  z.   POLICY  TO  CONTAIN  ENTIRE  CONTRACT 

Annual  premium  policies  m^ay  not  he  paid  for  in  m^mthly  instaU- 

ments 

(See  letter  dated  Sept.  25,  1912,  from  the  Superintendent  to  the 
Massachusetts  Mutual  Life  Insurance  Company,  §  89,  sub.  4.) 

SUB.  8.  ENDORSEMENTS  ON  STANDARD  FORMS 

Application  May  be  Made  Part  of  Contract  by  Endorsement  or 

Attachment 

m 

Extract  from  letter  dated  August  8,   1006,  from  the  Superintendent  to  the 

Security  Mutual  life  Insurance  Company. 

"  Section  68  of  the  Insurance  Law  clearly  provides  that  the 
application  for  a  life  insurance  policy  to  be  issued  on  and  after 
January  1,  1907,  may  be  made  part  of  the  contract  by  endorse- 
ment thereon  or  attachment  thereto." 

(See  ruling  of  Aug.  3,  1909,  §  101  (new),  sub.  8.) 

(See  also  letter  dated  June  16,  1910,  from  the  Superintendent 
to  the  Northwestern  Mutual  Life  Insurance  Company,  §  89, 
sub.  3,  last  paragraph.) 

Endorsement  Covering  Extra  Hazard  May  be  Used  in  Standard 

Policy 

Extract  from   letter   dated  January    16,   1907,   from  the  Superintendent   to 

New  York  Life  Insurance  Company. 

^'  Your  favor  of  the  15th  inst.,  enclosing  a  sample  standard  life 
insurance  policy  showing  the  endorsements  used  to  cover  the  extra 
hazard  when  insured  has  had  an  attack  of  appendicitis  within 
two  or  three  years  prior  to  applying  for  insurance,  has  been  re- 
ceived. 

I  am  of  the  opinion  that  the  use  of  theee  endorsements  is 
permitted  by  the  provisions  of  section  58  of  the  Insurance  Law.'' 
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Endorsemeni  Qvving  Additional  Options  in  Deferred  Amvuity 

Contract  May  be  Used 

fiKtract  from  letter  dated  March  4,  1009,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

^^  I  am  in  receipt  of  your  favor  of  tlie  3d  inst,  reading  as 
follows : 

'The  standard  annuity  form,  as  promulgated  by  .the  Superintendent  of  In- 
surance, contains  the  following  provision  in  the  case  of  a  deferred  annuity  by 
annual  premiums: 

After  this  contract  shall  have  been  in  force  three  full  years,  if  any  subse- 
quent premium  is  not  duly  paid,  this  contract  will  automatically  become 
paid-up  for  an  amount  of  annuity  equal  to  as  many  *  *  *  parts  of  the 
original  annuity  as  there  shall  have  been  full  years'  premiums  paid  thereon 
at  the  time  of  default  in  the  payment  of  premium.  Such  paid-up  annuity 
shall  be  subject  to  the  conditions  of  this  contract,  but  without  further  pay- 
ment of  premium. 

We  desire  to  issue  a  deferred  annuity  by  annual  premiums  and  to  grant 
additional  options  in  the  event  of  lapse  after  three  years.  Would  such  addi- 
tional options  be  permitted  under  the  standard  form? ' 

I  am  of  the  opinion  that  section  58  of  the  Insurance  Law 
will  permit  the  indorsement  upon  or  the  attachment  to  the  con- 
tract in  question  of  additional  options  which  shall  not  conflict 
with  any  of  the  provisions  of  such  law." 

SUB.  4.     REPRESENTATIONS 

Form  of  Application  Should  he   Worded  in  Accordance  with 

Section 

Extract  from  letter  dated  Novemiber  21,  1006,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

"  I  am  of  the  opinion  that  the  form  of  application  used  by  any 
company  should  be  worded  in  accordance  with  that  provision  of 
0ection  68  which  reads:  'All  statements  purporting  to  be  made  by 
the  insured  shall,  in  the  absence  of  fraud,  be  deemed  representa- 
tions and  not  warranties.* " 

Any  Waiver  in,  the  Application  Shall  be  Void 

Ruling  of  August  3,  1900. 

"  There  was  submitted  a  certain  form  of  application  which  con- 
these  words :     '  That  I  hereby  vmrrant  each  and  every 
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statement  herein  made  or  contained  to  be  full,  complete  and  true,' 
Also  this:  *And  that  if  any  *  *  *  untrue  statement  or 
answer  be  made  or  contained  herein,  then  the  said  policy  and  this 
contract  shall  be  ipso  facto  null  and  void.' 

The  ruling  thereon  was  as  follows :  '  This  is  plainly  in  violation 
of  the  provisions  of  section  ^8  of  the  Insurance  Law.  The  last 
clause  of  that  section  reads :  Any  waiver  of  the  provisions  of  this 
section  shall  be  void.' " 

Section  60  —  Estimates  and  Misrepresentations 

Prohibited 

SUB.  1.    PROFITS  AND  DIVIDENDS 

Illustration  of  Estimaied  Profits  May  Not  be  Circulated;  Policy 

Must  Contain  Entire  Coniract 

Extract  from  letter  dated  May  29,  1906,  from  the  Superintendent  to  the 
Associate  General  Agent  of  The  Northwestern  Mutual  life  Insurance  Com- 
pany of  Buffalo. 

"  Your  favor  of  the  26th  inst.,  enclosing  copy  of  an  illustration 
of  the  profits  estimated  to  he  paid  by  the  Fidelity  Mutual  Life 
Insurance  Company  on  one  of  its  20-payment  life  policies  with 
deferred  dividends  has  been  received. 

It  is  the  opinion  of  the  Department  that  such  an  ^  illustra- 
tion of  profits '  cannot  legally  be  issued  or  circulated  in  this  State 
at  this  present  time. 

On  and  after  January  1,  1907,  every  policy  of  life  insurance 
issued  or  delivered  within  this  State  shall  contain  the  entire  con- 
tract between  the  parties  and  therefore  the  guaranties  that  show 
in  the  illustration  you  enclose,  after  the  date  named,  would  neces- 
sarily be  incorporated  in  the  policy  itself." 

Prohibition  Applies  to  False  Estimates  Only,  Not  to  Estimated 
Dividends  Based  on  Actual  Dividends  Company  is  Paying 

Extract  from  letter  dated  November  21,  1906,  from  the  Superintendent  to 

Connecticut  General  Life  Insurance  Company. 

"  You  state  that  the  estimated  dividends  in  your  enclosures 
'  are  according  to  the  actual  scale  which  has  been  in  use  by  this 
company  since  1901;'  that  the  new  form  will  in  all  probability 
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oblige  you  to  change  your  dividend  scale  somewhat,  and  you  ask 
for  a  construction  of  section  60  of  the  Insurance  Law. 

In  my  opinion  ^estimated  dividends'  based  upon  the  actual 
dividends  you  are  paying,  and  shall  arrange  to  pay  upon  the  new 
f onn  of  policy,  are  not  such  as  are  prohibited  by  section  60 ;  the 
prohibition  applies  to  false  estimates  only  — '  misrepresenta- 
tions.' " 

Illustrations  of  Profits  Must  Represent  Present  Day  Results 

Ruling  of  August  3,  1909. 
Comments  on  an  advertising  booklet,  ''  The  Best  Policy." 

"  The  illustrations  of  cost,  on  pages  13  and  14,  are  misleading. 
Two  of  the  policies  there  used  as  illustrations  of  cost  (or  profits) 
were  issued  in  1869,  one  was  issued  in  1872,  one  in  1873,  and  the 
one  bearing  the  most  recent  date  was  issued  in  1874.  It  is  sub- 
mitted that  policies  which  became  paid-up  from  fifteen  to  twenty 
years  ago  are  not  fair  illustrations  of  present  day  results.  Ac- 
cording to  the  annual  report  of  the  company  filed  with  this  De- 
partment (as  of  December  31,  1908),  showing  dividends  on 
twenty  premium  life  policies,  the  accretions  to  such  a  policy  as 

No. ,  had  it  become  paid  up  in  1908,  would  have  been  less 

than  one-half  the  amount  stated  in  the  illustration.  *  *  *  Ad- 
vertising literature  should,  so  far  as  possible,  deal  with  present 
conditions  and  illustrations  of  results  should  be  drawn  from  recent 
settlements  under  policy  contracts  which  were  of  the  same  general 
character  as  those  now  lawfully  issued  in  this  State." 

Memorandum  of  Cost  Approved 

Extract  from  a  letter  dated  June  25,  1910,  from  the  Superintendent  to  the 

Union  Central  Life  Insurance  Company. 

"  Your  favor  of  the  23d  inst.,  submitting  for  approval  *  a 
memorandum  of  cost',  is  received.  I  would  advise  you  that  a 
statement  worded  as  follows  would  be  approved  by  me:  'First 
dividend  at  end  of  second  year  on  basis  of  dividend  paid  in  1910 

on  issues  of  1908,  should  be  about (stating  the  actual 

dividond  paid)  J  *' 
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"  Partnership  Proposition  "  Showing  Actual  Dividends  Paid  May 

he  Circulated 

Extract  from  letter  dated  October  31,  1910,  from  the  Superintendent  to  the 

Northweatem  Mutual  Life  Inafurance  Company. 

"  Your  favor  of  the  28th  inst.,  enclosing  a  proposed  *  partner- 
ship proposition'  to  be  used  in  soliciting  partnership  insurance 
among  large  firms  in  your  city,  is  received. 

In  my  opinion  dividend  estimates  based  upon  the  actual  divi- 
dends your  company  is  paying  and  shall  arrange  to  pay  upon  the 
form  of  policy  in  question  are  not  such  as  are  prohibited  by  section 
60  of  the  Insurance  Law ;  the  prohibition  applies  to  false  estimates 
only,  *  misrepresentations/  " 

Comparative  Reports  of  Various  Life  Insurance  Companies  May 

he  Circulated 

Extract   from    letter    dated    May    31,    1911,    from    the    Superintendent    to 

Goldberg  &  Erenstoft,  New  York. 

"*    *    *    You  State: 

'A  client  of  ours  is  considering  the  advisability  of  rendering  comparative  re- 
ports of  the  various  life  insurance  companies  to  those  considering  the  taking 

of  insurance  out  of  one  company  or  another    *    *    *.    Our  said  client  has  no 
connection  at  present  with  any  insurance  company.' 

At  this  time  I  should  not  consider  the  making  of  such  reports 
a  violation  of  law." 

Circular   Letter   of  Feb.    21,    1913,   in  re   ^'Comparisons   of 

Dividends  " 

"  Owing  to  the  many  inquiries  relating  to  comparisons  of  divi- 
dends which  have  been  made  of  late  by  life  insurance  agents  and 
others  it  is  thought  best  to  advise  you  that : 

'Thie  Department  holds  that  any  comparison  which  purports  to  give  the 
net  cost  or  other  benefits  to  be  had  in  the  future,  such  comparison  being  be- 
tween  two  or  more  companies  transacting  business  in  this  State,  must  be  com- 
plete. If  such  comparison  is  incomplete  it  is  misleading  within  the  terms  of 
section  60  of  the  Insurance  Law  of  this  State,  and  is,  therefore,  prohibited. 
k  comparison  to  be  complete  must  give  all  of  the  benefits,  non-forfeiture  or 
otherwise,  the  reserve  basis  and  in  the  case  of  non-participating  companies, 
proper  value  should  be  given  to  the  saving  of  excess  premiums  in  the  early 
years,  if  any.' 
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The  Department  trusts  that  the  various  companies  and  their 
agents  will  comply  with  the  spirit  and  letter  of  this  ruling;  kindly 
acknowledge  receipt.^' 

Comparisons  of  Future  Net  Cost  Musi  he  Complete 

Extract  from  letter  dated  February  28,  1913,  from  the  Superintendent  to  the 

Ck>nnecticut  General  Life  Insurance  Company. 

In  reply  to  your  favor  of  the  25th  inst.  I  would  state  that  if 
you  will  read  the  ruling  of  the  Department  carefully,  you  will 
find  that  it  only  applies  to  net  cost  in  the  futura  This  Departr 
ment  has  no  objection  to  comparison  of  net  cost  in  the  past,  if  it 
is  not  done  for  the  purpose  of  twisting  business,  but  if  your  com- 
pany desires  to  compare  the  cost  of  a  policy  in  your  company  in  the 
future  with  that  of  another  company,  you  must  give  a  complete 
comparison  as  to  all  benefits.  The  dividend  comparisons  published 
both  by  the  Spectator  Company,  Flitcraft  and  others,  as  I  under- 
stand it,  are  in  comparison  as  to  past  facts  and  not  future  estimates. 

Idem 

Extract  from  letter  dated  February  28,  1913,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company. 

Your  favor  of  the  25th  inst.  received,  and  in  reply  to  the  same 
I  would  state  that  the  ruling  of  this  Department  only  applies  to 
comparison  of  the  future  net  cost  and  had  no  reference  to  com- 
parisons of  past  net  cost.  Section  60  prohibits  misleading  esti- 
mates, and  this  Department  ruled  that  an  incomplete  com- 
parison of  net  cost  was  a  misleading  estimate.  The  schedules  of 
dividends  paid  in  the  past,  published  in  the  Department's  report 
and  other  reports  and  publications,  are  not  objectionable,  unless 
they  are  used  in  an  effort  to  twist  policies. 

Estimate  of  Future  Dividends  Must  he  Oi/ven  in  Detail 

Extract  from  letter  dated  February  27,  1013,  from  the  Superintendent  to 

F.  8.  Eggleston. 

"  In  reply  to  your  favor  of  the  24th  inst.  I  would  state  that 
if  the  Phoenix  Life  Insurance  Company  of  Hartford,  or  its  agents, 
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make  any  statement  estimating  future  dividends,  it  must  state 
them  in  detail,  giving  the  amount  of  the  dividend  for  the  first  and 
succeeding  years  for  as  long  a  term  as  is  estimated.  This  will  give 
the  policyholder  who  purchases  the  policy  an  opportunity  to  check 
up  company's  estimate  as  soon  as  it  commences  paying  dividends/' 

Words  "  Non-renewable/'  *'  Novrconvertible  "  Must  he  Used  When 
Term  Form  Does  Not  Provide  for  Renewal  or  Conversion, 

(See  ruling  of  Jan.  15,  1913,  new  section  101,  p.  356.) 

SUB.  2.     TWISTING 

Misrepresentations   of   Agent    Concerning   Policies   of   Another 

Company 

Extract  from  an  opinion  by  the  Superintendent,  dated  July  8,  1909,  in  the 

matter  of  Burr. 

"  Section  60  of  the  law  was  enacted  to  prevent  the  unsettling 
of  insurance  already  written.  If  enfor^jed,  it  protects  the  business 
of  companies  from  raids  from  unscrupulous  agents  of  other  com- 
panies on  policies  already  in  force  and  it  also  protects  the  insured 
from  the  loss  which  inevitably  follows  the  lapsation  of  insurance 
in  any  reputable  company.  The  only  one  who  really  gains  by  the 
process  of  shifting  insurance  of  some  years'  standing  from*  one 
such  company  to  another  is  the  agent  who  is  making  his  commis- 
sion in  the  transaction.  It  is  confusing  and  difficult  enough  for 
the  ordinary  layman  to  come  to  a  conclusion  regarding  his  in- 
surance amid  the  persistent  and  conflicting  advice  to  which  he  is 
subjected  from  resourceful  and  eloquent  agents  as  soon  as  he 
shows  the  first  symptoms  of  becoming  a  willing  and  select  risk. 
But  when  he  has  solved  the  problem  once  to  his  satisfaction  and 
has  deliberately  chosen  his  company  and  become  insured  therein, 
the  least  that  can  be  asked  is  that  he  be  left  to  pay  his  premiums 
and  enjoy  his  insurance  in  peace.  If,  however,  this  is  asking  too 
much  of  an  over  zealous  agent  who,  driven  by  an  ever  compelling 
desire  to  earn  a  commission,  must  argue  and  argue  with  him  to 
change  his  insurance  to  the  particular  company  he  represents,  then 
the  least  the  Department  can  do  to  help  maintain  normal  condi- 
tions in  the  insurance  field  is  to  insist  in  a  very  positive  manner 
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that  nothing  but  the  unadorned  truth  will  be  tolerated  from  such 
agents  engaged  in  this  so-^^alled  '  readjusting '  business.  This  it 
intends  to  do." 

Business  Belongs  to  Company;  Expirations  to  Agent 

Extract  from  letter  dated  November   14,   1912,  from  the  Superintendent  to 

William  H.  Bell. 

"  This  acknowledges  your  letter  of  November  8th,  with  refer- 
ence to  the  respective  rights  of  agents  and  companies  in  the  busi- 
ness of  insurance  placed  by  the  agents  with  the  companies,  with 
particular  respect  to  health  and  accident  policies. 

"  It  is  our  view  that  when  a  company  has  paid  a  commission 
for  a  policy  or  policies  of  insurance,  the  business  belong  to  the 
company  for  the  period  of  the  insurance  covered  by  the  policy; 
and  that,  while  the  '  expirations '  belong  to  the  agent,  fair  dealing 
forbids  an  agent  to  disturb  or  twist  such  business  before  its 
expiration." 

Section  70  —  Incorporation 

SUB.  1.    INSURANCE  UPON  LIVES  OR  HEALTH 

Insurance  Against  Disability  or  Disablement  Distinguished  from 

Accident  Insurance 

Extract  from  letter  dated  April  9,  1909,  from  the  Attorney -General  to  the 

Superintendent   of   Insurance. 

"  ♦  ♦  *  iSubdivision  1  of  §  70,  under  which  the  Liberty 
Life  Insurance  Company  is  incorporated,  provides  that  corpo- 
rations formed  under  its  provisions  may  write  the  following  kinds 
of  insurance: 

*  1.  Upon  the  lives  or  the  health  of  persons  and  every  insurance 

appertaining     thereto    and    to    grant,    purchase    or    dispose    of 

annuities/ 

«  ♦*♦*****» 

It  is  *  •*  *  my  opinion  that  the  Liberty  Life  Insurance 
Company,  under  subdivision  1  of  §  70,  has  the  right  to  issue  poli- 
cies or  to  reinsure  outstanding  policies  of  other  companies  which 
indemnify  the  insured  against  disability  or  disablements  from 
whatever  cause  resulting,  so  long  as  accident  insurance  as  such  is 
not  issued     *     *     *." 

(See  Op.  A.  G.  Feb.  23,  1909,  §  2^.) 
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Life  Insurance  Policy  May  Have  Attached  Health  Insurance 

Bider 

Ruling  of  November  3,  1909. 

"  Companies  organized  under  subdivision  1,  of  section  70,  may 
attach  to  their  life  insurance  policies  health  insurance  riders." 

Authorized  and  Prohibited  Risks 

Charter  of  foreign  life  and  accident  company  construed  strictly 
against  incorporators ;  where  special  powers  are  given  under  special 
act,  powers  are  not  enlarged  by  general  act 

(See  Op.  A.  G.  Nov.  17,  1892.) 

Idem 

Foreign  mutual  life  company  may  not  be  admitted  to  do  business 
as  a  stock  company. 

(See  Op.  A.  G.  July  2,  1896.) 

Idem 

Undertakers  and  medicinal  supply  company  may  incorporate 
under  sub.  1  of  section  70. 

(See  Op.  A.  G.  Aug.  19,  1895.) 

Idem 

Life  insurance  company  may  not  be  incorporated  for  the  pur- 
pose of  insuring  invalid  lives  exclusively. 
(See  Op.  A.  G.  Oct.  10,  1895.) 

Idem 

Foreign  life  and  trust  company  combining  banking  with  a  con- 
tract of  insurance  may  not  be  admitted. 
(See  Op.  A.  G.  May  14,  1896.) 

Idem 

Extract  from  letter  dated  June  10,  1914,  from  the  Superintendent  to  F.  W. 

Spicer. 

"  Your  favor  of has  been  received. 

Your  first  inquiry  reads  as  follows:  'Are  there  at  the  present  time  licensed 
to  do  business  in  the  State  of  New  York,  life  insurance  companies  devoted 
entirely  and  exclusively  to  the  writing  of  policiea  for  substandard  risks?  * 

To  this  my  answer  is  no. 


§    70  EXTBAOTS   FBOM   RuXINGS   AND    OPIiaONS  147 

Your  second  inquiry  reads  as  follows:  'If  there  is  not  such  a  company, 
what  conditions  would  it  be  necessary  for  a  new  company  to  comply  with,  to 
meet  the  requirements  of  the  laws  of  this  State  and  of  the  rules  of  your 
Department  in  order  to  be  licensed  to  do  a  business  of  writing  exclusively 
substandard  business  T' 

To  ibis  raj  answer  is  that  the  Insurance  Law  makes  no  pro- 
vision for  the  incorporation  in  this  State  of  a  life  insurance  com- 
pany to  write  substandard  risks  exclusively,  consequently  no  rules 
have  been  formulated  by  the  Department  for  the  licensing  of  a  life 
insurance  company  to  do  the  class  of  business  mentioned." 

SUB.  10  (now  Sub.  9).    AUTOMOBILE  COLLISION  INSURANCE. 

AvftomobUe  CoUiHan  Gordracts  Authorized  Under  Sections  70 

and  160 

Extract   from   letter   dated   March    14,    1908,   from   the   Attorney-General   to 

the   Superintendent  of   Insurance. 

^^It  is  my  opinion  that  such  insurance  is  permitted  by  com- 
panies incorporated  under  section  70  and  (or)  section  150,  but 
not  by  those  incorporated  under  section  110/' 

Section  71  —  Completion  of  Organization 

Reduction  of  Capital  Stock 

Eight  to  reduce  capital  stock  not  limited  to  cases  where  capital 
stock  has  been  paid  in. 

(See  Op.  A.  G.  Feb.  9,  1903.) 

Subscription  to  Capital  Stock  Prior  to  Admission 

Subscription  to  capital  stock  subsequent  to  filing  declaration 
prior  to  admission  allowed. 

(See  Op.  A.  G.  Aug.  6,  1903.) 

Excess  Deposits  May  Be  Returned 

The  Superintendent  of  Insurance  has  authority  to  return  to  a 
life  insurance  company  securities  on  deposit  with  him  in  excess  of 
the  amount  required  by  the  statute  to  be  so  deposited.  Distinction 
between  old  and  amended  law  with  reference  to  return  of  excess 
deposits  pointed  out. 

(See  Op.  A.  G.  July  1,  1909.) 
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Section  83  —  Distribution  of  Surplus  to  Policyholders 

SUB.  1.    ANNUAL  DIVIDEND  POLICIES 

Word  "Issued"  as  Used  in  Sections  83  and  lOQ-,  Synonymous 
with  "  Written,"  as  Used  in  Section  103 

Extract  from  letter  dated  January  8,  1907,  from  the  Superintendent  to  the 

Provident  Savings  life  Assurance  Society. 

"  *  *  *  Your  statement :  ^  That  the  meaning  of  the  word 
issued  as  used  in  the  Armstrong  Amendments  (in  §§  83  and 
102),  imports  a  different  act  from  the  act  of  delivery  which  by  the 
terms  of  the  contract  would  give  the  policy  its  legal  inception 
and  is  used  synonymously  with  the  word  written^  as  used  in 
insurance  parlance  and  in  section  103  of  the  law/  is,  in  my 
opinion,  correct." 

SUB.  2.    DEFERRED  DIVIDEND  POLICIES 

Deferred  Dividend  Policies  Cannot  be  Issued  at  Home  or  Abroad 

After  January  1,  190Y 

Extract  from  letter  dated  December  3,  1900,  from  the  Superintendent  to  the 

Germania  Life  Insurance  Company. 

"  Policies  with  deferred  dividend  periods  as  mentioned  in  V. 
of  your  letter  cannot  be  issued  at  home,  or  abroad,  after  January 
1,  1907.    See  section  83  of  the  Insurance  Law." 

Life  Companies  Prohibited  From  Writing  Other  Than  Annual 
Dividend  Contracts  No  Mutter  Where  Delivered. 

Extract  from  letter  dated  December  8,  1006,  from  the  Superintendent  to  Hon. 

B.  F.  Carroll. 

"  Replying  to  your  favor would  state  that  on  and  after 

January  1,  1907,  New  York  life  insurance  corporations  are  pro- 
hibited from  writing  other  than  annual  dividend  contracts,  no 
matter  where  the  contracts  are  to  be  delivered." 

Deferred  Dividend  Policies  Issued  Prior  to  January  1,  1907, 

Not  Affected  by  Provisions  of  the  Law 

Extract   from   letter   dated    February    15,    1907,   from  the   Superintendent   to 

the   Editor   of   The   World's   Work. 

"  Your  favor  of  the  14th  instant,  relating  to  deferred  dividend 
policies  issued  prior  to  the  passage  of  the  insurance  laws  of  1906, 
is  received.     ♦     *     ♦ 


§  83  Extracts  from  Rulings  akd  Opinions  149 

The  provision  of  section  83,  requiring  distribution  of  surplus 
to  be  made  annually,  applies  to  policies  issued  on  and  after  the 
Ist  day  of  January,  1907.     ♦     *     *  '^ 

(See  extract  from  letter  dated  August  16,  1906,  from  the 
Superintendent  to  "  The  Western  Underwriter,'^  §  97,  sub.  !•) 

Retvam  Premium   Feature   May  Not   be   Added   to   Deferred 

Dividend  Policies 

Extract  from  letter  dated  March  5,   1907,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

"  In  your  favor  you  state : 

'We  occasionally  have  requests  to  add  the  return  premium  feature  to  de- 
ferred dividend  policies  issued  prior  to  this  year.  Would  it  be  contrary  to 
law,  in  your  judgment,  to  make  such  a  change,  provided  the  date  of  the  con- 
tract were  1906  or  prior?' 

In  my  opinion  such  a  change  should  not  be  made  unless  it  be 
made  in  accordance  with  an  express  provision  of  the  original 
contract" 

Deferred  Dividend  Policy  Issued  Prior  to  January  1st  May  he 
Exchanged  for  Two  Policies  Equal  in  Value  to  the  Single 
Policy. 

Extract  from  letter  dated  March  12,  1907,  from  the  Superintendent  to  The 

Washington  Life  Insurance  Company. 

"  In  your  favor you  ask : 

'Where  a  policy  has  been  issued  —  say  for  $10,000  of  insurance  prior  to 
January  1st,  last,  under  the  deferred  dividend  plan,  and  where  the  insured 
now  desires  to  have  this  policy  separated  into  two  policies  for  $5,000  each, 
can  a  company  issue  two  policies  of  $5,000  each  in  exchange  for  the  surrender 
of  the  original  policy,  said  policies  to  bear  the  date  of  the  original  policy  and 
to  be  issued  under  the  same  plan  ? ' 

I  am  of  the  opinion  that  such  an  exchange  of  policies  can  law- 
fully be  made." 

Deferred  Dividend  Policy  Issued  Prior  to  January  1,  1907,  May 

he  Changed  to  Endowment  Policy 

E2xtract   from  letter  dated  April  23,   1907,  from   the  Superintendent  to  the 

Home  life  Insurance  Company. 

«  #     «     «     You  ask  for  a  decision  on  the  following  point : 

*  In  the  case  of  a  limited  payment  life  or  ordinary  life  policy  issued 
prior  to  January  1,  1907,  with  a  deferred  dividend  period,  will  the  company 
be  violating  either  the  spirit  or  the  letter  of  the  law  if,  upon  request,  the 
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original  policy  Ib  clianged  to  on  endowment  policy  for  the  same  amount,  the 
changed  form  of  policy  bearing  the  same  date  as  the  original  and  the  premium 
consideration  being  that  for  the  age  at  which  the  policy  was  originally  issued 
with  a  deferred  dividend  period  for  the  same  term  of  years  as  the  original 
policy? ' 

I  am  of  the  opinion  that  the  change,  as  stated,  may  be  made." 

Deferred  Dividend  Policy  Issued  Prior  to  January  1,  1907,  May 
he  Exchanged  for  Another  Form  wiih  Same  Deferred  Divi- 
dend Period 

Extract  from  letter  dated  August  14,  1908,  from  the  Superintendent  to  the 

Fidelity  Mutual   life  Insurance  Company. 

"  Your  favor  of  the  13th  inst  is  received.    You  etate: 

*  We  would  be  pleased  to  have  your  ruling  with  reference  to  changes  which 
are  sometimes  desired  in  policies  issued  prior  to  January  1,  1007.  It  some- 
times happens  that  a  policyholder  insured  under  a  policy  which  by  its  terms 
defers  the  distribution  of  surplus  to  some  future  date  more  than  one  year 
beyond  the  date  of  issuance  of  the  policy,  desires  to  have  the  same  changed 
to  another  plan,  the  changed  policy  to  hk  issued  as  of  the  same  original  date 
and  age.  To  illustrate:  There  may  be  a  policyholder  having  an  ordinary  lift 
policy  with  dividends  deferred  for  twenty  years,  issued  five  years  ago,  who 
now  desires  to  have  the  same  changed  to  20-payment  life  or  20-year  endow- 
ment, the  changed  policy  to  be  in  all  respects  the  same  as  if  it  had  been 
applied  for  and  issued  five  years  ago,  and  containing  the  same  provisions  as 
to  deferring  dividends/ 

To  this  my  answer  is  that  a  deferred  dividend  policy  issued 
prior  to  January  1,  1907,  may  after  that  date  be  exchanged  for 
another  form  of  policy  with  the  same  deferred  dividend  period, 
written  on  the  original  age  and  date  of  issue." 

SUB.  8.    EXISTING  DEFERRED  DIVIDEND  POLICIES 

Sums  Held  for  Account  of  Existing  Deferred  Dividend  Policies 

Shall  he  Set  Aside  Annually 

Extract   from   letter   dated   January    26,  1007,  from  the  Superintendent  to 

Mr.  H.  R.  Lawford. 

"  Section  83  provides  for  the  ascertainment  and  distribution 
annually  of  its  proportion  of  the  surplus  to  every  policy  issued  on 
and  after  Jan.  1,  1907.  It  also  provides  for  the  setting  aside 
annually  of  ^  such  sums  as  may  properly  be  held  for  account  of 
existing  deferred  dividend  policies.'  " 
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Statement  of  AccumvloHons  on  Deferred  Dividend  Policies  Here- 
tofore Written  Not  Required 

Extract  from  letter  dated  February  20,  1907,  from  the  Superintendent  to  Mr. 

Edward  F.  Walsh. 

"  *  *  *  The  new  Insurance  Law  does  not  require  companies 
whicli  have  heretofore  written  tontine  or  deferred  dividend  poli- 
cies to  make  any  statement  to  a  policyholder  as  to  the  amount 
accumulated  on  these  forms,  before  the  end  of  the  period  for 
which  the  distribution  has  been  deferred." 

SUB.  4.    SURPLUS  — EARNED  OK  SAVED 

Deferred  Dividend  or  Non-participating  Plan  in  Mutual  Com- 
pany Issued  in  1906,  Not  Completed  TJntH  1907 

(See  letter  dated  November  27,  1906,  from  the  Superintendent 
to  New  York  Life  Insurance  Company,  appearing  under  §  101, 
sub.  1  (old),  standard  policy  form.) 

Surplus  Earned  During  Year  Need  Not  he  Ascertained  Urdil 

End  of  the  Year  1907 

Extract  from  letter  dated  Noyember  28,  1906,  from  the  Superintendent  to  The 

Mutual  Life  Insurance  Company. 

"I  am  clearly  of  the  opinion  that  the  sentence:  'Upon  the 
thirty-first  day  of  December  of  each  year,  or  as  soon  thereafter 
as  may  be  practicable,  every  corporation  shall  well  and  truly  ascer- 
tain the  surplus  earned  by  such  corporation  during  said  year' 
does  not  apply  to  the  present  year;  it  does  not  become  applicable 
until  the  end  of  the  year  1907," 

Apportionment  of  Dividends  Shall  be  Made  Annuaily 

Extract  from  letter  dated  February  4,  1907,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company. 

"  I  am  of  the  opinion  that  this  provision  of  the  section  simply 
requires  that  the  determination  and  apportionment  of  dividends 
shall  be  made  annually  as  soon  after  the  thirty-first  day  of  Decem- 
ber in  each  year  as  it  may  be  found  possible,  proper  allowance 
being  made  for  all  necessary  work  connected  therewith." 


^ 
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When  Declared  Dividends  Considered  a  Liahiliiy 

Upon  examination.  Superintendent  must  regard  declared  divi- 
dends as  a  liability. 

(See  Op.  A.  G.  June  20,  1906.) 

« 

Idem, 

Dividends  for  1906,  credited  during  that  year  to  several  poli- 
cies, but  not  paid,  should  be  considered  a  liability  of  the  company, 
if  the  company  had  surplus  when  such  dividends  were  credited. 

(See  Op.  A.  G.  June  1,  1907.) 

Policyholders  May  Not  be  Discriminated  Against 

Life  insurance  company  should  not  discriminate  among  policy- 
holders in  distribution  of  profits. 
(See  Op.  A.  G.  June  8,  1908.) 

No  Surplus  Paid  or  Credited  on  Policy  Unless  Saved  or  Earned 

Extract  from  letter  dated  June  7,  1909,  from  the  Superintendent  to  the  Provi* 

dent  Life  and  Trust  Company. 

"  Of  course,  if  there  be  no  '  surplus  to  divide  at  the  end  of  the 
first  year,'  or  any  other  year  in  the  life  of  a  policy,  there  will  be 
nothing  paid  on  or  credited  to  it.'* 

Policy  Cannot  Defeat  Right  of  Election  to  Direct  Manner  in 

Which  Dividends  Shall  he  Paid 

Ruling  of  September  4,  1909. 

"  Certain  policy  forms  which  were  submitted  contained  a  pro- 
vision :  '  That  unless  used  as  provided  for,  all  distributions  of  sur- 
plus shall  remain  in  the  hands  of  the  company.'  The  ruling 
thereon  was  as  follows :  '  The  use  of  the  word  shall  in  forms 
7,  8,  9,  29  and  37  in  the  clause  relating  to  the  distribution  of  sur- 
plus, is  deemed  objectionable  for  the  reason  that  it  indicates, 
primarily,  an  obligation  on  the  part  of  the  policyholder  to  leave 
the  dividends  with  the  company  without  electing  annually  the 
manner  in  which  such  dividends  shall  be  applied,  as  required 
by  the  terms  of  section  83  of  the  Insurance  Law.  In  such  a 
matter  the  practice  of  a  company  should  conform  to  the  statute 
and  the  substitution  of  the  word  may  in  place  of  the  word  shaU 
will  more  nearly  meet  the  requirements  of  section  88/  '* 
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PaidrUp  Claitse  Not  Defeating  Options  May  be  Used 

Extract   from   letter   dated   August   lO,    1010>  from  the  Superintendent  to 

Messrs.  Hanson  ft  Dickson. 

"Touask: 

'If  a  policy  containing  such  a  clause  as  —  upon  default  in  the  payment 
of  any  premium,  this  policy  will  be  binding  upon  the  company  as  participat- 
ing pmid*up  insurance  for  a  reduced  amount,  payable  at  the  same  time  and 
on  the  same  conditione  as  under  the  original  contract — or  one  similar  thereto, 
may  lawfully  be  issued  in  this  State,  at  the  present  time,  by  a  New  York  or 
Massachusetts  life  insurance  company.' 

To  this  my  answer  is,  yes,  in  connection  with  '  the  options  to 
which  the  policyholder  is  entitled  in  the  event  of  default  in  a 
premium  payment  after  three  full  annual  premiums  shall  have 
been  paid/  '* 

PoUcyhdlder  May  Elect  Annvxd  Dividend  Option  in  Advance 

Extract  from  letter  dated  February  26,  1914,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

"  You  state : 

'In  complying  with  section  83  of  the  New  York  law,  this  company  mails 
anniially,  to  the  holders  of  all  annual  dividend  policies,  a  statement  showing 
the  dividend  apportioned  thereto,  indicating  the  manner  in  which  the  dividend 
may  be  applied. 

*  Will  you  be  good  -enough  to  advise  us  whether,  in  your  judgment,  there 
is  anything  in  the  above  section  to  prevent  a  policyholder  from  giving  notice 
in  advance  that  he  desires  to  have  his  dividend  as  declared  each  year  placed 
to  the  credit  of  his  policy  to  accumulate  at  interest. 

*  We  have  heretofore  taken  the  position  that  the  insured  must  make  his 
selection  eadi  year.  Many  of  our  policyholders  object  to  this  ruling  and  in- 
sist upon  the  company  recognizing  their  previous  request.' 

I  am  of  the  opinion  that  there  is  nothing  in  the  section  to  pre- 
vent a  policyholder  giving  notice  in  advance  of  his  selection,  such 
selection  to  hold  good  ^  until  further  notice,'  the  change,  if  any, 
to  take  effect  on  an  anniversary  of  the  date  of  issue  of  the  policy." 

Payment  of  Dividend  May  be  Made  Contingent  upon  Payment 

of  Second  Annual  Premium 

Extract  from  letter  dated  February  21,   l&ll,  from  the  Superintendent  to 

The  Union  Central  Life  Insurance  Company. 

"  *    *    *    You  State; 

'We  propose  paying  a  dividend  at  the  end  of  the  first  year  on  policies 
issued  in  1911  and  will  be  obliged  for  an  expression  of  your  opinion,  whether 
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under  the  New  York  laws  such  first  year  diyidend  may  be  made  oontingent 
upon  the  payment  of  the  second  annual  premiuuL* 

I  would  advise  you  that  there  is  nothing  in  the  Insurance  Law 
to  prevent  such  payment  of  dividend/' 

No  Provision  in  the  Insurance  Law  by  Which  Life  Companies 
Would  he  Bound  to  Pay  Dividends  at  the  End  of  the  First 
Tear 

Extract  from  letter  dated  September  25,  1911,  from  the  Superintendent  to 

R.  C.  Hunter. 

«  ♦  *  *  There  is  no  provision  in  the  Insurance  Law  of  this 
State  by  which  '  all  life  insurance  companies  issuing  policies  in 
your  (this)  State  would  be  bound  under  the  law  to  pay  a  dividend 
at  the  end  of  the  first  year." 

Section  83  provides  that: 

'Except  as  herein  provided,  every  domestic  life  insurance  corporation  here- 
tofore or  hereafter  organized,  whether  incorporated  by  special  act  or  under 
a  general  statute,  anything  in  its  charter  or  certificate  of  incorporation  or 
in  such  special  act  or  general  statute  to  the  contrary  notwithstanding,  shall 
provide  in  every  policy  issued  on  or  after  the  first  day  of  January,  nineteen 
hundred  and  seven,  that  the  proportion  of  the  surplus  accruing  upon  said 
policy  shall  be  ascertained  and  distributed  annually  and  not  otherwise.' 

New  section  101,  subdivision  5,  provides  that  policies  issued  on 
and  after  January  1,  1910,  shall  contain  'A  provision  that  the 
policy  shall  participate  in  the  surplus  of  the  company  annually/ 
This  agrees  with  the  clause  relating  to  participation  in  the  standard 
forms  of  policies  provided  for  by  old  section  101. 

You  will,  of  course,  bear  in  mind  the  fact  that  a  *  dividend  '  can- 
not lawfully  be  declared  unless  ^  the  surplus  accruing  upon  said 
policy '  is  sufficient  to  warrant  it." 

SUB.  7.    FOREIGN  CORPORATION,  PARTICIPATING  POLICY 

Foreign  Company  Must  Provide  for  Distribviing  Surplus  An- 
nually in  All  Participating  Policies  (Industrial  or  Ordinary) 
Issued  or  Delivered  by  It  in  This  State 

Ebctract  from  letter  dated  January  3,  1907,  from  the  Superintendent  to  the 

Columbian  National   life  Insurance  Company. 

"  Section  83  of  the  Insurance  Law  provides  that: 

'A  foreign  life  insurance  corporation  which  shall  not  provide  in  every 
participating  policy  issued  or  delivered  in  this  State  on  or  after  the  first 
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day  of  January,  nineteen  hundred  and  seven,  that  the  proportion  of  the 
surplus  accruing  upon  said  policy  shall  be  ascertained  and  distributed  annu- 
ally and  not  otherwise,  and  which  shall  not  ascertain  and  distribute  the 
surplus  accruing  upon  said  policies  annually  either  by  providing  for  their 
payment  in  cash  or  their  application  to  the  payment  of  premiums  or  to  the 
purchase  of  paid-up  additions  or  for  their  accumulation  as  above  provided 
in  the  case  of  domestic  corporations  shall  not  be  permitted  to  do  business 
within  this  State.' 

This  provision  applies  to  *  every  participating  policy  issued  or 
delivered  in  this  State '  by  a  foreign  life  insurance  company  on 
or  after  January  1,  1907,  regardless  of  the  fact  whether  it  is  an 
industrial  or  an  ordinary  policy." 

Automatic  Feature  of  Applying  Dividends  Not  Compulsory  on 

Foreign  Life  Insurwnce  Companies 

Extract  from  Opinion  of  Department  Counsel,  dated  October  26,  1900. 

**  The  question  of  whether  a  foreign  life  insurance  company, 
doing  a  participating  business,  will  be  permitted  to  issue  policies 
in  this  State,  which  do  not  provide  for  the  so-called  automatic 
feature  of  applying  the  annual  dividend  to  the  purchase  of 
paid-up  additions  in  case  the  policyholder  does  not  affirmatively 
elect  the  manner  in  which  he  desires  his  dividends  applied,  has 
been  referred  to  me  for  opinion.  Inasmuch  as  the  main  purpose 
of  the  section  is  to  secure  annual  distribution  in  one  of  the  four 
ways  mentioned,  and  inasmuch  as  the  four  ways  are  set  forth 
specifically  for  the  guidance  of  domestic  companies,  it  is  my 
opinion  that  the  words  quoted  have  reference  to  such  method  of 
distributing  surplus  applicable  to  dividends  rather  than  to  that 
part  of  the  section  providing  for  the  automatic  feature  and,  in 
my  judgment,  the  Department  would  be  justified  in  permitting 
foreign  life  insurance  companies  to  do  business  in  this  State  whose 
participating  policies  provide  that  the  dividends  shall  be  ascer- 
tained and  divided  annually  in  one  of  such  four  ways." 

Section  84  —  Valuation  of  Policies 

SXTB.  1.    VALUATION  OF  POLICIES 

Valuation  of  insurance  policies  under  new  provisions  of  sec- 
tion 84. 

(See  Op.  A.  G.  June  11,  1906.) 
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Idem 

Company  should  be  charged  with  special  reserve  as  a  liability 
where  it  appears  that  the  company  upon  reorganization  as  a  stock 
company  agreed  to  set  aside  such  reserve. 

(See  Op.  A.  G.  June  1,  1907.) 

Idem 

Select  and  ultimate  method  involves  the  proposition  that  the 
minimum  net  valuation  shall  equal  the  mortality  risk  at  select 
rates  from  the  date  of  valuation  to  date  when  next  premium 
falls  due. 

(See  Op.  A.  G.  Nov.  21,  1907;  Jan.  27,  1908.) 

SUB.  3.    EXTRA  HAZARDS 

''  Special  Class  "  Policies  May  be  Valued  on  Table  of  Mortality 
Based  on  Experience  of  a  Company  in  This  Class  of  Business 

Extract  from  letter  dated  August  27,  1906,  from  the  Superintendent  to  Metro- 
politan Life  Insurance  Company. 

"  Section  84  of  the  Insurance  Lav^  provides  a  legal  minimum 
standard  of  valuation  for  *  all  contracts  issued  on  and  after  the 
Iflt  day  of  January,  1907.'  It  also  provides  that:  '  The  Super- 
intendent may  vary  the  standards  of  interest  and  mortality  ♦  *  * 
in  particular  cases  of  invalid  lives  and  other  extra  hazards,'  etc. 
This  last  provision  will  allow  the  adoption,  for  the  purposes  of 
valuing  your  '  special  class '  business,  of  a  table  of  mortality 
based  on  the  experience  of  your  company  with  this  class  of  risks. 

Section  88  provides  that  the  surrender  values  of  policies  is- 
sued on  and  after  January  1,  1907,  shall  be  based  on  the  reserves 
computed  according  to  the  standard  adopted  in  accordance  with 
section  84  of  the  Insurance  Law." 

VdltuUion  of  Policies  Issued  on  Underaverage  Lives 

ESxtract  from  letter  dated   November  22,   1906,  from  the   Superintendent  to 

New  York  Life  Insurance  Company. 

"  Tour  favor  of  the  2l8t  inst,  enclosing  three  forms  of  stand- 
ard life  insurance  policies  modified,  *  In  order  to  provide  for  ap- 
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plicants  who  are  imderaverage  risks  by  reason  of  personal  or 
family  history,  physical  condition  or  occupation/  has  been  re- 
ceived.   *    ♦    ♦ 

As  to  the  valuation  of  this  class  of  policies,  I  am  of  the  opin- 
ion ^  that  the  reserves  and  the  single  premiums  for  life,  term,  and 
pure  endowment  should  be  those  for  the  true  age  of  the  insured 
plus  the  advance  in  age  for  impairment'  " 

Valuaiion  of  Policies  Issued  in  8emi-Tropicdl  and  Tropical 

Cotrntries 

Extract  from  letter  dated  September   17,  1906,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

'^  Your  suggestion  that :  '  The  standard  for  the  valuation  of 
policies  and  for  single  premiums  for  life,  term,  and  endowment 
be  Seequi-American  Mortality  for  countries  in  which  the  Semi- 
Tropical  premium  is  charged  and  Double  American  Mortality  in 
countries  where  the  Tropical  scale  is  charged  and  that  where  the 
rate  of  premium  used  in  calculating  the  premium  under  the  origi- 
nal policy  was  3  per  cent.,  the  same  rate  of  interest  be  used  in 
calculating  the  Semi-Tropical  and  Tropical  reserves  on  the  fore- 
going bases  of  mortality,'  is  approved.'' 

Standards  Adapted  by  the  Superintendent  in  Cases  of  Invalid 
Lives  and  Other  Extra  Hazards  to  be  Construed  as  Legal 
Minimum  Standards 

Extract  from  letter  dated  July  26,  1907,  from  the  Superintendent  to  J^etro- 

politan  life  Insurance  Company. 

"You  refer  to  that  provision  of  section  84  of  the  Insurance 
Law  which  authorizes  the  Superintendent  to  vary  the  standards 
of  interest  and  mortality  *  in  particular  cases  of  invalid  lives  and 
other  extra  hazards,'  and  state: 

'The  question  arises  whether  the  standards  adopted  by  the  Superintendent 
in  particular  cases  of  invalid  lives  and  other  extra  hazards  are  to  be  con- 
strued as  minimum  standards.  If  they  are  not  to  be  construed,  as  minimum 
standards,  then  what  Select  and  Ultimate  Table  of  Mortality  should  be  used 
to  determine  the  minimum  standard?' 

In  reply  I  would  advise  you  that  the  standards  adopted  by 
the  Superintendent  for  the  cases  referred  to  are  to  be  construed 
as  legal  minimum  standards." 
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Valuation  of  Wadver  of  Premium  on  Permanent  Disability 

Extract  from  letter  dated  August  0,  1911,  from  the  Superintendent  to  th« 

New  York  Life  Insuranoe  Gompany. 

"  *  *  *  In  accordance  with  the  following  proviBionfl  of  seotion 
84  of  the  Insurance  Law,  *  The  Superintendent  may  vary  the  stand- 
ards of  interest  and  mortality  in  particular  cases  of  invalid  lives 
and  other  extra  hazards/  etc.,  the  Superintendent  adopts  for  the 
valuation  of  waiver  of  premium  on  permanent  disability,  Arthur 
Hunter's  ^  Tables  of  Bates  of  Disability,  and  of  Mortality  among 
Disabled  Lives,'  combined  with  American  Experience  Table  of 
Mortality  with  Interest  at  3  per  centum  per  annum.  (See 
No.  45  *  Transactions '  Actuarial  Society  of  America.)  " 

ValiLation  of  Supplementary  Contracts  for  Waiver  of  Premium 

Extract  from  letter  dated  October  15,  1912,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

"*    *    *    You  State: 

'  We  have  the  reserves  issued  by  the  Department  on  Hunter's  Disability 
Tables  based  upon  3  per  cent,  interest,  which  we  understand  will  be  used  for 
companies  on  the  3^  per  cent,  basis,  and  are  accordingly  preparing  to  use 
these  reserves,  but,  unfortunately,  they  are  published  only  for  the  regular 
kinds  of  policies  such  as  life,  limited  payment  and  endowment.  It  is  there- 
fore necessary  for  us  to  prepare  the  tables  of  reserves  for  those  special  policies 
issued  by  this  company,  such  as  optional  life  or  ^dowment,  guaranteed  divi- 
dend, etc.,  and  we  ask  your  permission  to  value  these  policies  on  the  basis  of 
the  mean  reserves  obtained  by  increasing  the  twenty  payment  life  mean  re- 
serves for  each  year  in  the  proportion  that  the  net  3^  per  cent,  annual  pre- 
miums on  these  policies  bears  to  the  net  3  per  cent,  premium  for  the  twenty 
payment  life  on  the  American  table.  Similarly  for  other  policies  with  the 
premiums  limited  to  twenty  years.  Where  the  premiums  are  limited  to  ten 
and  fifteen  years,  we  propose  the  use  of  the  ratio  of  the  ten  payment  3  per 
cent,  premium  or  fifteen  payment  3  per  cent,  premium.    •     •    • 

We  suggest  this  method  for  use  only  on  our  special  polieies,  being  perfectly 
agreeable  to  the  entire  3  per  cent,  reserve  where  that  is  published  on  the  regu- 
lar forms,  and,  furthermore,  we  would  suggest,  that,  if  you  acquiesce  in  this  for 
our  special  policies  on  the  3%  per  cent,  basis,  we  use  the  same  reserve  on  our 
4  per  cent,  policies  issued  prior  to  1901.  As  the  net  premium  on  a  3%  per 
cent,  basis  is  higher  than  on  a  4  per  cent  basis,  we  would  be  on  the  safe  side. 

If  we  receive  your  permission  to  increase  the  limited  life  reserves  in  propor- 
tion to  the  increase  in  premiums,  as  herein  suggested,  we  will  prepare  a  com- 
plete table  of  reserves  for  all  our  special  policies  and  forward  them  to  you 
in  the  near  future.' 

For  the  purposes  of  the  current  year's  valuation  the  proposed 
method  of  valuation  has  my  approval'' 
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SUB.  4.    FOREIGN  VALUATION 

Valuation  of  life  insurance  companies^  incorporated  under  the 
laws  of  any  State  or  country^  outside  of  the  United  States,  is  upon 
policies  in  force  only  in  this  country. 

(See  Op.  A.  G.  Dec.  28,  1898.) 

Valuation  of  Foreign  Policies  Issued  After  January  1,  1907, 
Must  he  Made  upon  Basis  of  Am.  Ex.  Table  of  Mortality  8V^ 
per  cent,  Select-and-Ultimate  Method 

E«xtract  from  letter  dated  April  24,  1907>  from  the  Superintendent  to  the 

Gommissioner  of  Insurance  of  Connecticut. 

^'  Your  favor  of  the  22nd  inst,  relating  to  the  last  sentence  of 
section  84  of  the  Insurance  Law  of  this  State,  has  been  received. 
Section  84  provides  that 

'The  Superintendent  of  Ineurance  BhaU  annually  make  Yaluations  of  all 
outstanding  polioiee,  etc.,  of  every  life  insurance  corporation  doing  husiness 
in  this  State.  These  valuations  are  to  be  made  on  the  net  premium  basis 
in  accordance  with  certain  prescribed  minimum  standards.  In  the  case  of  a 
corporation  of  any  other  State  the  Superintendent  may,  under  certain  con- 
ditions, accept  the  certificate  of  valuation  of  the  Department  of  Insurance 
of  such  other  State  "  if  made  upon  the  basis  and  according  to  the  standards 
herein  required    *     * 


99  > 


I  am  of  the  opinion  that  the  certificate  of  valuation  of  the 
Department  of  Insurance  of  another  State,  referred  to  above,  so 
far  as  it  relates  to  policies  issued  on  or  after  January  1,  1907, 
must  be  made  upon  the  basis  and  according  to  the  standards 
set  forth  in  the  section,  American  Experience  Table  of  Mortality 
vtrith  interest  at  3^  per  cent,  per  annum,  Select-and-Ultimate 
method. 

The  sentence  quoted  by  you  provides  that  any  life  insur- 
ance corporation  valuing  its  policies  or  any  class  thereof  (issued 
on  or  after  January  1,  1907),  upon  standards  producing  reserves 
greater  than  those  computed  by  the  legal  minimum  standard,  ^  in 
every  such  case  shall  report  any  excess  of  its  valuations  over  those 
computed  by  the  said  legal  minimum  standard,'  etc. 

I  am  of  the  opinion  that  in  every  such  case  where  a  life  in- 
surance corporation  of  another  State  charges  itself  with  reserves 


160  EXTKAOTS    FROM   RuLINGS   AND    OPINIONS  §    84: 

'greater  than  those  computed  by  the  legal  Tninimiim  standard/ 
the  company,  in  addition  to  the  certificate  referred  to  above,  wiD 
have  to  furnish,  as  formerly,  a  proper  certificate  of  valuation  by 
the  Department  of  Insurance  of  its  home  State,  based  upon  the 
standards  adopted  by  the  company  and  also  '  report  any  exceBS,* 
etc.,  in  its  annual  statement.'' 

Policies  Issued  on  and  After  January  1,  1907,  Must  he  Valv>ed 
According  to  Standards  Taking  Effect  That  Day 

Extract  from  letter  dated  May  1,  1907,  from  the  Superintendent  to  the  Oom- 

missioner  of  Insurance  of  Connecticut. 

"  Your  favor  of  the  2.6th  ult.,  in  further  reference  to  section  84 
of  the  Insurance  Law  of  this  State,  was  received  by  due  course  of 
mail. 

As  the  section  now  stands,  all  policies  issued  on  and  after 
January  1,  1907,  muat  necessarily  be  valued  upon  the  standards 
and  in  accordance  with  the  method  taking  effect  that  day,  in 
order  that  the  excess  of  the  company's  valuation,  if  any,  over 
that  made  upon  the  legal  minimum  standard  may  be  determined. 
Of  course  this  will  require  that  all  extra  guaranties  shall  be  prop- 
erly valued.*' 

Valuations  of  Policies  by  Another  State  Will  be  Accepted  if 
Made  upon  a  Basis  Which  Would  Give  a  Higher  Reserve 

B«xtract   from   letter   dated  January    17,    1908,   from  the   Superintendent  to 

Commissioner  of  Insurance  of  New  Jersey. 

"  You  write : 

'  Your  State  has  by  law  prescribed  the  Select  and  Ultimate  Table  with  S^ 
per  cent,  interest  as  the  basis  for  valuation  of  all  policies  issued  in  1907 
and  thereafter,  but  as  this  is  the  minimum  standard,  I  assume  that  you  would 
accept  the  valuation  of  another  State  if  made  upon  a  basis  or  bastfs  whieh 
would  give  a  higher  reserve.' 

Your  assumption  is  entirely  correct  if  valuation  of  policies 
issued  on  and  after  January  1,  1907,  is  made  according  to  the 
American  Experience  Table  at  a  rate  of  interest  not  lower  than 
3  per  cent,  per  annum. 
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SUB.  5.    JOINT  LIVES 

Makehamized  Am.  Ex.   Table  May  be   Used  for  Valuation  of 
Joint  Life  and  Last  Survivor  Insurances 

Extract   from   letter  dated  April   3,    1907,   from   the   Superintendent   to   The 
Equitable  Life  Assiuranoe  Society  of  the  L-nited  States. 

"  In  my  opinion  the  Makehamized  American  Experience  Table 
(Hunter's)  may  be  used  for  the  valuation  of,  and  all  other  pur- 
poses connected  with,  joint  life  and  last  survivor  insurances. 

An  extension  of  the  American  Experience  Table  to  age  O 
has  been  made  by  Mr.  James  M.  Craig  and  a  copy  thereof  is 
enclosed  herewith.  The  use  of  this  extension  for  the  valuation 
of,  and  all  other  purposes  connected  with,  children's  endowments, 
has  my  approval." 

Idem 

Extract  from  letter  dated  Noyember  22,  1911,  from  the  Superintendent  to 

B.  R.  Nueske. 

«< «  »  »  Enclosed  herewith  you  will  please  find  copy  of  a 
letter  dated  April  3,  1907,  from  the  Superintendent  to  the 
Equitable  Life  Assurance  Society  of  the  United  States.  The 
table  fixed  for  the  valuation  of  joint  life  and  last  survivor  in- 
surances should  have  been  entitled  the  ^  Makehamized  American 
Experience  Table  (Hunter's).' " 

SUB.  6.    TERM  POLICIES 

Select  and  Ultimate  Valuation  of  Term  Policies 

Bxtract  from  letter  dated  March  19,  1907,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

"  In  valuing  term  policies,  where  the  reserve  computed  accord- 
ing to  the  Select  and  Ultimate  method  is  less  than  the  reserve 
upon  a  one-year  term  insurance  computed  according  to  the  Select 
and  Ultimate  method,  the  latter  reserve  should  be  used." 
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SUBS.  7  and  8.    INDUSTRIALS  AND  ANNUITIES 

Standards'  of  Valuation  for  Annuities  and  Industrial  Policies 

Extract   from  letter   dated  March   1,   1907,   from   the   Superintendent  to  the 

Secretary  of  the  Actuarial  Society  of  America. 

"  Section  84  of  the  Insurance  Law  of  this  State  contains  the 
following  provision: 

'As  soon  as  practicable  after  the  first  day  of  January,  nineteen  hundred 
and  seven,  the  Superintendent  of  Insurance  shall  fix  legal  minimum  standards 
for  the  valuation  of  industrial  policies  and  annuities  which  shall  be  valued 
in  accordance  therewith.' 

I  would  advise  you  that,  in  accordance  with  said  provision,  I 
have  fixed  as  such  legal  minimum  standards  for  the  valuation  of 
industrial  policies  the  '  Standard  Industrial  Mortality  Table '  and 
the  '  Sub-standard  Industrial  Mortality  Table/  based  on  the  ex- 
perience of  the  Metropolitan  Life  Insurance  Company,  and  for 
the  valuation  of  annuities,  Emory  McClintock's  '  Tables  of  Mor- 
tality among  Annuitants,'  with  interest  at  3^^  per  centum  per 
annum  in  each  case." 

Minimum  Standards  for  Valuation  of  Industrial  Policies  and 
Annuities  Apply  Only  to  Business  Written  on  and  After 
January  1,  1907 

Extract  from  letter  dated  March  II,  1907,  from  the  Superintendent  to  th« 

Insurance  Commissioner  of  Pennsylvania. 

"  Replying  to  your  favor  of  the  7th  inst.,  would  state  that  the 
standards  fixed  for  the  valuation  of  industrial  policies  and  an- 
nuities apply  only  to  business  written  on  and  after  January  1, 
1907.  They  may,  however,  be  used  for  issues  prior  to  that  date 
if  a  company  should  so  elect." 

Standards  for  Valuation  of  Industrial  and  Intermediate  Annuity 

Contracts 

Extract   from  letter  dated   February  24.    1909,  from   the   Superintendent   of 
Insurance  to  the  Metropolitan  Life  Insurance  Company. 

"  Your  favors  of  the  8  th  and  19th  inst.  with  enclosures  relating 
to  your  '  request  that  additional  standards  be  fixed  for  the  valua- 
tion of  industrial  and  intermediate  annuity  contracts/  were  re- 
ceived by  due  course  of  mail. 
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1  would  advise  you  that  for  such  purposeB  I  have  fixed  the 
Standard  Industrial  Mortality  Table  and  the  Intermediate  Table 
of  Mortality 9  with  interest  at  3V*>  per  cent,  per  annum,  as  legal 
minimum  standards  of  valuation.'^ 

SUB.  10.    EXCESS  TO  BE  REPORTED 

When  Standard  of  Valuation  Giving  Results  in  Excess  of  Those 
Based  on  the  Mininvwm  Standards  is  Adopted,  Excess  Must  be 
Reported 

Ebctract  from  letter  dated  March  6,  1907,  from  the  Superintendent'  to  Home 

life  Insurance  Company. 

"  In  your  favor  of  the  Ist  inst  *  *  *  you  write : 

'Ab  this  company  has  decided  to  value  the  policies  issued  by  it  on  and 
after  January  1,  1907,  on  the  full  American  3^  per  cent.,  we  wish  to  know 
whether  the  new  law  compels  us  to  make  a  second  valuation  of  this  business 
according  to  the  Select-and-Ultimate  plan  and  state  under  its  liabilities  the 
reserve  according  to  the  Select-and-Ultimate  and  the  excess  of  the  full  Ameri- 
can 3%  per  cent,  over  the  Select-and-Ultimate/ 

Section  84  of  the  Insurance  Law  of  this  State  provides  that, 
when  a  company  adopts  standards  of  valuation  giving  results  in 
excess  of  those  based  on  the  minimum  standards  set  forth  in  the 
section,  the  amount  of  such  excess  must  be  reported  by  the  com* 
pany  in  its  annual  statement." 

(The  amendment  made  to  section  84  by  chapter  304  of  the  Laws  of  1913 
eliminated  from  the  section  the  words  — "  any  excess  of  its  valuation  over 
those  computed  by  the  said  legal  minimum  standard  and  also."  The  effpct 
of  the  amendment  is  that  companies  may  value  their  policies  on  a  higher 
standard  than  the  select  and  ultimate  and  simply  report  such  higher  standard 
used  in  valuation.  They  are  no  longer  required  to  incur  the  expense  of  mak- 
ing another  valuation  by  the  Select-and-Ultimate  simply  to  find  out  and  report 
the  difference  between  the  two  valuations.     [See  ruling:  page  loTJ). 

Idem 

Extract  from  letter  dated  November  6,  1907,  from  Superintendent  to  Home 

Life  Insurance  Company. 

"  You  ask  for  a  ruling  on  the  following  point : 

'When  a  company  holds  the  reserve  on  the  full  American  3  per  cent,  must 
it  state  the  excess  of  that  reserve  over  the  American  3  per  cent.  Select-and- 
Ultimate  or  over  the  American  3%  per  cent.  Select-and-Ultimate  in  order  to 
comply  with  the  requirements  of  section  84  ? ' 

I  am  of  the  opinion  that  this  (section  84),  requires  a  state- 
ment of  the  excess  of  the  reserve  valuation  based  on  the  company's 
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own  standards  over  one  made  in  accordance  with  Select-and- 
TJItimate  method  on  the  legal  niinimiini  standard  American  Ex- 
perience 3^2  per  cent." 

Dovhle  Valuations,  and  Reports  of  Excess  Valuaiion 

Extract  from  letter  dated  December  29,  1908,  from  the  Superintendent  to  the 

Mutual  Benefit  life  Insurance  Company. 

.<  #  *  *  Provisions  of  our  law  require  double  valuations  of 
all  policies  issued  on  and  after  January  1,  1907,  by  all  companies 
using  standards  and  methods  of  valuation  giving  results  in  excess 
over  those  computed  by  the  legal  minimum  standard  set  forth 
(in  section  84)     *'    *    *." 

(See  also  rulings  under  §  52.) 

Report  of  Excess  Valuation  Not  Required 

Extract  from  letter  dated  July  8,  1013,  from  the  Superintendent  to  the  New 

York  Life  Insurance  Company. 

"  You  state : 

'  Section  84  of  the  Insurance  Law  has  been  amended  so  as  to  omit  the  words 
"  any  excess  of  its  valuations  jover  those  computed  by  the  said  legal  minimum 
standard  and  also."  In  view  of  this  change,  We  understand  that  it  will  not 
be  necessary  for  us  to  prepare  a  valuation  for  1913  on  the  "  Select-aijd-Ulti- 
mate"  basis/ 

Your  understanding  of  the  effect  of  the  change  referred  to  is 
correct" 

Section  85  —  When  Actual  Premium  is  Less  Than 

Net  Premium 

Where  a  company  has  so  circumstanced  a  portion  of  its  policies 
that  sections  52  and  84  are  inadequate,  section  85  applies. 
(See  Op.  A.  G.  June  1,  1907.) 

Section  86  —  What  Shall  be  Allowed  as  Assets;  Im- 
pairment of  Capital  Stock 

Method  of  Computing  Reserve  hy  Companies  Writing  Liability 

Insurance 

Instructions  sent  December  31,  1909,  to  all  companies  writing  liability  insur- 
ance under  subdivision  3,  section  70,  reporting  to  the  Department. 

"  It  appears  that  some  of  the  liability  companies  issue  work- 
men's collective  (workmen's  wage)  or  workmen's  indemnity  poli- 
cies and  employers'  liability  policies  on  the  same  risk  or  plant. 
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> 

In  all  eases  where  the  two  classes  of  insurance  are  carried  on 
the  same  risk,  all  notices  of  injury  received,  whether  at  the  lia- 
bility claim  department  or  any  other  department  or  agency,  must 
be  treated,  for  the  purpose  of  computing  the  liability  loss  reserve 
provided  for  in  section  86  of  the  Insurance  Law,  as  notice  of 
injury  received  under  liability  policies  unless  it  is  definitely 
known  that  the  accident  occurred  outside  the  hours  or  the  terri- 
tory covered  by  the  employers'  liability  policy,  although  the 
notices  may  only  result  in  payments  within  the  limit  of  the  work- 
men's collective  or  indemnity  policies. 

The  utmost  deduction  which  can  be  allowed  for  payments 
on  these  notices  will  be  the  amount  of  the  excess  of  the  payment 
over  the  payment  required  by  the  workmen's  collective  or  indem- 
nity policy.  To  illustrate:  Suppose  a  workmen's  collective 
policy  providing  for  half  wages  is  issued,  covering  the  employees 
in  a  factory  where  the  employer  also  carries  a  liability  policy  in 
the  same  liability  company.  Any  notices  received  under  the 
workmen's  collective  policy  must  also  be  treated  as  notices  re- 
ceived under  the  liability  policy.  If  an  accident  should  only  re- 
sult in  a  payment  of  the  amount  required  by  the  workmen's 
collective  policy  no  deduction  should  be  made  in  computing  the 
loss  reserve,  although  the  notice  reserve  must  be  charged.  If  the 
accident  should  result  in  a  payment  in  excess  of  the  amount  re- 
quired under  the  workmen's  collective  policy,  the  excess  may  be 
deducted.  For  example,  if  the  payment  under  the  workmen's  col- 
lective is  $40.00  and  $5.00  extra  is  paid  to  obtain  a  full  release, 
then  $5.00  can  be  used  as  a  deduction  in  computing  the  loss  re- 
serve." 

Section  88  —  Surrender  Value  of  Lapsed  or  Forfeited 

Policies 

SUB.  9.     DOMESTIC  CORPORATIONS.     NEW  POLICIES 

Amendments  cls  to  Surrender  Valiies  Do  Not  Apply  to  Foreign 

Life  Insurance  Com^panies 

Extract  from  letter  dated  June    14,    1906,   from    the   Superintendent   to   thf 

Assistant  Secretary  of  State  for  Louisiana. 

"  It  is  our  understanding  that  the  Special  Legislative  Investi- 
gating Committee  did  not  apply  the  amendments  as  to  surrender 
valnes  to  foreign   life  inanranc<^  companies  for  the  reason   that 
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section  88^  as  existing  before  the  amendments  of  this  year,  applies 
specifically  to  domestic  companies.  Further,  that  the  argnmente 
presented  to  the  Committee  at  the  time  of  the  public  hearings, 
calling  attention  to  comity  between  states,  impressed  the  Com- 
mittee with  the  idea  that  it  would  be  best  to  follow  the  policy  of 
the  old  law  in  applying  the  now  provisions." 

Cash  Surrender  Values  May  be  Included  in  Policy  Contracts 

Extract  from  letter  dated  July  9,  1906,  from    the   Superintendent   to   Metro- 
politan  Life  Insurance  Ck)mpany. 

^'  There  is  nothing  in  the  laws  of  this  State  to  prohibit  the  in- 
clusion of  cash  surrender  values  in  policy  contracts." 

Surrender  Values  Prescribed  in  Law  are  Minimum  Values  and 

Larger  Values  May  be  Allowed 

EiXtract   from   letter   dated   July   26,    1906,   from   the   Superintendent  to  The 

Washington  Life  Insurance  Company. 

''  Your  favor  of  the  24th  inst  relating  to  the  surrender  values 
which  may  be  allowed  for  life  insurance  policies  issued  on  and 
after  January  1,  1907,  has  been  received. 

I  am  clearly  of  the  opinion  that  the  surrender  values,  referred 
to  in  the  third  paragraph  of  section  88  of  the  Insuranjce  Law,  are 
minimum  values,  and  that  larger  values  may  be  allowed  by  com- 
panies. The  only  limitation  in  the  paragraph  is  that  which  is 
placed  upon  the  surrender  charges  which  may  be  made  by  the 
companies." 

• 

Surrender  Values  on  "  Special  Class  "  Business 

Extract  from  letter  dated  August  27,  1906,  from  the  Superintendent  to  Metro- 
politan Life  Insurance  Company. 

"  Section  88  provides  that  the  surrender  values  of  policies  is- 
sued on  and  after  January  1,  1907,  shall  be  based  on  the  reserves 
computed  according  to  the  standard  adopted  in  accordance  with 
section  84  of  the  Insurance  Law." 

(See  letter  dated  August  27,  1906,  §  84,  sub.  3.) 
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Surrender  Value,  Sub-standard  Risk 
(See  Ruling  of  Jan.  12,  1912,  §  101  (new)  sub.  6.) 

SUB.  18.    WEBER  ANNUITIES  BILL 

Forms  Required  Under  Amended  Section  Must  he  Submitted  to 

Superintendent 

Extract  from  letter  dated  June  2,  1909,  from  the  Superintendent  to  the  Metro- 
politan Life  Insurance  Company. 

"  You  write : 

*  The  Governor  having  approved  Mr.  Weber*8  bill,  which  we  have  called  the 
annuities  bill,  the  question  arises  whether,  in  order  to  issue  policies,  we  have 
got  to  haTe  a  new  standard  form  approved  by  the  Department  and  whether, 
in  order  to  be  able  to  approve  it,  the  Department  has  got  to  give  notice  to 
all  the  ccmpanies  as  formerly.' 

To  this  my  answer  is  yes. 
You  further  inquire: 

'The  question  we  ask  you  is  whether  we  can  amend  the  standard  form 
already  approved  by  your  Department  by  incorporating  into  it  provisions 
for  proportionate  parts  of  the  paid-up  annuity  without  going  into  the  pre- 
scribed formula  as  to  standard  forms,  notifying  other  companies  and  having 
a  hearing?  In  other  words,  is  not  the  passage  of  this  amendment  sufficient 
authority  for  you  to  approve  the  amendment  to  the  form  already  adopted 
conforming  to  the  new  statute!' 

To  this  my  answer  is  no." 
Waiver  of  Lapse  or  Forfeiture  Provisions  in  Application  Void 

Ruling  of  August  7,  1909. 

**  In  the  application  blank,  part  2,  the  insured  is  required  to 
make  this  statement:  'I  hereby  agree  *  *  *  that  the  provisions 
in  such  policy,  in  case  of  failure  to  pay  premiums,  shall  be  held 
to  be  in  substitution  for  and  in  waiver  of  the  rights  of  all  parties 
hereto  under  any  law  of  any  State  relating  to  the  lapse  or  for- 
feiture of  policies  of  life  insurance.' 

The  use  of  this  form  in  the  State  of  New  York  cannot  be  per- 
mitted. See  sections  88,  92  and  101  (new)  of  the  Tnsuranco 
Law." 
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Section  89  —  Discriminations  Prohibited 

SUB.  1.    CLASS  DISCRIMINATIONS 

Definition  of  the  Word  "  CIclss  " 

ESxtract  from   letter   dated   April   26,   1907,   from   the  Superintendent  to   the 

Deputy  Insurance  Commissioner  of  Alabama. 

"  Your  favor  of  the  23d  inst,  relating  to  the  meaning  of  the 
word  '  class/  as  used  in  the  Insurance  Law,  has  been  received. 

The  first  sentence  of  section  89  of  the  Insurance  Law  of  this 
State  reads  as  follows: 

*  No  life  insurance  corporation  doing  business  in  this  State  shall  make  any 
discrimination  in  favor  of  individuals  of  the  same  class  or  of  the  same 
expectation  of  life  either  in  the  amount  of  premium  charged  or  in  any  return 
of  premium,  dividends  or  other  advantages.' 

I  am  of  the  opinion  that,  as  used  in  this  sentence,  the  word 
means  a  number  of  persons  having  certain  characteristics  in  com- 
mon, as  occupation,  education  and  habits  of  life." 

Writing  Lives  of  Bank  Officials  and  Employees  as  a  Vlass  at  a 
Lesser  Premium  Falls  Within  Prohibition  of  Section 

Extract  from  letter  dated  Hay  20,  1907,  from  the  Superintendent  to  Bankers 

Life  Insurance  Company. 

"  You  quote  the  first  sentence  of  section  89  of  the  Insurance 
Law  and  state: 

'  We  believe  that  the  restriction  quoted  above  does  not  contemplate  pro- 
hibiting UB  from  writing  bank  officials  and  bank  employees  aa  a  claw  at  a 
lesser  premium  than  the  general  risks  assumed  by  the  company,  but  before 
so  doing  we  desire  to  submit  the  matter  to  your  Department  for  its  ruling.' 

In  my  opinion  your  contemplated  action  falls  within  the  pro- 
hibition of  the  section." 

New  $6,000  Ordinary  Life  Policy  of  the  Metropolitan  Life  In- 
surance Company  Does  Not  Violate  Provisions  of  Section 

Extract  from  letter  dated  July  19,  1909,  from  the  Superintendent  to  C.  B.  & 

H.  M.  Taylor. 

• 

"Your  favor  of  the  15th  inst.,  relating  to  the  new  $6,000 
ordinary  life  policy  of  the  Metropolitan  Life  Insurance  Co.,  has 
been  received. 
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The  Department  does  not  consider  that  this  policy  in  itself 
violates  the  provisions  of  section  89  of  the  Insurance  Law ;  it  may 
be  had  by  anyone  able  to  pass  the  required  medical  examination 
and  pay  the  premium." 

Discriminations  in  Cash  Surrender  Values  and  Paid-Up  Insur- 
ance on  Lapsed  Policies  Within  the  Prohibition  of  the  Sec- 
tion 

Extract  from  circular  letter  dated  July  27,  1909,  from  the  Superintendent  to 
each  life  insurance  company  doing  bnainess   in  this  State. 


ct 


'At  a  hearing  on  a  recent  examination    *    *    *    the  following 
rulings  were  made,  of  which  your  company  will  please  take  notice : 

"  III.  That  discriminations  between  policyholders  of  the  same 
class  in  the  granting  of  cash  surrender  values  and  paid-up  insur- 
ance on  lapsed  policies  are  interdicted  by  section  89,  though  not 
strictly  paid,  allowed  or  given  as  an  inducement  to  a  person  to 
insure." 

Failure  to  State  Rate  of  Interest  May  Result  in  a  Discrimination 

Ruling  of  August  7,  1909. 

''A  definite  rate  of  interest  on  premiums  for  the  period  of 
grace  should  be  stated  in  the  policy.  If  the  rate  of  interest  is 
not  definitely  fixed  by  the  terms  of  the  policy,  there  is  at  least 
a  possibility  that  the  rate  would  be  varied  in  some  cases,  which 
would  be  a  violation  of  section  89  of  the  Insurance  Law." 

"  No  Discrimination  "  Where  Reserve  Value  of  a  Small  Paid-Up 
Policy  is  Applied  Towards  Purchase  of  New  Insura/nce 

Extract  from  letter  dated  September  1,  1909,  from  the  Superintendent  to  the 

Manhattan  Life  Insurance  Ck>mpany. 

«»    »    ♦    You  State: 

*  What  we  desire  to  know  is  whether  the  Department's  third  ruling  implies 
that  section  89  prohibits  the  company  from  applying  in  such  cases  (see 
head  note),  the  reserve  value  calculated  according  to  the  Am.  4^  per  cent, 
to  the  purchase  of  such  new  insurance,  although  such  reserve  value  may  be 
somewhat  larger  than  we  would  regularly  pay  in  cash  for  an  absolute  sur- 
render of   the   paid-up,   provided   that  there   is   no  discrimination   and  that 
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every  policyholder  of  the  Bame  class  has  the  same  opportunity  to  take  the 
new  insurance  and  can  pass  the  same  medical  examination  that  would  be 
required  for  tlie   revival  of  the  original   policy.' 

To  this  my  answer  is  no." 

Where  a  Privilege  is  Offered  to  Every  Applicant,  there  is  no 

Discrimination 

Extract  from   letter  dated  December   12,   1910,  from   the  Superintendent  to 

the  New  York  Life  Insurance  Company. 

"*  *  *  You  State: 

*  The  former  practice  of  the  New  York  Life  Insurance  Company  was  to 
extend  to  every  applicant  the  privilege  of  making  the  first  annual  premium 
fail  due  as  of  a  date  prior  to  the  date  of  the  application  whenever  the  insured 
desired  it,  irrespective  of  whether  or  not  it  resulted  in  making  the  rated  age 
of  the  applicant  less  than  the  nearest  full  age  at  the  date  of  the  application, 
and  without  regard  to  whether  the  case  was  a  competitive  one  or  not.  In 
the  majority  of  sfuch  cases  the  request  of  the  applicant  was  made  for  the 
purpose  of  securing  a  policy  on  which  the  premium  would  fall  due  on  the 
date  best  suited  to  his  individual  need.' 

Where  the  privilege  referred  to  is  offered  to  every  applicant 
'irrespective  of  whether  or  not  it  resulted  in  making  the  rated 
age  of  the  applicant  less  than  the  nearest  full  age  at  the  date 
of  the  application  and  without  regard  to  whether  the  case  was  a 
competitive  one  or  not/  in  my  opinion  it  would  not  be  a  dis- 
crimination and  would  not  fall  within  the  prohibition  of  the 
statute." 

Section  89  Applies  to  Annuities  as  well  as  to  Life  Insurance 

Extract  from  letter  dated  May  1,  1012,  from  the  Superintendent  to  the  Provi- 
dent Life  and  Trust  Company. 

<*  ♦     ♦     ♦     You  ask : 

*  Does  section  89  of  the  New  York  law,  forbidding  discrimination,  apply 
to  annuities  as  well  as  to  life  insurance.' 

I  am  of  the  opinion  that  for  the  purposes  of  the  section  men- 
tioned, annuities  are  to  be  considered  as  insurances." 

SUB.  8.    ANTEDATING  POLICIES 

Use  of  "  C  "  Forms  for  Antedating  Policies  Prohibited 

Ruling  dated  August  9,  1909. 

"All  the  *  C '  forme  are  objectionable  for  the  reason  that  the 
policies  are  antedated  for  the  avowed  purpose  of  allowing  the 
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policyholder  to  take  advantage  of  the  preinium  rate  at  an  age  one 
year  younger  than  his  true  age.  These  ^  C '  forms  cannot  be  ap- 
proved for  use  in  this  State,  since  the  use  of  this  form  would  be 
in  violation  of  both  the  letter  and  the  spirit  of  section  89  of  the 
Insurance  Law,  which  prohibits  discriminations." 

Dating  Back  of  a  Life  Insurance  Policy  Prohibited 

Extract  from  a  letter  dated  February  21,  1010,  from  the  Superintendent  to 
the  Columbian  National  Life  Insurance  Company. 

^'  The  Department  has  ruled  that  the  dating  back  of  a  life 
insurance  policy  in  order  to  give  the  insured  the  benefit  of  a 
younger  age  is  clearly  discriminatory  and  falls  within  the  pro- 
hibition of  section  89  of  the  Insurance  Law;  that  the  ruling 
applies  to  all  life  insurance  corporations  doing  business  in  this 
State;  that  the  prohibitions  of  section  89  of  the  Insurance  Law 
are  not  limited  to  the  issues  in  this  State  of  a  life  insurance 
corporation  doing  business  in  this  State;  that  the  law  does  not 
prohibit  dating  back  absolutely;  it  does  prohibit  discrimination; 
and  that  the  ruling  relating  to  dating  back  a  life  insurance  policy 
in  order  to  give  the  insured  the  benefit  of  a  younger  age  does  not 
apply  to  those  cases  of  exchange  of  policies  which  occasionally 
occur  in  the  regular  transaction  of  a  company's  business.  The 
Department  cannot  undertake  to  advise  life  insurance  agents  as 
to  the  application  of  any  of  these  rulings  to  any  individual  case 
that  may  arise  in  the  transaction  of  an  agent's  business.  In 
such  case  the  agent  should  be  advised  by  his  own  counsel  or  that 
of  his  company." 

Giving  of  New  Policy  at  Old  Rate  of  Five  Years  Previous  a 

Discrimination 

Extract  from  letter  dated  September  9,   1910,  from   the  Superintendent  to 
The  Southern  States  Mutual  Life  Insurance  Company. 

"*    *    *    You  write: 

'A  buys  a  whole  life  policy  at  age  40  in  company  B  for  $10,000  and  five 
years  later  company  B  introduces  a  new  whole  life  policy  form  with  several 
new  features  not  contained  in  the  original,  and  charges  at  age  40  one  dollar 
per  thousand  more  for  this  new  policy  than  it  did  for  a  policy  for  the  same 
amount  on  the  old  form. 

If  A  should  now  apply  to  company  B  for  the  cancellation  of  his  five  year 
old  policy,  and  the  issue  of  a  new  one  in  lieu  thereof  on  the  company's  new 
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form  with  same  date  of  entry  as  the  old  policy,  and  the  company  should 
grant  his  request  and  give  him  the  new  policy  on  the  new  form  at  age  40, 
at  the  old  rate  of  five  years  ago,  would  that,  in  your  opinion,  be  a  violation 
of  the  anti-discrimination  laws  of  your  State?' 

To  this  my  answer  is  yes." 

Agent  Musi  Act  in  Good  Faith 

Extract   from   letter   dated   June   16,   1910,  from   the   Superintendent   to   the 

Northwestern    ^lutual   Life   Insurance   Co. 

"  My  letter  of  April  27,  1910  *  *  *  as  well  as  my  letter 
of  May  27,  1910  *  *  *  in  relation  to  '  a  change  of  a  policy 
recently  issued '  were  both  based  upon  the  assumption  that  such 
change  was  a  mere  incident  of  the  business,  not  an  agent's  scheme 
to  *  beat '  the  provisions  of  section  89  of  the  Insurance  Law. 
If  an  insured  person  in  good  faith  makes  application  to  his  com- 
pany to  increase  the  amount  of  his  policy,  produces  satisfactory 
evidence  that  there  has  been  no  change  for  the  worse  in  his 
physical  condition,  pays  down  the  premiums  on  the  amount  of  the 
increase  for  the  elapsed  term  and  the  interest  on  such  premiums, 
the  Department  would  not  be  inclined  to  question  such  change. 
If,  however,  it  be  found  that  agents  are  inducing  persons  near 
their  change  of  age  to  apply  for  a  small  amount  of  insurance 
upon  the  understanding  that  it  may  be  increased  at  the  original 
rate  of  premium  after  the  change  of  age,  the  Department  would 
feel  called  upon  to  take  steps  to  put  a  stop  to  such  a  practice. 

*  *  *  As  to  the  application  and  the  length  of  time  in  which 
request  may  be  made,  I  would  advise  you  that  section  58  of  the 
Insurance  Law  peimits  but  does  not  require  the  application  to  be 
made  a  part  of  the  contract  and  that  the  length  of  time  would 
be  such  as  would  be  considered  reasonable  for  reinstatement  of 
a  policy." 

Good  Faith  of  Transaction  Controls 

Kxtract  from   letter   dated  May  27,   1911,   from  the   Superintendent  to  the 
Auditor  and  Ex-OfRcio  Insurance  Commissioner  of  West  Virginia. 

"Your  favor  of  the  24th  inst.,  in  further  reference  to  rulings 
on  dating  back  policies,  has  been  received. 
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In  applying  the  rulings  to  which  your  attention  has  been 
called;  the  intent  or  the  good  faith  of  the  transaction  should  con- 
trol. A  privilege  oflFered  to  all  applicants  is  not  a  discrimina- 
tion and  is  not  prohibited  by  the  law." 

• 

When  Antedating  of  Substituted  Policy  Not  a  Discrimination 

Extract  from   letter  dated  May   12,   1910,   from  the   Superintendent   to   the 

Prudential  Insurance   Compj^ny. 

"You  state: 

*  We  have  under  consideration  *  *  *  the  plan  of  issuing  a  new  policy 
in  lien  of  the  old  one  and  dating  it  back  for  the  length  of  time  the  original 
policy  was  in  force.  For  instance,  a  policy  issued  in  the  beginning  of  1907, 
at  age  30,  continued  in  force  for  two  years  and  then  lapsed  for  one  year. 
Application  is  now  made  for  revival  of  the  original  policy  and  the  insured 
10  unable  to  pay  the  arrears  in  cash.  The  plan  would  be  to  issue  a  new 
policy  dated  back  two  years  and  as  of  the  age  of  the  policyholder  two  years 
ago.  The  effect  of  this  would  be  for  the  policyholder  to  have  a  policy  treated 
as  in  force  for  the  length  of  time  premiums  had  actually  been  paid  on  the 
original  policy.  The  premium  remaining  the  same,  the  amount  of  the  policy 
would  of  course  be  slightly  reduced  on  account  of  the  age  being  changed  to 
a  higher  age/ 

I  am  of  the  opinion  that  your  proposition  would  not  conflict 
with  my  ruling  relative  to  the  dating  back  of  a  life  insurance 
policy,  in  order  to  give  the  insured  the  benefit  of  a  younger  age." 

■ 

No  Specific  Law  Prohibiting  Antedating 

Extract  from  letter  dated  July.  10,   1911,  from   the  Superintendent  to   the 

State  Insurance  Commissioner  of  Maryland 

"  Your  favor  of  the  6th  inst.,  relating  to  the  dating  back  of  a 
life  insurance  policy,  was  received  *  *  *.  There  is  no  law  in 
this  State  that  specifically  prohibits  such  dating  back." 

Agents  Found  Violating  the  Law  Will  be  Proceeded  Against 

Extract  from  letter  dated  June   16,   1911,  from  the  Superintendent  to  the 

Gdnnecticut  (General  Life  Insurance  Company. 

"  Your  favor  of  the  14th  inst.,  relating  to  dating  back  life  in- 
surance policies,  has  been  received  *  *  *.  You  will  under^ 
stand  of  course  that  this  Department  cannot  undertake  to  inquire 
into  the  good  faith  of  every  case  of  dating  back;  but  where  it  is 
found  that  an  agent  is  clearly  violating  the  law  prohibiting  dis- 
crimination, he  will  be  properly  proceeded  against." 
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Department  Rulings  in  Re  Antedating  of  Life  Insurance  Policies 

Extract  from  letter  dated  September  26,  1911,  from  the  Superintendent  to 

Frank  H.  Hardison,  Insurance  GommiBsioner. 

"  *  *  *  There  is  no  provision  in  the  Insurance  Law  of  this 
State  which  relates  specifically  to  the  dating  back  of  a  life  in- 
surance policy.  A  number  of  rulings  relating  to  this  matter  have 
been  made  under  those  provisions  of  section  89  reading  as  follows : 

'  No  life  insurance  corporation  doing  business  in  this  State  shall  make  or 
permit  any  discrimination  between  individuals  of  the  same  class  or  of  equal 
expectation  of  life,  in  the  amount  or  payment  or  return  of  premiums  or  rates 
charged  for  policies  of  insurance,  or  in  the  dividends  or  other  benefits  payable 
thereon,  or  in  any  of  the  terms  and  conditions  of  the  policy;  nor  shall  any 
such  company  permit  or  agent  thereof  offer  or  make  any  contract  of  insurance 
or  agreement  as  to  such  contract  other  than  as  plainly  expressed  in  the 
policy  issued  thereon;  nor  shall  any  such  company  or  any  officer,  agent,  so- 
licitor or  representative  thereof  pay,  allow  or  give,  or  offer  to  pay,  allow  or 
give,  directly  or  indirectly,  as  inducement  to  any  person  to  insure,  or  give,  sell 
or  purchase,  or  offer  to  give,  sell  or  purchase  as  such  inducement  or  in  con- 
nection with  such  insurance,  any  stocks,  bonds  or  other  securities  of  any  insur- 
ance company  or  other  corporation,  association  or  partnership,  or  any  divi- 
dends or  profits  accruing  thereon,  or  any  valuable  consideration  or  induce- 
ment whatever  not  specified  in  the  policy,  nor  shall  any  person  knowingly 
receive  as  such  inducement,  any  rebate  of  premium  or  any  special  favor  or 
advantage  in  the  dividends  or  other  benefits  to  accrue  thereon,  or  any  paid 
employment  or  contract  for  services  of  any  kind  or  any  valuable  consideration 
or  inducement  whatever,  not  specified  in  the  policy.' 

These  rulings  are  that  the  dating  back  of  a  life  insurance  policy 
in  order  to  give  the  insured  the  benefit  of  a  younger  age  is  clearly 
discriminatory,  and  falls  within  the  prohibition  of  section  89  of 
the  Insurance  Law;  that  the  ruling  applies  to  all  life  insurance 
corporations  doing  business  in  this  State ;  that  the  prohibitions  of 
section  89  of  the  Insurance  Law  are  not  limited  to  the  issues  in 
this  State  of  a  life  insurance  corporation  doing  business  in  this 
State;  that  the  law  does  not  prohibit  dating  back  absolutely,  it 
does  prohibit  discrimination;  that  the  ruling  relating  to  dating 
back  a  life  insurance  policy  in  order  to  give  the  insured  the  benefit 
of  a  younger  age  does  not  apply  to  those  cases  of  exchange  of 
policies  which  occasionally  occur  in  the  regular  transaction  of  a 
company's  business;  that  if  agents  offer  the  privilege  of  dating 
back  '  to  every  applicant/  there  can  be  no  discrimination ;  that 
where  the  privilege  of  dating  back  is  offered  to  every  applicant 
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'  irreBpective  of  whether  or  not  it  resulted  in  making  the  rated  age 
of  the  applicant  less  than  the  nearest  full  age  at  the  date  of  the 
application  and  without  regard  to  whether  the  case  was  a  com- 
petitive one  or  not/  in  my  opinion  it  would  not  be  discrimination 
and  would  not  fall  within  the  prohibition  of  the  statute;  that  a 
privilege  oflFered  to  all  applicants  is  not  a  discrimination  and  is 
not  prohibited  by  the  law;  that  this  Department  cannot  under^ 
take  to  inquire  into  the  good  faith  of  every  case  of  dating  back, 
but  where  it  is  found  that  an  agent  is  clearly  violating  the  law 
prohibiting  discrimination  he  will  be  proceeded  against  and  that 
there  is  no  law  in  this  State  that  specifically  prohibits  the  dating 
back  of  a  life  insurance  policy." 

Idem 

Extract  from  letter  dated  AprU  19,  1913,  from  the  Superintendent  to  M.  L. 

Oppenheimer. 

^'  The  Department  has  ruled  that  the  dating  back  of  a  life 
insurance  policy  in  order  to  give  the  insured  the  benefit  of  a 
younger  age  is  clearly  discriminatory  and  falls  within  the  pro- 
hibition of  section  89  of  the  Insurance  Law ;  that  the  law  does  not 
prohibit  dating  back  absolutely,  it  does  prohibit  discrimination; 
that  a  privilege  offered  to  all  applicants  is  not  a  discrimination  and 
is  not  prohibited  by  the  law;  that  in  applying  the  rulings,  the 
intent  or  the  good  faith  of  the  transaction  should  control." 

In  Re  Passage  of  Law  Permitting  Dating  Bach  for  Period  of  Six 

Months 

Kx tract  from  letter  dated  October  3,  1911,  from  the  Superintendent  to  Frank 

H.  Hardison,  Insurance  Commissioner. 

"  You  state : 

*  I  am  a  little  in  doubt  as  to  whether  I  fully  comprehend  how  a  law  per- 
mitting the  dating  back  of  policies  for  a  period  of  six  months  would  operate. 
Perhaps  you  will  enlighten  me.  For  instance,  a  life  insurance  company  in 
competition  permits  a  policy  to  be  dated  back  in  order  that  the  applicant 
may  get  the  advantage  of  a  younger  age,  but  keeps  within  the  six  months 
period  permitted  by  the  law.  Another  applicant,  where  there  is  no  competi- 
Hon,  does  not  receive  the  lower  rate  of  a  younger  age.  Thus  there  would 
appear  to  be  discrimination  in  fact  if  not  in  law.' 

Possibly.  Tou  will  of  course  understand  that  any  amendment 
to  the  law  providing  for  *  dating  back '  should  make  it  obligatory 
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in  the  case  of  any  company  desiring  to  avail  itself  of  the  amend- 
ment, that  the  '  privilege '  be  offered  to  every  applicant,  and  that 
it  should  further  provide  that  interest  must  be  paid  in  all  cases 
where  policies  are  dated  back. 

The  '  privilege '  is  one  the  value  of  which  is  questionable.  But 
in  certain  cases  there  are  very  good  reasons  for  dating  back  and 
it  would  seem  better  that  when  done  it  be  done  lawfully,  under 
reasonable  restrictions,  rather  than  unlawfully  as  I  fear  it  is  being 
done,  at  the  present  time,  in  too  many  cases." 

SUB.  4.    REBATE  OF  PREMIUM 

Mem  Proposal  bij  Agent  Not  a  Violation 

Mere  proposal  by  agent  of  a  life  insurance  company  to  issue 
policy  illegal  under  section,  not  a  violation  which  calls  for  action 
by  the  Superintendent. 

(See  Op.  A.  G.  April  18,  1900.) 

Effect  of  Rebate  on  a  Life  Policy 

No  decisions  as  to  "effect  of  granting  a  rebate  upon  a  life  in- 
surance policy. 

(See  Op.  A.  G.  Oct.  12  and  Oct.  20,  1904.) 

(But  see  McGee  v.  Felter,  135  N.  Y.  Supp.  267;  Equitable  Trust  Co.  of  N.  Y. 
V.  Newman,  127  N.  Y.  Supp.  243,  129  N.  Y.  Supp.  259,  131  N.  Y.  Supp.  1113; 
Equitable  Trust  Co.  of  N.  Y.  v.  Taylor,  131  K  Y.  Supp.  475.) 

Payment  of  Brokerage  to  Agent  on  a  Policy  on  His  Own  Life 

Prohibited 

Extract  from  letter  dated  July  7,  1908,  from  the  Superintendent  to 

John  Cowan. 

"  I  am  of  the  opinion  that  a  life  insurance  agent  cannot  law- 
fully receive  a  brokerage  commission  on  a  premium  on  his  own 
life  insurance  policy." 

Payment  of  Commission  to  Agent  on  a  Policy  on  His  Own  Life 
Written  by  Company  Represented  by  Him,  Prohibited 

Extract  from  letter  dated  June  5,  1907,  from  the  Superintendent  to 

Mr.  T.  R.  Fell. 

"  Under  date  of  the  3d  inst.  you  ask  to  be  advised :  '  If  under 
the  laws  of  this  State  T  may  pay  to  an  agent  who  holds  a  license 
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from  your  Department  and  a  contract  with  this  company,  a  com- 
mission on  a  policy  on  his  own  life  in  this  company.' 

I  am  of  the  opinion  that  this  may  not  lawfully  be  done. 
Neither  section  89  of  the  Insurance  Law  nor  section  577-k  of 
the  Penal  Code  (now  §  1200  of  the  Penal  Law),  contains  an  ex- 
ception in  favor  of  agents  of  life  insurance  corporations." 

Idem 

Extract  from  letter  dated  May  26,  1909,  from   the  Superintendent 

to  Mr.  Charles  F.  Adams. 

"  In  your  favor  of  the  25th  instant  you  ask  to  be  advised  *  as  to 
whether  or  not  an  agent  is  allowed  commissions  on  his  own  policy.' 

In  my  opinion  such  an  allowance  would  be  a  violation  of  the 
provisions  of  section  89  of  the  Insurance  Law." 

Idem 

Extract  from  letter  dated  August  3,  1909,  from  the  Superintendent  to 

Mr.  M.  Shayeson. 

"  I  am  of  the  opinion  that  a  life  insurance  agent  cannot  law- 
fully receive  a  commission  on  a  premium  on  a  policy  of  insurance 
on  his  own  life ;  neither  section  89  of  the  Insurance  Law  nor  sec- 
tion 1200  of  the  Penal  Law  contains  an  exception  in  favor  of 
agents  of  life  insurance  corporations." 

• 

A  Commission  May  be  Paid  to  Bona  Fide  Agent  on  a  Policy  on 
His  Own  Life  Written  by  Company  Represented  by  Him 

Extract  from  a  letter  dated  November  22,  1909,  from  the  Superintendent  to 

the  New  York  Life  Insurance  Company. 

Previous  rulings  reversed. 

«  *  *  *  J  f^^]  ^jjai;  J  (;an  safely  reach  the  above  conclusion 
for  the  reason  that  since  amended  section  91  went  into  effect  in 
May  last,  absolute  discretion  is  vested  in  the  Superintendent  to 
reject  all  applications  for  life  agents'  certificates  and  that  through 
such  discretion  any  tendencies  in*  the  direction  of  appointing 
agents  merely  that  insurance  prosper* ts  may  securn  rebates  can  be 
checked." 


178  EXTBAOTS    FROM   EuLINGS   AND    OPINIONS  §    89 

Payment  of  Commission  to  Agent  on  a  Policy  on  His  Otvn  Life 
Written  by  Company  Not  Represented  by  Him,  Prohibited 

Extract  from  letter  dated  July  8,  1913,  from  the  Super intendent  to  Gilbert 

Tool. 

"  You  ask: 

'  Will  you  kindly  advise  me  as  to  whether  I  can  accept  commiBsion  on  a  life 
insurance  policy  on  my  own  life  which  is  written  by  a  company  which  I  do 
not  represent.' 

I  would  advise  you  that  you  can  not  do  so  lawfully." 

Broker  May  Not  be  Paid  Commission  on  Insurance  Covering  Himr 
self  {Accident  or  Health  Insurance)  or  Property  Belonging 
to  Him 

Extract  from  letter  dated  September  20,  1911,  from  the  Superintendent  to  the 

United  States  Casualty  Company. 

*'  This  is  in  acknowledgment  of  your  favor  of  the  15th  inst.,  in 
which  you  ask  if  a  commission  can  lawfully  be  paid  on  accident 
or  health  insurance  issued  to  such  broker  where  the  broker  places 
other  business  for  the  company. 

The  Department  is  of  the  opinion  that  under  the  so-called 
*Anti-rebate  Law '  a  commission  cannot  lawfully  be  paid  to  any 
person  upon  business  representing  insurance  covering  either  him- 
self (accident  or  health  insurance)  or  property  belonging  to  him." 

Agent  or  Broker  May  Receive  C omimssions  on  His  Own  Health 

and  Accident  Policy 

Ruling  of  Department  Counsel,  dated  October  19,  1912. 

"  In  reply  to  your  letter  of  the  13th  inst.,  you  are  advised  that 
the  ruling  of  my  predecessor,  with  reference  to  the  payment  to  an 
agent  or  broker  of  commissions  on  policies  which  he  may  write 
covering  himself  or  his  own  property,  has  been  reversed,  as  it  is  my 
opinion  that  section  65  of  the  Insurance  Law  does  not  prohibit  the 
payment  of  a  commission  to  a  bona  fide  insurance  agent  or  broker 
on  insurance  placed  by  himself,  on  himself  (health  and  accident 
insurance)  or  on  property  actually  owned  by  him. 

This  ruling  presupposes  absolute  good  faith  on  the  part  of  both 
the  agent  or  broker  and  the  company,  and  in  the  absence  of  such 
good  faith,  as  for  instance  should  an  agency  contract  be  made  or 
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an  oral  arrangement  Altered  into  for  the  purpose  of  accomplishing 
a  rebate  to  a  person  who  is  not  a  bona  fide  agent  or  broker,  that 
is,  one  who  does  not,  in  good  faith,  intend  to  act  as  an  insurance 
solicitor,  the  ruling  would  not  apply. 

Officer  of  Company  May  Insure  His  Life  in  Company,  if  No 

Rebate  Granted  or  Commission  Paid 

Extract  from  letter  dated   December  3,   1906,  from  the  Superintendent  to 

Lathrop  E.  Baldwin. 

"  In  reply  to  your  inquiry  of  the  30th  ult : 

'  Would  it  be  illegal  or  improper  for  an  officer  of  my  company  to  insure  his 
life  in  my  company  through  my  agency,  he  receiving  no  rebate,  and  I  receiving 
no  commission,  compensation  or  emolument  upon  the  business  so  written,  I 
simply  having  the  credit  upon  my  books  of  having  secured  the  risk? ' 

Would  state  that  I  am  of  the  opinion  that  it  would  be  neither 
illegal  nor  improper," 

Firm  of  Brokers  May  Place  Life  Insurance  on  Member  Who  is 
Entitled  to  Share  in  the  Commission  as  a  General  Firm  Profit 

Extract  from   letter  dated   January  2,   1912,   from   the   Superintendent   to 

Charles  H.  Voorhees. 

«*     *     *     You  ask: 

*  Is  it  legal  for  a  firm  of  brokers  in  real  estate  and  general  insurance,  both 
in  fire  and  life,  to  write  or  rather  place  life  insurance  in  behalf  of  a  member 
of  the  firm,  and  accepting  as  a  firm  the  commission  paid  by  the  life  insurance 
company  issuing  the  policy,  my  point  being,  can  it  in  any  way  be  construed 
as  iUegal  for  the  insured  partner  to  participate  in  the  general  firm  profits  as 
called  for  by  partnership  agreement,  the  commission  above  mentioned  being 
included  in  the  same?' 

To  your  first  question  my  answer  is  yes ;  to  the  second  no." 
Corporation  May  Accept  Commissions  Earned  by  Members 

Extract  from  letter  dated    July   1,   1913,  from  the  Superintendent  to  The 

Queensboro  Corporation. 

In  reply  to  your  favor  of  the  13th  ult.,  would  state  that  if  the 
contracts  of  the  members  of  your  corporation  with  the  corporation 
provide  for  the  turning  in  of  commissions  on  life  business  pro- 
duced, I  can  see  no  reason  why  the  commissions  on  such  business 
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should  not  be  turned  over  to  such  corporation,  provided,  however, 
that  this  would  not  apply  to  business  written  on  the  life  of  any 
member  of  the  corporation. 

Commissions  to  Salaried  Clerk  on  His  Ovm  Life  Poliry  n  Rehaie 

Extract  from  letter   dated  December   11,   1913,   from  the   Superintendent  to 

Frank  Ewing. 

'*  Your  favor  of  the  8th  iiist.,  in  further  referenco  to  the  pay- 
ment of  commissions  to  '  a  clerk  or  another  pers<m  on  a  salary, 
and  employed  by  a  life  insurance  company '  has  been  received. 
You  ask: 

*  Will  you  kindly  advise  me  if  the  Department  would  consider  it  a  rebate 
if  persons  on  a  salary  such  as  a  clerk  or  supervisor  of  agents  were  allowed 
a  commission  on  a  policy  on  their  own  life?' 

To  this  my  answer  is  yes." 

Renewal  Commission  to  Advisory  Board  Not  a  Rebate 

Life  insurance  company  may  pay  special  renewal  commission  to 
advisory  board  securing  new  policyholders. 
(See  Op.  A.  G.  August  11,  1900.) 

Payments  of  Commissions  to  Sub-Agents  for  Purposes  of  Remit- 
ting Cost  of  Insurance,  a  Rebate 

Elxtracts  from  letters  dated  July  29  and  August  4,  1908,  from  the  Superintend- 
ent of  Insurance  to  the  John  Hancock  Mutual  Life  Insurance  Company. 

"  Your  favor  of  the  24th  inst.  relating  to  ^  a  proposition  from 
an  "  Exchange  "  through  one  of  our  (your)  general  agents  to  re- 
insure for  it  the  members  of  the  Exchange  who  are  acceptable  to 
the  company '  was  received  by  due  course  of  mail. 

deferring  to  a  certain  fund  belonging  to  the  Exchange  yon 
state : 

*  There  are  several  sources  by  which  this  fund  is  to  be  augmented  and  one 
source  proposed  was  the  sub-agent's  commission  which  our  general  agent  was 
to  allow  a  paid  member  of  the  Exchange,  he  acting  under  a  proper  license 
from  the  Department,  who  in  turn  proposed  to  pay  the  amount  of  his  com- 
missions to  the  Exchange.' 

I  am  of  the  opinion  that  the  payment  of  commissions  to 
these  so-called  *  sub-agents '  may  not  lawfully  be  done.     Neither 
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section  89  of  the  Insurance  Law  nor  section  577-k  of  the  Penal 
Code  contains  an  exception  in  favor  of  ^  sub-agents '  of  life  in- 
surance corporations.     *     *     *, 

The  question  whether  the  ^  sub-agent '  is  or  is  not  a  member 
of  the  '  Exchange '  is  not  material.  The  payment  to  the  *  Ex- 
change '  by  the  one  acting  as  '  sub-agent '  would,  in  my  opinion, 
be  cobsidered  as  a  rebate  within  the  meaning  of  the  New  York 
law." 


a 


Board  Contracts  "  are  Prohibited 


Extract  from  letter  dated  November  6,  1908,  from  the  Attorney- General  to 

the    Superintendent   of   Insurance. 

"  Your  letter  of  October  10th  was  duly  received,  in  which  you 
request  an  opinion  as  to  whether  so-called  *  special  contracts/ 
frequently  described  as  '  board  contracts,'  are  prohibited  by  sec- 
tion 89  of  the  Insurance  Law,  as  amended  by  chapter  326  of  the 
Laws  of  1906.  In  my  opinion  contracts  so  described  would  come 
within  the  prohibitions  of  the  section  as  it  now  stands." 

Note   Without  Legal  Interest   Charge   Accepted  for   Premium 

Equivalent  to  Rebate 

Extract  from  letter  dated  May  28,  1909,  from  the  Superintendent  to 

Mr.   Rudolph   Bohm. 

"  Without  passing  upon  the  propriety  of  an  agent  accepting  a 
note  when  he  is  expected  to  receive  cash  in  payment  of  a  life  in- 
surance premium,  I  agree  with  you  '  that  a  note  accepted  in  pay- 
ment of  a  life  insurance  policy  without  the  legal  interest  charge 
is  equivalent  to  a  rebate.'  " 

Interest  on  Premium's  After  Expiration  of  Orace  Period 

Extract  from  letter  dated  April  7,   1914,  from  the  Superintendent  to  The 

Northwestern  Mutual  Life  Ingurance  Company. 

"  You  write  as  follows : 

*  In  order  not  to  grant  special  advantages  to  policyholders,  it  has  long 
been  the  custom  of  this  general  agency  to  require  the  legal  rate  of  interest 
upon  checks  tendered  in  payment  of  premiums  with  request  that  the  checkt^ 
be  held. 
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'  In  such  cases,  it  has  been  our  custom  to  report  personally  the  premiums 
to  the  company  when  due.  This  involves  my  taking  all  risk  of  the  checks  so 
held  not  being  eventually  paid. 

*  Is  it  legally  necessary  to  continue  the  practice  of  requiring  interest, 
where  checks  are  to  be  held  two,  three,  five  or  ten  days?  In  many  instances, 
the  interest  amounts  to  but  a  few  cents,  and,  on  the  smaller  premiums,  is 
less  in  amount  than  the  value  -of  the  time  lost  in  figuring  It/ 

In  my  opinion  this  is  a  matter  in  which  you  should  be  governed 
by  the  terms  of  the  grace  clause  contained  in  the  policy  on  which 
a  premium  is  to  be  paid." 

Idem 

Gxtract  from  letter  dated  April   13,   1914,  from  the  Superintendent  to   the 

Northwestern  Mutual  Life  Insurance  Company. 

'*  Referring  to  your  inquiry  of  the  1st  inst  you  state: 

'  I  should  have  made  my  letter  clearer:  In  that  my  inquiry  referred  to 
that  class  of  payments  where  the  grace  period  is  about  to  expire,  and  the 
check  is  to  be  held  for  a  time  beyond  the  expiration  of  the  grace  period.' 

Section  89  of  the  Insurance  Law  provides  that: 

'No  life  insurance  corporation  doing  business  in  this  state  shall  make  or 
permit  any  discrimination  between  individuals  of  the  same  class  or  of  equal 
expectation  of  life  *  *  *  nor  shall  any  such  company  or  any  officer,  agent, 
solicitor  or  representative  thereof  pay,  allow  or  give,  or  offer  to  pay,  allow  or 
give,  directly  or  indirectly,  as  inducement  to  any  person  to  insure  «  •  * 
any  valuable  consideration  or  inducement  whatever  not  specified  in  the 
policy    •     •     •.' 

Employmertt  of  a  Person  for  the  Bona  Fide  Purpose  of  Procur- 
ing Prospects  Not  Within  the  Prohibition  of  the  Section 

ESxtract  from  letter  dated  January  4,  1010,  from  the  Superintendent  to  the 
Mutual  Life  Insurance  Company   of   New   York. 

"  I  am  in  receipt  of  your  favor  *  *  *  with  enclosures  read- 
ing as  follows : 

*Dear  Sir:  In  arranging  my  business  for  the  coming  year,  I  have  con- 
cluded to  make  you  a  special  proposition  and  ask  if  you  would  be  willing  to 
act  as  a  confidential  helper  to  me,  in  securing  buainess  in  your  section.  You 
as  a  banker  are  in  a  position  to  know  the  financial  standing,  etc,  and  to 
suggest  names  of  those  who  might  possibly  be  interested  in  a  nice  life  in- 
surance policy.  I  will  do  all  the  work  in  closing  the  business  and  allow  you 
a  nice  commission  on  each  case  I  close    *    *     *.' 

In  reply  to  your  inquiry,  I  would  advise  you  that  the  em- 
ployment by  you  of  a  person  for  the  bona  fide  purpose  of  pro- 
curing prospects  would  not  in  itself  be  a  violation  of  section  89 
of  the  Insurance  Law." 
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Gifts  to  Prospective  Policyholders  Prohibited 

Extract  from  letter  dated  June  30,  1910,  from  the  Superintendent  to  Michael 

£.  Pue. 

"  You  ask  the  following  questions : 

'(a)  Is  it  lawful  for  a  life  insurance  agent  to  sell  a  policy  of  life  insur- 
ance to  a  person  at  the  rate  stipulated  by  the  company  and  to  collect  the 
entire  premium  and,  in  addition,  to  give,  without  cost,  a  building  lot  valued 
at  $50?  (b)  Suppose  that  instead  of  giving  the  lot  to  the  applicant,  a 
nominal  charge  of  $1  was  made,  although  the  lot  would  not  be  sold  to 
anyone  not  taking  insurance  for  less  than  $50.  Would  this  transaction  be 
unlawful  ?  • 

I  am  of  the  opinion  that  such  a  transaction  as  is  described  in 
either  of  your  questions  would  be  a  violation  of  section  89  of  the 
Insurance  Law." 

Agreement  by  Agent  to  Pay  Church  Debt  if  Members  Will  Take 
Out  Insurance,  Within  the  Prohibition  of  the  Section 

iixtTwct    from   letter   dated   October   24,    1010,   from    the   Superintendent   to 

The  Connecticut  Mutual  Life  Insurance  Company. 

.i  *  *  *  You  afik  for  *  information  regarding  whether  it 
would  be  lawful  for  a  duly  authorized  insurance  agent  to  send 
circular  letters  to  members  of  a  church  congregation  and  solicit 
the  members  for  insurance,  making  a  special  plea  to  them  that  if 
they  will  place  insurance  in  this  agent's  company,  said  agent  will 
agree  to  turn  over  a  part  or  all  of  his  commission  to  the  treasurer 
of  the  church,  for  the  purpose  of  reducing  the  outstanding  church 
debt' 

I  am  of  the  opinion  that  your  proposed  action  would  be  a  vio- 
lation of  the  spirit  if  not  the  letter  of  section  89  of  the  Insurance 
Law." 

Agent  May  Not  Buy  Stock  of  Insured's  Corporation  in  Considera- 
tion of  His  Taking  Out  a  Life  Policy 

V^xirsLct  from  letter  dated  October  14,  1911,  from  the  Superintendent  to  the 

Connecticut  Mutual  Life  Insurance  Company. 

«  ♦    #    *    You  write  as  follows : 

*In  your  opinion,  would  the  following  fall  within  the  meaning  of  sec- 
tion 1191  of  the  Penal  Code:  An  agent  agrees  to  buy  a  quantity  of  stock 
of  the  insured's  corporation,  in  consideration  of  his  taking  out  a  poliey  of 
life  insurance?' 


184  Extracts  from  Rulings  and  Opinions  §  89 

It  would  appear  that  this  would  fall  within  the  prohibition  of 
sub.  3  of  section  1191  of  the  Penal  Code  of  this  State." 

Reduction  in  Premium  Rate,  Oiven  to  All  Applicants,  Not  a 

Rebate 

Extract    from    letter    dated    May    0,    1911,    from    the    Superintendent    to 

John  C.  Crittenden,  of  Erie,  Penn. 

*****  A  reduction  in  the  rate  of  premium  charged  by  a 
company  is  not  a  rebate  so  long  as  it  applies  to  all  applicants  for 
insurance.  The  prohibition  of  section  89  of  the  Insurance  Law  is 
against  discrimination." 

A  Reduction  of  Premium  Guaranteed  in  Policy  Contracts  Does 

Not  Constitute  a  Rebate 

Extract  from  letter  dated  December  9,  1911,  from  the  Superintendent  to  Hon. 

John  L.  Bleakly,  Auditor  of  State. 

"  Your  favors  of  the  2d  and  5th  inst.,  with  enclosed  '  Illustra- 
tion of  premium  reductions '  used  by  the  Postal  Life  Insurance 
Company  of  New  York,  have  been  received. 

This  Department  does  not  regard  the  circular  in  question  as  a 
violation  of  section  89  of  the  Insurance  Law  of  this  State.  The 
reductions  of  premiums  are  guaranteed  in  the  policy  contracts  of 
the  company,  which  have  been  approved  by  the  Superintendent; 
they  are  not  ^  rebates '  in  the  offensive  sense  of  the  word  as  used 
in  section  89." 

Life  Company  Which  Does  Business  Direct  with  Policyholders 
Through  the  Mail  May  Provide  in  Contract  for  Reduction  of 
Premiums 

Extract  from  letter  dated  December   18,   1911,  from  the  Superintendent  to 
the  John  Hancock  Mutual  Life  Insurance  Company. 

"  Your  favor  of  the  16th  inst.  with  enclosure  relating  to  the 
Postal  Life  Insurance  Company,  has  been  received. 

The  Postal  Life  does  business  directly  with  its  policyholders 
through  the  mail.  It  has  no  agents  and  pays  no  commissions; 
its  premiums  are  reduced  by  an  amount  that  would  be  payable  to 
an  agent  if  it  did  business  on  the  old  plan. 
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The  reductions  are  made  part  of  the  policy  contract  which  has 
been  approved  by  this  Department  as  being  in  accord  with  our 
law," 

Agent  May  Pay  First  Year's  Premium  and  Take  Note  of  In- 

ft 

sured  for  Amount  Advanced 

Kxtract   from    letter   dated   March    15,    1912,    from    the    Superintendent    to 

N.  H.  Weed,  Editor  Life  Insurance  Independent. 

"•    *    *    You  ask: 

'  Is  it,  in  the  opinion  of  the  Department,  unlawful  for  a  life  insurance 
agent,  in  writing  a  new  policy,  to  advance  and  pay  to  the  insuring  company 
out  of  his  own  funds  the  iull  first  year  premium  when  he  deliyers  the  policy 
to  the  insured,  taking  in  exchange  therefor  the  three  months  note  of  the 
insured  to  the  agent  individually  for  the  full  amount  so  advanced  and  interest 
thereon,  the  same  being  done  in  good  faith  and  without  any  qualifying  agree- 
ment or  understanding  and  with  the  actual  and  real  purpose  of  the  agent 
to  enforce  and  of  the  insured  to  pay  the  full  amount  of  said  note  and  interest 
at  maturity?' 

It  is  not" 

AnnuM  Premium  Policies  May  Not  be  Paid  for  in  Monthly 

Installments 

Extract  from  letter  dated  September  25,  1912,  from  the  Superintendent  to  the 

Massachusetts  Mutual  Life  Insurance  Company. 

"  Your  letter  of  the  23rd  inst.  has  been  received,  and  the  proposi- 
tion therein  set  forth  has  been  carefully  considered.  As  the 
Department  understands  the  proposition,  it  is  briefly  this:  A 
certain  firm  having  offices  in  your  city  will  apply  for  insurance 
upon  the  lives  of  three  of  its  employees,  such  insurance  to  be  for 
the  benefit  of  the  firm ;  the  policy  or  policies  to  be  written  upon  the 
annual  premium  rate,  but  the  firm  wishes  to  pay  the  premium  in 
equal  monthly  installments  until  the  full  amount  of  the  annual 
premium  has  been  paid.  The  company  which  solicits  this  insur- 
ance declines  to  accept  payment  of  premiums  except  upon  the 
annual,  semi-annual  or  quarterly  basis,  and  it  will  not  accept  notes 
for  any  part  of  the  premium.  You  wish  to  be  advised  whether  an 
agent  offering  to  take  this  business  on  the  basis  mentioned  would 
violate  any  law  of  the  State  of  New  York. 
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If  it  be  assumed  that  the  above  statement  of  the  proposed  course 
of  business  is  correct,  it  is.  considered  that  it  would  be  in  viola- 
tion of  the  provisions  of  sections  56,  58  and  89  of  the  New  York 
Insurance  Law." 

Distribution  of  26'Cent  Coupons  Constitutes  a  Rebate 

Extract  from  Opinion  of  Department  Counsel  dat«d  November  18,  1912. 

"  The  distribution  of  25-cent  coupons  receivable  on  account  of 
premiums  for  sick  and  accident  policies  to  patrons  of  moving 
picture  shows,  constitutes  a  rebate  and  discrimination." 

"  Group  Insurance  "  and  "  Rebates  "  Distinguished 

Extract  from  letter  dated  December  6,  1912,  from  the  Superintendent  to  the 

Connecticut  General  Life  Insurance  Company. 

"  You  write  as  follows : 

'  We  have  recently  had  proposed  to  us  by  our  Syracuse  Agent  the  insuring 
of  the  employees  of  the  Syracuse  Trust  Company,  some  twelve  or  fourteen  in 
number,  under  a  plan  by  which  the  Company  would  pay  the  premiums  and 
employees  would  have  to  take  the  insurance  subject  to  evidence  of  good  health 
but  at  a  reduced  rate.  •  ♦  ♦  Under  an  agreement  whereby  all  the  em- 
ployees of  the  Trust  Company  must  be  insured  would  you  look  upon  the  offer- 
ing of  a  lower  premium  as  in  the  nature  of  a  rebate  or  as  in  the  nature  of 
group  insurance?' 

Under  the  circumstances  stated  I  would  look  upon  the  offering 
of  a  lower  premium  as  in  the  nature  of  group  insurance." 
(See  also  §  141.) 

Agent  May  Refund  First  Premium  as  a  Gift 

Extract  from  letter  dated  February  18,  1913,  from  the  Superintendent  to  the 

Provident  Life  and  Trust  Company. 

"Referring  to  your  favor  of  the  12th  inst.  *  *  *  I  would 
state  that  the  intent  of  section  89  of  the  Insurance  Law  is  to  pre- 
vent '  any  discrimination  between  individuals  of  the  same  class  or 
of  equal  expectation  of  life,  in  the  amount  or  payment  or  return 
of  premiums  or  rates  charged  for  policies  of  insurance,  or  in  the 
dividends  or  other  benefits  payable  thereon,  or  in  any  of  the  terras 
and  conditions  of  the  policy.' 
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The  prohibitionB  of  the  section  relate  to  special  favors  or 
advantages  offered  as  inducement  to  any  person  to  insure. 

As  I  understand  your  letter,  you  do  not  propose  to  refund  to 
Father  Bums  the  amount  of  the  first  premium  as  an  inducement 
to  insure.  I  do  not  think  that  the  law  should  be  construed  to  for- 
bid you  or  any  other  man  from  making  a  present,  as  a  pure  matter 
of  friendship,  out  of  moneys  belonging  to  you." 

Circular  Letter  of  March  10,  1913,  in  re  Giving  of  Rebates 

'^  There  have  been  a  number  of  complaints  made  to  this  Depart- 
ment with  respect  to  rebating  and  offers  of  rebate  in  this  State. 
The  Department  is  most  anxious  to  do  everything  in  its  power  to 
stamp  out  this  evil,  and  trusts  that  your  company  feels  the  same 
way  with  respect  to  this  question.  It  is  as  much  a  violation  of  the 
law  of  this  State  to  offer  a  rebate  as  it  is  to  give  a  rebate,  and  we 
desire  that  this  fact  be  impressed  upon  the  agents  of  the  various 
life  insurance  companies  operating  in  this  State. 

I  desire,  therefore,  that  your  company  take  such  action  as  you 
may  think  best  to  impress  upon  your  agents  the  above  facts,  and 
notify  them  that,  if  they  desire  to  continue  business  in  this  State, 
they  must  neither  give,  nor  offer  to  give,  a  rebate." 

Consideration  Must  be  Expressed  in  Policy  Contract 

Extract  from  letter  dated  April   15,   1913,  from  the  Superintendent  to  the 

Travelers  Insurance  Company. 

"  In  reply  to  your  favor  of  the  10th  inst.,  I  would  state  that  the 
Rebate  Law  of  this  State  prohibits  any  agent,  solicitor  or  repre- 
sentative of  an  insurance  company  to  pay,  allow,  or  give,  or  offer 
to  pay,  allow  or  give,  directly  or  indirectly  any  valuable  considera- 
tion or  inducement  whatever  not  specified  in  the  policy.  In  the 
case  you  mention,  if  the  agent  desires  any  such  transaction  to  be 
legal,  it  must  be  written  in  the  policy  contract." 

Giving  of  Tickets  or  Chances  Upon  a  Building  Lot  to  Purchasers 
of  Insurance  Constitutes  a  Rebate  and  Discrimination 

Extract  from  letter  dated  June  24,  1913,  from  the  Superintendent  to  the 

Niagara  Fire  Insurance  Ck>mpan7. 

"  Your  favor  of  the  17th  inst.,  enclosing  an  advertisement  by 
Willis-Buckle  Company  of  a  plan  involving  the  giving  of  tickets 


' 
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or  chances  upon  a  building  lot  to  purchasers  of  insurance,  and 
asking  whether  such  plan  constitutes  a  violation  of  law,  was 
received  by  due  course  of  mail. 

The  plan  as  outlined  in  the  advertisement,  in  my  opinion,  is  a 
violation  of  sections  65  and  89  of  the  Insurance  Law  of  this  State, 
and  of  sections  1191  and  1200  of  the  Penal  Law,  all  relating  to 
rebates,  and  of  section  1373  and  others  of  the  Penal  Law  relating 
to  lotteries." 

SUB.  6.    ONE  YEAR  TERM  PREMIUM 

Renewable  Term  Rates  May  he  Used  for  Non-Renewable  Term 

Insurance  on  Impaired  Lives 

Extract  from  letter  dated  May  20,  1907,  from  the  Superintendent   to  Thi> 

Washington  life  Insurance  Company. 

"  The  renewable  clause  in  a  term  policy  is  optional  with  the 
company  issuing  the  contract  and  it  may  be  ruled  out  from  your 
regular  form  when  you  desire  to  withhold  the  privilege. 

You  state  that  you  have  certain  rates  for  renewable  terms. 
and  ask: 

'  In  your  opinion,  would  discrimination  contrary  to  law  be  made  if  these 
rates  were  used  for  non-renewable  term  insurance  where  the  lives  were  not 
up  to  the  same  standard  as  to  hazard  as  the  lives  contemplated  in  making 
these  rates  for  renewable  term  insurance?' 

In  my  opinion,  this  would  not  be  discrimination  within  the 
meaning  of  the  law,  provided  there  be  no  question  as  to  the  suflS- 
ciency  of  the  rates." 

Section  91  —  Business  to  be  Accepted  from  Licensed 
Agents  Only;  Agent's  Certificate  of  Authority 

SUB.  1.    APPLICATION  OF  SECTION 

When  Certificates  are  Required  of  Agents  Employed  by  Indus- 
trial Companies 

Agents  procuring  insurance  upon  ordinary  life  plan  although 
employed  by  industrial  or  prudential  companies,  must  procure 
agent's  certificate  of  authority. 

(See  Op.  A.  G.  July  13,  1897.) 
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Certificates  Required  of  Agents  of  Life  Club  on  Neighborhood 

Phai 

Agents  of  life  insurance  club  on  neighborhood  plan  must  pro- 
cure certificates  of  authority. 

(See  Op.  A.  G.  March  10,  1904.) 

Field  Canvassers  and  Office  Help  Obtaining  Birthdays  and  In- 
surance  Informaiion  Musi  be  Licensed  Agents 

Extract    from   letter   dated   June  23,   1909,  from   the    Superintendent   to 

Mr.  John  I.  D.  Bristol. 

"  For  yonr  Mr.  Rudolph  Recht  you  make  the  following  in- 
quiries: 

'Inquiry  1.  Can  I,  or  any  other  agent  of  this  company  (without  first  ob- 
taining an  agency  license  and  company  contract),  under  the  present  State 
laws  and  company  contract  relations,  employ  one  or  more  men  whose  specific 
duties  shall  be  to  canvass  the  field  for  birthdays  and  insurance  information, 
such  employees  to  receive  a  stipulated  salary,  which  salary  is  not  to  be  af- 
fected by  the  amount  of  business  closed  through  the  information  obtained 
through  the  employee's  efforts,  the  employee  having  absolutely  no  commission 
interest  in  any  business  which  may  be  obtained  as  a  result  of  the  information 
he  brought  into  the  office  T' 

'Inquiry  2.  I,  as  well  as  other  agents  am  employing  office  help  to  whom 
is  being  paid  a  specific  salary  for  the  office  duties  they  are  required  to  do. 
Could  these  men,  from  time  to  time,  be  detailed  to  cover  an  office  route  list, 
not  to  solicit  life  insurance  but  to  obtain  birthdays  and  insurance  informal 
tion  where  possible,  represent  themselves  as  being  sent  for  this  information 
by  their  employer  and  such  employees  to  receive  absolutely  no  compensation 
for  this  work  other  than  their  regular  salary  which  they  are  getting  for  the 
office  duties  they  are  performing  and  not  to  be  in  any  way  interested  in  any 
business  which  may  be  written  resulting  from  information  which  they  might 
procure?  Can  an  agent  so  employ  an  office  help  without  obtaining  a  State 
insurance  license  and  also  without  making  an  agency  contract?  If  the  mak- 
ing of  an  agency  contract  would  be  imperative,  how  can  I  make  a  contract 
with  an  office  employee  whose  compensation  is  for  office  work  and  who  is  to 
receive  absolutely  no  recompense  on  amount  of  insurance  written  as  a  result 
of  information  obtained  by  him  ? ' 

■ 

•I  am  of  the  opinion  that  men  employed  as  is  proposed  above 
must  be  licensed  agents." 
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Applications  for  Annuities  May  be  Accepted  from  Person  Not 
Licensed  Provided  no  Commission  be  Allowed 

Extract  from  letter  dated  July  23,  1909,  from  the  Superintendent  to  the  Metro- 
politan Life  Insurance  Company. 

'^  In  your  favor  of  the  22d  inst,  just  received,  you  write  as 
follows : 

*  In  your  opinion  does  section  91  apply  to  annuities  t  Applications  for  an- 
nuities frequently  come  froyi  lawyers,  brokers,  and  others  who  are  not  life 
insurance  agents.  It  is  natural  for  those  in  charge  of  estates  to  advise  an- 
nuities for  certain  classes  of  people.  Can  we  not  issue  these  without  the 
services  of  a  licensed  agent T ' 

To  this  my  answer  is  yes,  provided  no  commission  be  allowed 
for  the  consideration  received." 

Companies  Doing  an  Annuity  Business  May  Employ  Non-Licensed 

Persons  as  Life  Insurance  Agents 

Extract  from  letter  dated  March  7,  1912,  from  the  Superintendent  to  Alfred 
Uurrell,  Counsel  Association  of  Life  Insurance  Presidents. 

"  I  am  in  receipt  of  your  letter  of  the  6th  inst.  in  relation  to 
the  right  of  companies,  authorized  by  their  charter  to  do  an  an- 
nuity business,  to  receive  such  business  from  persons  who  are  not 
licensed  by  the  Insurance  Department  as  life  insurance  ageiKts, 
and  to  pay  such  persons  compensation  or  commission  for  securing 
such  business. 

You  ask  the  question,  for  a  ruling  thereon,  whether  there  is 
any  prohibition  in  the  Insurance  Law  against  an  insurance  com- 
pany or  other  corporation  authorized  to  do  an  annuity  business 
from  paying  commissions  or  compensation  for  such  business  to 
persons  not  licensed  as  aforesaid. 

In  answer  thereto,  I  beg  to  say  that  there  is,  in  the  opinion  of 
the  Department,  no  such  prohibition  in  the  Insurance  Law." 

Unauthorized  Company  May  Place  Insurance  on  Life  of  Citizen 
Provided  Contract  is  Made  Direct  with  Company 

l^lxtract  from  letter  dated  September  21,  1911,  from  the  Superintendent  to 

the  Puritan  Life  Insurance  Ck>mpany. 

« «     «     «     You  write : 

'  We  have  received  this  date  a  letter  from  a  party  in  Brooklyn,  N.  Y.,  re- 
questing a  policy  for  $5,000  on  the  twenty  payment  life  plan  in  the  Puritan 
Life  Insurance  Company  with  the  request  that  the  application  be  placed 
through  a  Mr.  Schoenfeld,  an  insurance  broker  located  in  Jersey  City,  N.  J. 
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We  appreciate,  of  course,  that  we  are  not  at  the  present  time  opemting 
in  the  State  of  New  York  and  desire  to  comply  entirely  with  the  rulings  in 
such  cases. 

We  are  of  the  opinion  that  we  would  have  the  right  to  issue  a  policy  to 
an  applicant  who  applies  to  us  through  the  mail  without  solicitation  on  our 
part.  In  our  desire,  however,  to  fully  comply  with  the  law  we  would  appre- 
ciate your  opinion  on  the  matter  before  proceeding  further.' 

It  would  appear  from  the  above  that  the  proposed  transaction 
contemplates  the  placing  of  insurance  on  the  life  of  a  citizen  of 
this  State  by  an  unauthorized  company,  through  an  intermediary 
located  in  another  State  and  not  subject  to  the  laws  of  this  State ; 
this  would  be  in  effect  a  violation  of  our  laws. 

If  the  transaction  was  one  initiated  and  to  be  carried  out  be- 
tween your  home  office  and  the  insured,  no  outside  party  partici- 
pating, it  would  in  my  opinion  be  perfectly  allowable." 

Actuary  Acting  as  Advisor  Must  Have  Agent's  Certificate 

Extract  from  letter  dated  October  1,  1912,  from  the  Superintendent  to  the 

Northwestern  Mutual  Life  Insurance  Ck>mpany. 

"  You  state : 

'  I  have  in  contemplation  the  employing  of  an  actuary,  in  connection .  with 
this  office,  upon  a  stipulated  weekly  salary.  It  is  my  desire  to  use  him  also 
in  interviewing  prominent  men,  after  an  appointment  has  been  made,  to  go 
over  the  subject  and  advise  them  in  every  way  they  may  desire.  Under  no 
circumstances  is  he  to  solicit  or  take  an  application,  and  he  is  to  confine  his 
work  to  that  of  an  advisor.' 

I  am  of  the  opinion  that  a  person  so  employed  should  have  an 
agent's  certificate  of  authority.'' 

Corporation  May  Not  be  Licensed  as  a  Life  Agent 

Extract  from  letter  dated  May  12,  1913,  from  the  Superintendent  to  J.  B. 

Fellheimer. 

"  This  acknowledges  your  letter  of  the  10th  inst,  with  reference 
to  the  organization  of  an  agency  corporation  for  the  purpose  of 
writing  life  and  accident  insurance. 

In  reply  you  are  advised  that  life  agents'  certificates  of  authority 
are  not  issued  to  corporations  under  section  91  of  the  Insurance 
Law.  Therefore,  if  such  a  corporation  as  you  contemplate  organiz- 
ing were  formed,  it  would  be  impossible  for  the  corporation  itself 
to  obtain  a  life  agent's  certificate  of  authority  from  this  Depart- 
ment. 
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Under  section  142  of  the  Insurance  Law,  which  relates  to  the 
licensing  of  agents,  it  would  be  possible  for  a  corporation  to  obtain 
an  agent's  certificate  of  authority  to  represent  companies  writing 
health  and  accident  insurance. 

We  know  of  no  law  which  would  prevent  the  organization  of  n 
corporation  for  the  purpose  of  acting  as  the  agent  for  authorized 
insurance  companies." 

Partnership  May  Not  be  Licensed  as  a  Life  Agent 

Extract  from  letter  dated  June  18,   1913,  from  the  Superintendent  to  the 

Mutual  Benefit  Life  Insurance  Company. 

"  We  are  enclosing  herewith  an  application,  filed  in  this  Depart- 
ment this  day.  This  is  executed  by  Andrew  J.  Corsa  &  Son.  We 
do  not  issue  certificates  of  authority  to  copartnerships  for  life 
agents.  Therefore,  it  will  be  necessary  for  each  one  of  the  persons 
composing  this  firm  to  make  an  individual  application  to  this 
Department" 

SUB.  2.    SHARING  COMMISSIONS 

Licensed  Agent  May  Not  Share  Comnvissions  with  Nonresident 

AgerU  who  Does  Not  Hold  a  License 

Extract  from  letter  dated  Oct.  25,   1911,  from  the  Superintendent  to  the 

Pennsylvania  Mutual  Life  Insurance  Company. 

« *     «     «     You  write : 

*  Kindly  advise  us  at  your  early  convenience  whether  a  duly  licensed  agent 
of  this  company,  resident  in  the  State  of  New  York,  may  pay  to  one  of  this 
company's  agents,  resident  in  another  State  and  who  is  without  a  New  York 
license,  a  commission  upon  a  risk  which  the  latter  may  turn  over  to  the 
former  for  dosing!* 

Section  91  of  the  Insurance  Law  provides  that: 

*  No  life  insurance  corporation  doing  business  within  this  State,  or  agent 
thereof,  shall  pay  any  conunission  or  other  compensation  to  any  person  for 
services  in  obtaining  new  insurance,  unless  such  person  shall  have  first  pro- 
cured from  the  Superintendent  of  Insurance  a  certificate  of  authority  to  act 
as  an  agent  of  such  company  as  hereinafter  provided. 


f;_- _-,-i  -  J_rsL  _^j* 
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lAcensed  Suhagent  May  Not  Share  Commissions  on  Business 
Secured  in  the  State  tuith  Unlicensed  Manager 

Extract  from  letter  dated  February  17,  1912,  from  the  Superintendent  to 
the  Equitable  Life  Assurance  Society  of  the  United  States. 

« *     *     «     You  write : 

'  Section  91  of  the  Insurance  Law  reads  in  part  as  follows : 

*  No  life  insurance  corporation  doing  business  within  this  State,  or  agent 
thereof,  shall  'pay  any  commission  or  other  compensation  to  any  person  for 
services  in  obtaining  new  insurance,  unless  such  person  shall  have  first  pro- 
cured from  the  Superintendent  of  Insurance  a  certificate  of  authority  to  act 
as  an  agent  of  such  company  as  hereinafter  provided. 

'Any  person  or  corporation  violating  the  provisions  of  this  section  shall 
forfeit  to  the  State  the  sum  of  five  hundred  dollars.' 

Kindly  advise  me  whether  the  society  would  be  violating  tlie  above  law 
by  paying  a  commission  to  a  manager  who  does  not  hold  a  New  York  life 
aunt's  certificate  of  authority,  on  account  of  business  secured  in  this  State 
by  a  sub-agent  of  such  a  manager,  provided  that  the  said  sub-agent  holds  a 
life  certificate  issued  by  you  authorizing  him  to  solicit  insurance  for  this 
society;  and  provided  further,  that  the  said  manager  did  not  participate  in 
anj  way  in  securing  the  application  for  insurance.'" 

In  my  opinion  the  payment  by  the  society  of  a  commission  on 
account  of  business  secured  in  this  State,  to  a  manager  who  does 
not  hold  a  New  York  life  agent's  certificate  of  authority,  and 
who  did  not  participate  in  any  way  in  securing  the  application 
for  insurance,  would  be  a  violation  of  the  above  law." 

Licensed  Agent  May  Not  Share  Commissions  with  Nonresident 
Agent  who  Aids  in  Procuring  Insurance,  Unless  Such  Agent 
Holds  a  Certificate  of  Authority 

Extract  from  letter  dated  June  11,   1912,  from  the  Superintendent  to  Urn 

Mutual  Benefit  Life  Insurance  Company. 

« *     ♦     *     You  State : 

'  One  of  our  agents  in  Minnesota  solicited  a  man,  who  afterwards  moved 
to  Syracuse,  and  wrote  to  us  to  follow  the  case  up.  One  of  our  regularly 
licensed  agents  solicited  this  man,  and  finally  wrote  his  application.  He 
handled  the  matter  completely  and  entirely,  but  feels  that  the  agent  in  Min- 
nesota who  formerly  worked  on  the  case,  is  entitled  to  part  of  the  commis- 
sion. Under  the  circumstances  does  your  Department  rule  that  the  man  in 
Minnesota  should  have  a  license  to  receive  part  of  the  commission,  he  not 
appearing  in  the  present  transaction  in  any  way  t ' 

7 
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Section  91  of  the  Insurance  Law  of  this  State  provides: 

*  No  life  insurance  corporation  doing  business  within  this  State,  or  agent 
thereof,  shall  pay  any  commission  or  other  compensation  to  any  person  for 
services  in  obtaining  new  insurance^  unless  such  person  shall  have  first  pro- 
cured from  the  Superintendent  of  Insurance  a  certificate  of  authority  to  act 
as  an  agent  of  such  company  as  hereinafter  provided.' " 

New  York  Agent  May  Not  Share  Commissions  With  Nordicensed 

Foreign  Agent  Procuring  Prospects    . 

Extract  from  letter  dated  November  25,  1912,  from  the  Superintendent  to  the 

Northwestern  Mutual  Life  Insurance  Company. 

"  You  state: 

*A  question  has  risen  in  connection  with  section  91  of  the  New  York  Insur- 
ance Law  as  follows: 

Is  an  agent  of  this  company  in  another  state  required  to  be  licensed  in 
New  York  in  order  to  receive  a  commission  on  a  policy  issued  through  a  regu- 
lar agent  of  this  company  in  New  York  and  duly  licensed  as  such  in  a  case 
wherein  the  outside  agent  writes  the  New  York  agent  giving  him  the  name 
of  a  prospect  and  the  regular  New  York  agent  writes  the  application  and  de- 
livers the  insurance?' 

In  my  opinion  the  payment  of  commission  as  recited  would  be  a 
violation  of  the  prohibition  of  section  91  of  the  Insurance  Law. 

SUB.  3.    AGENTS'  APPLICATIONS  FOR  CERTinCATES  OF  AUTHORITY 

Rulings  of  the  Superintendent  dated  May  17,  1909,  on  the  law  which  became 

operative  May  7,  1909. 

"First,  These  applications  must  be  signed  by  the  proposed 
agent  and  countersigned  by  the  company  he  is  to  represent. 

Second.  Agents  representing  more  than  one  company  must  file 
a  separate  application  for  each  company  to  be  represented,  such 
application  to  be  approved  and  countersigned  by  such  company. 
There  is  no  provision  in  the  Insurance  Law  recognizing  a  general 
license  authorizing  the  holder  thereof  to  represent  several  life  com- 
panies. 

Third.  The  new  regulations  apply  to  all  agents  for  life  insur- 
ance companies,  whether  such  companies  be  New  York  companies 
or  companies  organized  under  the  laws  of  other  states  or  countries. 

Fourth.  The  power  given  the  Superintendent  to  refuse  to  issue 
certificates  of  authority  will  be  exercised  in  all  cases  where 
answers  are  unsatisfactory. 

Fifth.  Agents  appointed  on  company  applications  filed  on  or 
before  May  6th,  will  not  be  required  to  apply  under  the  new  law 
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until  January  1,  1910,  they  being  authoTized  agents  under  the  old 
law  until  that  date." 
(See  §  49  "Agents.") 

Superintendent  Has  Discretionary  Power  to  Issue  or  Refuse 

License  to  Agent 

Extract  from  Opinion  of  Department  Counsel,  dated  AprU  18,  1910. 

"  Under  section  91  of  the  Insurance  Law,  you  have  the  discre- 
tion to  issue  or  refuse  to  issue  a  license.  The  law  was  moulded 
in  its  present  form  apparently  with  the  express  purpose  of  giving 
the  Superintendent  the  opportunity  to  use  his  discretion  for  the 
betterment  of  the  so-called  field  conditions  of  life  insurance. 
*  *  *  Having  given  you  a  wide  discretion  in  the  right  to  grant 
or  refuse  to  grant  a  license,  it  would  seem  that  the  law  does  not  re- 
quire you  to  test  every  question  presented  concerning  a  man  by 
the  cold  rules  of  evidence." 

(See  letter  dated  Nov.  22,  1909,  from  the  Superintendent  to 
the  New  York  Life  Insurance  Company,  §  89,  sub.  4.) 

(See  also  §§  49  and  50.) 

SUB.  4.  FORM  OF  APPLICATION  FOR  AGENT'S  CERTIFICATE  OF 
AUTHORITY  UNDER  THE  LAW  WHICH  BECAME  OPERATIVE  MAY  7, 
1809 

Authorized  by  the  Superintendent  May  12,  1909 

Read  section  91  of  the  Insurance  Law  as  amended  May  7,  1900,  on  reverse 

side  of  this  application. 

State  of  New  Yobk  —  Insukanoe  Depabtment 
Application  for  Agent's  Certificate  of  Authority 

BY 
Name :     


*  Business  address: 


Insert  (a)    Street  and  Number,   (b)   City  or  Town,    (c)  County,   (d)   State. 
(If  a  non-resident,  fill  in  this  line  also;  see  footnote.) 


*A  non-resident  applicant  must  insert  at  "Business  address"   (a)   home 
business  address,  and    (b)   a  business  address  in  this  State  indicating  the 
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Residence  address : , 

Insert   (a)    Street  and  Number,   (b)   City  or  Town,   (c)   County,   (d)   State. 

Company  you  desire  to  represent: 

Are  you  to  act  as  Soliciting  Agent,  or  Man- 
aging or  General  Agent? 


Present  occupation :   

(GlYe  full  details.) 


What  other  or  further  occupation  have  you 
been  engaged  in  during  past  twelve 
monthst    , 

Has  your  license  ever  been  refused,  suspended 
or  revoked  by  the  Insurance  Department 

of  this  or  any  other  State? 

If  so,  give  particulars , 

Do  you  intend  to  devote  your  time  wholly  to 
soliciting  life  insurance  ? , 

What  business  other  than  life  insurance,  if 
any,  do  you  intend  to  carry  on  ? , 

What  previous  experience  have  you  had  in 
4he  life  insurance  business? 

Does  any  company  or  agency  with  whom  you 
have  previously  been  engaged  claim  any 
unpaid  balance  against  you  for  any  cause 

whatever  ? If  so,  state 

particulars , 


If  a  soliciting  agent,  give  approximate 
amount  of  insurance,  or  number  of  policies, 
if  any,  written  by  you  and  paid  for  during 
past  twelve  months 


For  what  Companies? 


county  in  this  State  in  which  he  has  an  office  for  the  transaction  of  business. 
Thus,  a  non-resident  may  show  two  business  addresses;  he  must  show  one 
business  address  in  this  State. 

The  Department  requires  that  there  shall  accompany  each  application  for 
an  Agent's  Certificate  of  Authority  evidence  that  the  company  or  its  repre- 
sentative has  investigated  the  qualification  of  the  applicant  to  act  as  their 
agent.  A  written  report  of  sudi  investigation,  giving  the  facte  as  to  the 
character  and  experience  of  the  applicant,  countersigned  by  the  officer  who 
approves  the  application,  must  be  attached  hereto. 
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ThiB  application  is  made  for  the  purpose  of  procuring  a  Certificate  €i 
Authority  from  the  Superintendent  of  Insurance  of  the  State  of  New  York 

to  act  as  an  agent  of  the ; 

and  I  warrant  the  answers  and  statements  above  made  to  be  full,  complete 
and  true. 

(Bignatnre  of  person  desiring  certificate.) 
Witness : 


This  application  is  approved,  and  we  request  that  the  Certificate  of  Au- 
thority Baked  for  be  granted. 

Company 

By 

Section  92  —  No  Forfeiture  of  Policy  Without  Notice 

Company  May  Not  Omit  the  "  Grace  Clause  *^  in  Policies  on  the 
Monthly  Payment  Plan;  "  Industrial  Insurance ''  Defined 

(See  letter  dated  May  9,  1907,  from  the  Superintendent  to 
the  Washington  Life  Insurance  Company,  quoting  letter  from 
Haley  Fiske  to  the  Superintendent,  §  101  (old),  sub.  A.  2.) 

Assignment  of  Policy  Effective  Between  the  Parties  Without 

Notice  to  Company 

Ruling  of  August  9,  1909. 

"  The  statement  (in  a  life  insurance  policy)  that  no  assignment 
shall  take  effect  until  written  notice  thereof  shall  be  given  to  the 
company,  is  not  proper.  An  assignment  of  a  policy  of  life  insur- 
ance, when  made  in  regular  form  by  the  proper  party  and  for  a 
sufficient  consideration  will  *  take  effect '  as  between  the  parties  to 
such  assignment,  whether  or  not  written  notice  of  the  assignment 
be  given  to  the  ineuring  company.  The  form  which  is  in  common 
use  seems  to  be  better.  This  provides  as  follows :  '  No  assign- 
ment of  this  policy  shall  be  binding  upon  the  company  unless 
the  original  assignment  or  a  duplicate  thereof  be  filed  at  its  home 
office/  " 
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Waiver  of  Lapse  or  Forfeiture  Provisions  in  Applicaiion  Void 
(See  Rilling  of  August  7,  1909,  §  88,  eub.  18.) 

Attempt  to  Limit  Time  for  Action  on  a  Policy  to  One  Tear 

Prohibited 

Ruling  of  AuguBt  3,  1909. 

"  The  attempt  to  limit  to  one  year  the  time  for  commencing  an 
action  on  the  policy  contract  cannot  be  approved.  Section  92  of 
the  Insurance  Law  provides  that  on  a  forfeited  policy  an  action 
may  be  instituted  within  two  years  from  the  day  upon  which  de- 
fault was  made  in  paying  the  premium,  etc.  *  *  *  In  the 
case  of  an  insurance  policy,  which  matures  as  a  death  claim,  or 
as  an  endowment,  it  seems  that  the  ordinary  limitation  established 
by  the  Code  of  Civil  Procedure  should  apply." 

Section  94  —  Election  of  Directors 

Maintenance   of  Lists  of  Names  of  Policyholders  at   General 

Agencies 

Department  ruling  dated  July  10,  1906. 

"  Under  the  provisions  of  section  94  of  the  Insurance  Law, 
as  enacted  by  chapter  326  of  the  Laws  of  1906,  this  Department 
holds  that  every  domestic  life  insurance  corporation  whose  policy- 
holders will  be  entitled  to  vote  for  directors,  must  file  with  the 
Superintendent  of  Insurance  two  full  and  correct  lists  of  the 
names  of  such  policyholders,  and  also  maintain  two  duplicate 
lists  at  its  home  office.  It  will  not  be  necessary  to  furnish  any 
other  copies  of  such  lists  for  public  use  within  the  State  of  New 
York. 

The  law  requires  the  names  on  such  lists  of  policyholders  to 
be  arranged  alphabetically  and  to  be  classified  by  states,  territories 
and  possessions  of  the  United  States,  and  by  foreign  countries. 
Under  our  construction  of  the  statute  this  constitutes  a  distinct 
jurisdiction  of  each  separate  state,  territory  and  possession  of  the 
United  States,  and  each  separate  foreign  country  wherein  policy- 
holders are  located,  within  which,  severally,  unless  prohibited 
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by  law,  the  corporation  must  maintain  two  similar  lists  of  names 
of  its  policyholders  residing  in  such  jurisdiction. 

In  the  opinion  of  the  Department  every  such  life  insurance 
corporation  should,  pursuant  to  this  section,  formally  designate  a 
general  agency  for  each  such  jurisdiction  where  such  lists  shall 
be  maintained.  Such  general  agency  may  be  provided  by  naming 
one  already  established  under  that  title,  and  where  not  so  named 
by  a  special  appointment  as  hereinbefore  stated. 

The  Department  cannot  approve  nor  recognize  the  jurisdiction 
(territory)  divided  or  allotted  to  general  agencies  by  a  corporation, 
the  boundaries  of  which  do  not  conform  to  the  limitations  of  the 
statute  for  this  specific  purpose. 

The  names  of  the  policyholders  to  be  placed  on  such  duplicate 
lists  prepared  by  a  corporation  for  its  general  agency  in  each 
jurisdiction,  are  of  such  policyholders  only  as  are  residents  of  the 
particular  jurisdiction  stated,  and  not  in  every  instance  a  complete 
list  of  all  the  policyholders  of  the  company." 

How  Copies  of  Lists  of  Policyholders  May  be  Obtained 

Extract  from  letter  of  April  12,  1909.  from  the  Superintendent  of  Insurance 

to  Mr.  Sol  Rosenblatt. 

"  The  Superintendent  has  made  the  following  ruling  in  regard 
to  obtaining  copies  of  lists  of  policyholders  on  file  in  the  Depart- 
ment: 

'  Lists  of  policyholders  on  file  shall  be  subject  to  inspection  and  copy  by 
any  policyholder,  or  by  his  authorized  representative,  at  any  time  during 
business  hours.  A  policyholder  appearing  in  person  must  present  his  policy, 
his  last  receipt  for  premiums  paid  and  satisfactory  proof  of  his  identity.  A 
policyholder  designating  a  representative  to  inspect  or  copy  from  a  list  on  file 
in  the  Department  will  be  privileged  to  appear  by  only  one  representative  at 
a  time.  This  representative  must  produce  a  written  designation  conferring 
authority  in  each  instance,  stating  the  name  of  the  company  insured  in,  the 
number  of  the  policy,  the  date  to  which  premium  has  been  paid,  and  name 
of  the  appointee;  the  designation  must  be  duly  signed  by  such  policyholder 
and  acknowledged  by  him  before  a  notary  public* " 

Form  of  Authorization 

TO  WHOM  IT  MAY  CONCERN: 

BE  IT  KNOWN  that  in  accordance  with  paragraph  6  of  Section  94  of  the 
New  York  Insurance  Laws,  and  with  the  regulations  prescribed  by  the  Super- 
intendent of  Insurance  thereunder,  I  hereby  designate,  empower,  authorize 
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and  appoint as  my  representative  to  ihbj 

and  copy  the  lists  of  Life  Insurance  Company  of 

during  the  time  they  are  on  ^le,  as  provided  by 

law. 

I  further  certify  that  I  am  insured  in  the  said 

Life  Insurance  Company  of by  Policy  No 

upon  which  the  premium  has  been  paid  to and 

that  I  reside  in  


( 8EAI< ) 

8TATE0P 1 

County  or j  ••* 

BEFORE  the  undersigned,  a  notary  public,  in  and  for  said  county  and 

state,  personally  appeared personally  known 

to  me  to  be  the  same  person  whose  name  is  signed  to  the  foregoing  instrument, 
and  acknowledged  that  he  executed  and  delivered  the  same  as  his  free  and 
voluntary  act  and  deed,  for  the  uses  and  purposes  therein  set  forth. 

IN  WITNESS  WHEREOF,  I  have  hereunto  affixed  my  notarial  hand  and 

seal  this day  of A.  D.  19. . . 


Notary  Public, 

Company  May  File  Corrected  Copies  of  Last  Yearns  Lists  of 
Policyholders  with  Supplement  Containing  Business  for  1910 

Extract  from  letter  dated  March  27,  1911,  from  the  Superintendent  to  the 

German i a  Life  Insurance  Company. 

"  *     *     *     You  State  that : 

'  The  removal  of  our  offices  to  the  new  building  at  Union  Square  and  East 
Seventeenth  Street  will  interfere  to  a  considerable  extent  with  the  daily  rou- 
tnne  work  and  it  would,  therefore,  be  a  great  oonvenienoe  to  us  if  we  could 
be  allowed  to  file  our  lists  of  last  year  with  a  supplement  containing  the 
business  of  1910.  And  inasmuch  as  independent  nominations  for  directors 
of  this  company  have  not  been  made  in  the  past  and  are  not  likely  to  be 
made  in  the  future,  we  hereby  take  the  liberty  of  asking  whether  the  filing 
of  the  lists  of  European  policyholders  could  not  be  dispensed  with  and  the 
time  and  cost  of  preparing  such  lists  be  thus  saved  to  our  Berlin  office.' 

I  would  advise  you  that  filing  corrected  copies  of  last  year's 
lists  of  policyholders  in  the  home  department  with  a  supplement 
containing  the  business  of  that  department  for  1910,  will  be  con- 
sidered a  practical  compliance  with  the  law.  In  the  event  of  the 
nomination  of  an  opposition  ticket  this  ruling  will  not  hold  good. 
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Lists  of  Policyholders  in  Life  Companies  Not  Subject  to  Copying 

for  Private  Use 

Extract  from  letter  dated  June  7,  1&12,  from  the  Superintendent  to  Benedict 

M.  liolden. 

"  I  am  in  receipt  of  your  letter  of  the  5  th  inst  enclosing  a 
letter  of  introduction  from  Hon.  Theodore  H.  Macdonald;  ex- 
Insurance  Commissioner  of  the  State  of  Connecticut. 

You  state  in  your  letter  that,  under  the  laws  of  the  State  of 
New  York,  insurance  companies  are  obliged  to  file  in  this  De^ 
partment  lists  containing  the  names  of  policyholders  who  have 
the  right  to  vote  for  trustees,  etc.,  and  you  ask  whether,  if  you 
should  send  a  clerk  here  to  Albany  with  a  stenographer,  you 
might  secure  the  names  of  the  policyholders  in  the  New  York 
companies. 

It  is  true  that  the  lists  of  policyholders  are  temporarily  in  the 
possession  of  this  Department  in  connection  with  tie  election  of 
directors,  but  they  are  sent  here  solely  for  use  in  that  connection, 
and  they  have  never  been  given  to  the  public  by  the  Department 
It  has  been  felt  that,  if  public  access  to  these  lists  were  per^ 
mitted,  they  might  be  utilized  by  persons  who  had  in  mind  other 
objects  than  those  for  which  the  lists  were  filed  here.  This  would 
not  be  fair  to  the  companies  nor  to  the  individual  policyholders. 
I  must,  therefore,  answer  your  inquiry  as  to  the  possibility  of 
having  these  lists  copied  for  private  use  in  the  negative." 

Inspectors  of  Election  Must  be  Designated  by  Superintendent 

Inspectors  for  the  election  of  directors  of  a  domestic  life  insur^ 
ance  company  should  be  designated  by  the  Superintendent. 
(See  Op.  A.  G.  Dec.  10,  1906.) 

Nominations  of  Directors  Must  be  Filed  with  Superintendeni 

Name  of  candidate  for  director  must  be  filed  with  Superintend- 
ent as  having  been  nominated  for  that  office. 
(See  Op.  A.  G.  May  22,  1908.) 

Effect  of  Section  on  Stockholders 

Section  94  applies  to  stock  companies  in  which  policyholders, 
either  in  whole  or  in  part,  are  given  the  right  to  vote  for  directors, 
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but  does  not  preclude  stockholders  from  voting  upon  their  stock  in 
accordance  with  the  Stock  Corporation  Law ;  a  stockholder  cannot 
also  vote  as  a  policyholder. 

(See  Op.  A.  G.  Dec.  21,  1906.) 

1907  Amendments  Not  Applicable  to  Elections  of  Stock 

Companies 

Chapter  623,  Laws  of  1907,  extending  periods  within  which 
nominations  might  be  made,  does  not  apply  to  the  elections  of  stock 
life  insurance  companies  held  in  1907,  but  such  elections  may  be 
held  in  accordance  with  the  provisions  of  the  section  prior  to 
amendment. 

(See  Op.  A.  G.,  Aug.  30,  1907- ) 

Effect  of  Amendment  of  1907  on  Stock  Vompanies 

All  proceedings  of  stock  insurance  corporations  after  July  19, 
1907,  are  to  be  governed  by  amendment  to  section  94  [chap.  623, 
L.  1907],  in  effect  on  that  day,  so  far  as  the  same  can  be  applied 
without  taking  away  the  right  to  file  nominations  and  hold 
elections. 

(See  Op.  A.  G.,  Sept.  10,  1907.) 

When  Policyholders  May  Not  Participate  in  Election  of  Directors 

The  amendment  to  the  charter  of  the  Equitable  Life  Assurance 
Society  providing  for  the  election  of  twenty-eight  of  its  fifty-two 
directors  by  the  policyholders  of  said  company  and  excluding  the 
stockholders  from  participation  in  such  election  being  illegal  and 
void,  the  policyholders  of  such  company  have  no  right  under  pres- 
ent conditions  to  participate  in  the  election  of  directors. 

(See  Op.  A.  G.,  May  4,  1911.) 

See  also  decision  in  the  case  of  Lord  v.  Equitable  Life  Assurance  Society 
(104  N.  Y.  212),  which  held  that  the  amendment  to  its  charter,  adopted  by 
the  Equitable  Life  Assurance  Society  in  lOOff,  permitting  the  election  of 
twenty-eight  of  the  fifty-two  directors  of  the  society  by  the  policyholders,  was 
illegal  and  void  because  it  excluded  from  the  election  of  such  twenty-eight 
directors  the  votes  of  the  stockholders  who  were  legally  entitled  to  vote  for 
all  of  the  directors  of  the  society  as  a  property  right. 
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Proxy  Only  Covers  Directors  Named  in  Nomination  Certificate 

Extract  from  letter  dated  September  27,  1912,  from  the  Siiperinteiident  to 

L.  M.  Merchant. 

In  reply  to  jour  favor  of  the  26th  inst.  I  beg  to  state  that  as  I 
read  the  nomination  certificate  forwarded  by  you,  in  the  matter 
of  the  Security  Mutual  Life  Insurance  Company  of  Binghamton, 
"N.  Y.y  that  the  three  persons  designated  therein  are  designated 
for  the  particular  purpose  of  receiving  proxies,  which  proxies  are 
to  be  voted  for  in  support  of  the  persons  nominated  for  directors 
in  said  nomination  certificates  and  for  no  other  purpose.  It  does 
not  appear  that  any  one  of  the  three  persons  designated  to  receive 
the  proxies  could  properly  vote  for  anyone  for  director  other 
than  thoee  named  by  the  policyholder  signing  the  nomination 
certificate. 

Proxy  Must  he  Executed  ^Vithin  Three  Months  Prior  to  Election 

Extract  from  letter  dated  October  29,  1912,  from  the  Superintendent  to  the 

Security  Mutual  Life  Insurance  Company. 

"  You  write  as  follows : 

Subdivision  12  of  section  94  of  the  Insurance  Law  provides:  'At  least  three 
months  prior  to  any  such  election,  the  corporation  shall  cause  to  be  mailed 
...  a  serially  numbered  official  ballot  in  a  form  approved  by  the  Super- 
intendent. .  .  .  The  respective  tickets  nominated,  etc.'  Subdivision  10 
provides:  'A  policyholder  desiring  to  vote  by  mail  must  indicate  the  name  of 
the  nominee,  etc.  .  .  .  and  must  sign  the  said  official  ballot  in  his  own 
handwriting,  etc.'  Subdivision  17  provides:  'Such  policyholder  must  enclose 
the  official  ballot  so  marked  in  such  return  envelope  or  in  a  similarly  inscribed 
envelope,'  etc. 

Subdivision  18  provides:  'Any  policyholder  may  vote  by  proxy.  ...  A 
proxy  shall  not  be  valid  unless  executed  within  three  months  prior  to  the  elec- 
tion, etc.  Under  the  foregoing  provisions  of  the  statute,  it  would  appear  that 
the  time  of  mailing  by  the  company  to  the  policyholders  of  the  official  ballot 
18  not  specified,  except  that  it  must  be  "  at  least  three  months  prior  to  such 
election."  The  next  election  of  this  company  occurs  on  the  4th  day  of  Feb- 
ruary, 1913,  so  that  according  to  our  understanding  of  the  law,  and  as  we  are 
advised  by  counsel,  such  official  ballots  may  be  mailed  at  any  time  between 
now  and  not  later  than  November  4,  1012,  As  the  statute  is  entirely  silent, 
the  policyholder  would  seem  to  have  a  right  to  vote  the  official  ballot  by  mail 
at  any  time  after  he  receives  the  same.  A  proxy,  however,  to  be  valid,  must 
be  executed  on  or  after  November  6,  1912,  in  order  to  be  voted  at  the  approach- 
ing election.    If  our  understanding  of  the  law  is  not  correct,  please  advise.' 

My  understanding  of  the  above-quoted  provisions  of  subdivision 
18  agrees  with  yours." 
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Vacancies  in  Administration  Ticket;  How  Filled 

£xtrAct  from  letter  dated  April  15,   1913,   from   the  Superintendent   to  the 

Manhattan  Life  Insurance  Company. 

"  Your  favor  of  the  12th  inst.,  relating  to  the  filling  of  certain 
vacancies  in  yoxir  Board  of  Directors  has  heen  received.  You 
state: 

'  Two  of  the  nominees  whose  names  are  on  the  administration  ticket  (filed 
with  the  Department  in  accordance  with  the  law)  resigned  as  directors  within 
five  months  prior  to  the  approaching  election.  They  have  both  stated  that  if 
elected  in  May  they  will  not  serve  and  will  write  a  letter  to  that  effect,  if  de- 
sired. Their  names  being  still  on  the  administration  ticket  filed  with  you,  it 
would  seem  that  there  is  no  other  course  but  to  leave  their  names  on  /the 
ticket.' 

From  this  statement  it  would  appear  that  two  of  the  nomina- 
tions for  your  administration  ticket  have  been  voided  within  five 
months  prior  to  the  approaching  election  by  the  declination  of  the 
nominees  to  act  as  directors.  This  being  so,  I  am  of  the  opinion 
that  the  vacancies  so  caused  may  be  filled  by  action  of  the  directr 
ors  elected  at  the  election  in  question.  I  would  suggest  that  this 
action  be  later  ratified  by  the  entire  board." 

Section  96  —  Limitation  of  New  Business 

Section  96  refers  to  limitation  of  new  business  by  domestic 
life  insurance  companies  only. 

(Ins.  Dept.  rulings,  Dec.  5,  1906.    Section  since  amended.) 

Meaning  of  "  Issued "  as  Used  in  This  Section 

Extract   from    letter   dated  July   23,   1909,   from   the   Superintendent   to  th* 

New  York  Life  Insurance  Company. 

"  The  Department  understands  that  the  meaning  of  the  word 
*  issue '  in  section  96  is  that  only  policies  which  have  actually 
been  paid  for  and  of  which  the  company  writing  them  has  re- 
ceived advices,  so  as  to  make  proper  entries  on  its  books  on  or 
before  December  31st  in  any  given  year,  should  be  considered  in 
estimatfng  the  gross  amount  of  new  business  '  issued  *  in  that 
year;  that  is,  always  granting  that  such  company  has,  in  good 
faith,  used  all  reasonable  diligence  to  secure  such  advices  and 
make  suA  entries." 
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Annuity  Contracts  of  Any  Form  Not  Within  Provisions  of  Section 

Extract  from  letter  dated  August  2,  1909,  from  the  Superintendent  to  the 

New  York  life  Insurance  Company. 

"  I  would  advise  you  that  in  my  opinion  annuity  contracts, 
whether  they  are  survivorship  annuities  or  not,  do  not  come  within 
the  provisions  of  sections  96  and  97  of  the  Insurance  Law,  except 
as  to  the  provisions  of  the  latter  section  relating  to  expenses  other 
than  investment  expenses." 

The  Words  "  Policies  of  Reinsurance  "  in  Section  96  Cover  Cases 
of  Assumption  by  One  Company  of  the  Policies  of  Another 

Extr&ct  from  letter  dated  November  9,  1911,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

"Answering  your  letter  of  November  6th,  I  note  that  you  ask 
whether,  in  my  opinion,  the  words  '  policies  of  re-insurance '  in 
section  96,  among  the  policies  which  shall  not  be  counted  in  de- 
termining the  amount  of  new  business  issued,  cover  the  case  of 
the  assumption  by  one  company  of  the  policies  of  another  com- 
pany.    This  I  answer  unquestionably  yes. 

These  words  were  inserted  at  the  instance  of  the  Department  so 
that  companies  which  were  approaching,  or  were  likely  to  ap- 
proach, the  limit  on  new  business  set  by  section  96  would  still 
be  in  the  market,  so  far  as  this  Department  was  concerned,  in 
case  it  was  liquidating  a  company  and  desired  to  reinsure  the 
latter's  business.  It  was  thought  that  if  the  company  to  which 
application  was  made  should  be  so  prosperous  as  to  be  near  the 
limit,  it  would  hesitate  to  make  a  reinsurance  desired  by  the  De- 
partment and  thereby  deprive  its  field  force  of  proper  oppor- 
tunity to  write  its  full  quota  of  new  business." 

Method  of  Determining  Amount  of  New  Insurance  to  he  Issued 

Extract  from  letter  dated  December  17,  1913,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

"  Your  favor  of  the  15th  iuBt.,  in  re  section  96,  limitation  of 
new  business,  has  been  received.  Section  96  of  the  Insurance 
Law  provides  that  in  determining  the  amount  of  new  insurance 
iaeued: 
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'  Policies  of  reinsurance  and  industrial  policies  issued  upon  the  weekly 
premium  plan  .  .  .  shall  be  excluded  and  there  shall  be  included  only  that 
insurance  upon  which  the  first  premium  or  installment  thereof  has  actually 
been  received.' 

To  the  amount  of  insurance  so  determined  as  issued  in  1913 
is  to  be  added  the  percentage  of  increase  found  as  provided  by 
the  statute,  and  from  the  total  of  these  amounts  is  to  be  deducted 
the  excess  issued  over  the  normal  limitation  for  1913,  this  giving 
the  net  amount  of  new  insurance  to  be  issued  in  1914. 

This  would  appear  to  be  in  agreement  with  your  construction 
of  the  statute." 

Limitations   of  Section  96   Apply   to   Foreign  Life   Insurance 

Corporations 

Extract  from  letter  dated   October  3,   1912,   from  the  Superintendent  to  the 

Northwestern  Mutual  Life  Insurance  Company. 

"  Section  96  of  the  Insurance  Law  which  limits  the  amount  of 
new  business  which  may  be  written  by  a  domestic  life  insurance 
corporation  applies  to  the  issues  '  in  the  aggregate.'  The  limita- 
tions of  this  section  apply  to  foreign  life  insurance  corporations 
doing  business  in  this  state." 

Section  97  —  Limitation  of  Expenses 

SUB.  1.    APPLICATION  OF  SECTION 

Section  97  Not  Operative  Until  January  1,  1907. 

Extract  from  letter  dated  June  4,  1906,  from  the  Superintendent  to  the  North 

American  Life  Insurance  Company. 

"  *  *  *  The  provisions  of  this  section  in  limiting  expenses 
of  management  do  not  become  operative  either  against  domestic 
or  foreign  life  insurance  companies  until  January  1,  1907." 

New  Provisions  of  Law  Do  Not  Affect  Contracts  Previously 

Entered  Into 

Extract  from  letter  dated  August  16,  1906,  from  the  Superintendent  to  The 

Western  Underwriter. 

"  The  Attorney-General  has  taken  the  general  position  that  the 
new  provisions  of  the  Insurance  Law  would  not  and  could  not 
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affect  contracts  previously  lawfully  entered  into  and  as  to  which 
there  was  no  power  of  alteration  or  revocation  reserved,  at  any 
rate." 

Nylic  Contract  Not  Affected  by  Amendment  of  1906  and  Should 
he  Classified  as  a  General  Expense  of  Company 

Elxtract  from   letter  dated   February    12,   1907,  from  the   Superintendent   to 

Mr.  W.  L.  Guffin. 

"  Your  favor  of  the  4th  inst.,  in  re  Nylic  agents  of  the  New 
York  Life  Insurance  Co.,  has  been  received.  From  an  opinion 
of  the  Attorney-General  bearing  date  December  28,  1906, 1  quote 
the  following: 

'  First.  The  legal  relation  created  between  the  company  and  the  soliciting 
agent  by  membership  in  "  Nylic  for  Agents/'  is  contractual. 

Prior  to  the  insurance  legislation  of  1006,  there  was  no  legal  obstacle  in 
the  way  of  a  life  insurance  company  of  this  State  making  the  arrangement 
with  agents  embodied  in  membership  of  "Nylic  for  Agents." 

*  Third.  The  "  Nylic "  contract,  above  referred  to,  made  prior  to  April  27, 
1906,  is  not  subject  to  the  provision  of  the  law  of  1906,  prohibiting  "All 
bonuses,  prizes  and  rewards,  and  all  increased  or  additional  commissions  or 
compensation  of  any  sort  based  upon  the  volume  of  any  new  or  renewed 
business  or  the  aggregate  of  policies  written  or  paid  for." 

'Fourth.  The  "Nylic"  arrangement  and  the  legal  relation,  above  referred 
to,  being  contractual  and  valid  prior  to  April  27,  1906,  the  insurance  statute 
passed  on  that  day  does  not  interfere  with  the  "Nylic"  contract  with  agents 
then  members  of  "Nylic." 

'  Fifth.  In  classifying  the  expenses  of  the  company's  business,  this  "  Nylic  " 
expense  should  be  classified  as  a  general  expense  of  the  company. 

'  Sixth.  Under  the  provisions  of  the  Insurance  Law,  as  amended  in  1906. 
and  particularly  the  limitations  and  prohibitions  of  sections  97  and  98,  the 
plan  and  agreements  or  contracts  of  "Nylic"  for  agents  cannot  be  continued 
for  agents  employed  after  such  amendments  took  effect  and  any  "  Nylic  ' 
contracts  made  after  the  taking  effect  of  the  amended  statute  are  contrary 
thereto  and  illegal  and  void.' 

See  the  case  of  Boswell  v.  Security  Mutual  Life  Insurance 
Co.,  193  N".  Y.,  p.  465,  in  which  the  court  said  (page  473) : 

*  We  are  of  opinion  that  section  97  of  the  Insurance  Law  should  not  be 
construed  as  retroactive  and,  therefore,  it  does  not  apply  to  the  contract 
before  us.  If  construed  otherwise  it  would  contravene  the  provision  of  the 
Federal  Constitution  fhat  no  State  shall  pass  any  law  impairing  the  obliga- 
tion of  contracts."* 
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Section  Has  no  Application  to  New  Business  Secured    Under 
Contracts  Entered  into  Before  the  Passage  of  the  Law 

Elxtract  from  letter  dated  June  10,  1909,  from  the  Attorney-General   to   the 

Superintendent  of  Insurance. 

"  *  *  *  Yon  call  my  attention  to  two  opinions  rendered  by 
my  predecessor  under  dates  of  January  27,  1908,  and  December 
28j  1908,  and  ask  the  following  questions: 

'  First.  In  the  case  of  an  agent's  eontr&ot  made  before  the  enactment  of 
section  97,  providing  a  rate  of  compensation  for  first  year  business  greater 
than  that  permitted  by  section  97,  as  in  the  ease  of  Boswell,  what  dispoeition 
should  be  made  of  the  amount  paid  to  sueh  agent  in  ezeess  of  the  amount  per- 
mitted by  section  97  T 

Second.  Should  a  life  insurance  corporation,  which  has  outstanding  agency 
contracts  of  the  character  above  mentioned,  be  held  to  the  limitations  pre- 
scribed in  section  97  as  to  expenses  for  new  business  acquired  through  such 
agencies  T 

Third.  Should  the  limitations  prescribed  in  section  97  as  to  expenses  for 
new  business,  be  applied  to  each  individual  agent;  to  the  aggregate  expenses 
of  all  agencies;  or  only  to  such  agents  as  hold  oontracts  made  in  accordanoe 
with  the  provisions  of  section  97  T 

Fourth.  What  provision,  if  any,  should  be  made  in  Schedule  Q  under  the 
head  of  Mortality  gains  (by  Select-and-Ultimate  method)  for  business  ac- 
quired through  an  agent  holding  a  contract  of  the  character  above  mentioned? ' 

*  *  *  I  therefore  advise  you  to  disregard  the  opinion  of 
the  deputy  Attorney-General  dated  December  28,  1908,  and  to 
be  guided  as  to  the  proper  interpretation  of  this  law  by  the  opinion 
of  January  27,  1908,  setting  forth  the  decision  of  the  Appellate 
Division  in  this  case.  (Boswell  v.  Security  Mutual  Life  Insur- 
ance Co.,  119  App.  Div.  723.) 

I  also  advise  you  that  under  the  decision  of  the  Court  of 
Appeals  (193  N.  Y.  465),  this  section  is  to  have  no  effect  what- 
ever upon  contracts  with  agents  entered  into  before  its  passage. 

The  answers  to  your  four  questions  follow  logically  and  clearly 
from  these  two  principles: 

First.  The  amount  paid  to  each  agent  in  excess  of  the  amount 
which  would  be  permitted  by  section  97  will  be  carried  simply  as 
a  general  expense  of  the  company  if  he  procured  business  under 
a  contract  which  antedated  the  enactment  of  this  section. 

Second.  The  corporation  is  not  held  to  the  limitations  pre- 
scribed in  this  section  as  to  expenses  for  new  business  acquired 
through  agents  acting  under  such  contracts^ 
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Third.  The  limitations  prescribed  in  section  97  should  be 
applied  to  each  individual  agent  acting  under  contracts  which  are 
Bubject  to  this  section. 

Fourth.  The  *  Mortality  gains  (by  Select  and  Ultimate 
method)  '  reported  in  schedule  Q  of  the  annual  report,  need  not 
include  such  gains  acquired  through  an  agent  holding  a  contract 
not  subject  to  section  97,  because  they  have  no  effect  one  way  or 
another  upon  the  amount  which  the  company  can  expend  for  new 
business. 

In  considering  this  question,  it  should  be  borne  in  mind  that 
every  contract  which  antedates  the  enactment  of  this  section  is  not 
excluded  from  its  limitations.  Only  those  contracts  so  entered 
into  which  have  a  definite  period  to  run  which  has  not  yet  ex- 
pired are  so  exempt." 

(See  Op.  A.  G.,  June  10,  1909.) 

The  Language  "  On  Us  Behalf "  Prohibits  Payment  by  Any 
Person  on  Behalf  of  Company  for  Forbidden  Purposes 

Extract  from  letter  dated  August  22,  1907,  from  the  Superintendent  to 

Mr.  Miles  M.  Dawson. 

"  Eeplying  to  your  inquiry  dated  the  22d  inst.,  with  reference 
to  rulings  of  the  Insurance  Department  by  letters  dated  August  19 
and  20,  respectively,  under  section  97  of  the  Insurance  Law  limit- 
ing expenses  of  life  insurance  corporations,  and  in  response  to 
your  request  for  an  opinion  interpreting  the  language  '  on  its  be- 
half '  wherever  found  in  said  section,  I  beg  to  advise  you  that  this 
Department  construes  the  entire  section  in  accordance  with  its 
spirit  and  purpose  to  limit  the  amount  which  may  be  paid  by  life 
insurance  corporations  for  compensation  and  expenses  as  therein 
defined  and  in  doing  so  give  force  and  effect  to  its  entire  phrase- 
ology. The  specific  words  *  on  its  behalf  *  appear  in  connection 
with  provisions  prohibiting  payments  by  a  company  for  new  busi- 
ness, for  expenses  in  any  year,  for  applications  for  insurance  or 
collection  of  premiums  without  determination  of  amount  in  ad- 
vance and  for  advances  to  solicitors  of  insurance  without  ade- 
quate collateral  security.  They  unmistakably  are  intended  to  pre- 
vent expenditures  or  advances  by  any  person,  firm  or  corporation 
on  behalf  of  a  life  insurance  company  for  the  forbidden  purposes, 
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without  regard  to  ownership  of  the  funds  or  of  methods  employed, 
and  include  the  incurring  of  any  liability." 

Mutual  Life   Company  May  Not   Oive  Subscription    to    Atdir 

Tuberculosis  League 

iiJxtract  from  letter  dated  October  IS,  1911,  from  the  Superintendent  to  the 

Mutual  Life  Insurance  Company  of  New  York. 

"  Your  favor  of  the  10th  inst.  with  enclosures  relating  to  the 
appeal  of  the  Louisiana  Anti-Tuberculosis  League,  was  received 
by  due  course  of  mail;  absence  from  the  city  has  prevented  an 
earlier  reply. 

I  need  hardly  state  to  you  that  I  am  heartily  in  favor  of  any 
and  all  plans  to  improve  sanitary  conditions,  and  appreciate  the 
benefits  that  will  flow  from  such  enterprises  as  that  of  the  league ; 
however,  as  the  law  of  New  York  now  stands,  I  am  imable  to 
give  my  approval  to  the  giving  by  your  mutual  company  of  a 
subscription  to  such  league." 

SUB.    2.      FIRST    YEAR'S    EXPENSES,    LOADING    AND    MORTALITY 

SAVINGS 

Computations  for  Expenses  are  to  be  Made  by  Calendar  Years  and 
Should  Not  Include  Fractional  Payments  Made  on  Issue  of 
Previous  Year  but  Issues  of  the  Year  in  Question,  to  be  Re- 
ceived the  Following  Year 

Extract  from  letter  dated  June  29,  1906,  from  Metropolitan  life  Insurance 

Company  to  the  Superintendent  of  Inarurance. 
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The  Metropolitan  Life  Insurance  Company  writes  a  large  number  of 
policies  through  its  ordinary  department,  where  premiums  are  payable  quar- 
terly or  semi-annually.  It  follows,  therefore,  that  on  all  policies  issued  in 
April.  May  or  June,  1906,  on  a  quarterly  basis  and  continued  in  force,  the 
last  quarter  of  the  first  year's  premium  will  be  due  in  January,  February 
and  March,  1907.  Similarly,  those  policies  issued  in  July,  August  and  Sep- 
tember will  have  two  quarters  of  the  first  year's  premiums  fallinsr  due  in 
1907  and  those  policies  issued  in  October,  November  or  December,  1906,  will 
have  three  quarters  of  the  first  year's  premium  falline  due  in  1907. 

Ajjents'  commissions  are  not  due  or  payable  until  the  premiums  on  which 
the  commissions  are  based  are  paid;  so  that  the  agents'  commissions  on  first 
year's  premiums  paid  in  1907  on  policies  issued  in  1906  would  constitute  a 
pjnt  of  the  expenses  on  first  year's  business  and  the  question  arises  under 
section  97  of  the  Insurance  Law: 

First,  whether  the  company  will  be  permitted  under  the  provisions  of  that 
■ect'on  to  take  credit  for  the  loadings  and  margins  therein  provided  on  such 
first  year's  premiums  received  in  1907  on  the  business  issued  in  1906,  and, 


§97  EXTSAOTS    FBOM   RuLINGS   AND    OPINIONS  211 

Second,  whether  that  section  of  the  law  conitemplates  the  computation  of 
debite  and  credits  on  the  buAineas  actually  issued  in  the  year  1907.  If  it  does 
contemplate  such  a  computation,  then  does  it  follow  that  in  calculating  the 
firat  year's  premiums  received  in  the  year  1907  on  the  business  issued  in 
that  year  the  company  is  to  exclude  all  the  first  year's  premiums  received  on 
the  issue  of  the  year  1006  and  also  the  corresponding  expenses  which  the 
eompaDy  paid  on  account  of  such  premiums. 

The  Superintendent  replied  to  the  above  on  the  9th  July,  as 
follows : 

*  Computations  for  expense  are  to  be  made  by  calendar  years. 
They  should  not  include  fractional  payments  made  on  issues  of 
the  previous  year,  but  should  include  fractional  payments  on  ac- 
count of  issues  of  the  year  in  question,  to  be  received  in  the  fol- 
lowing year.'  '* 

Where  Applications  and  Medical  Examinations  are  Made  Before 
January  1,  1907,  Premiums  Paid  After  That  Date  Enter  into 
the  Computation 

ESxtract  from  letter  dated  Novemher  23,  1006,  from  the  Superintendent  to 

Connecticut  General  Life  Insurance  Company. 

"  Where  applications  and  medical  examinations  are  made  be- 
fore  January  1,  1907,  but  first  premiums  are  not  paid  until  after 
that  date,  the  policies  must  be  on  the  standard  forms  and  the 
premiums  enter  into  the  computation." 

Company  Must  Report  as  Its  True  Cost  of  New  Business  Sums 
Paid  Under  Each  Head,  also  Additional  Sums  Paid  by  Its 
Agents  to  Sub-Agents  or  Otherwise  Over  and  Above  What  the 
Company  Has  Paid  or  is  to  Pay 

Extract  from  letter  dated  October  28,  1907,  from  Superintendent  to  Mr.  Miles 

M.  Dawson. 

"Your  favor  of  the  24th  inst,  referring  to  my  letter  to  the 
Metropolitan  Life  Ins.  Co.  dated  July  9,  1906,  has  been  received. 

Relating  to  the  ruling  contained  in  the  letter  referred  to,  you 
write  as  follows: 

'As  I  understand  your  ruling,  it  is  to  the  effect  that  the  amounts  to  be 
allowed  under  the  limitation  of  first  year's  expenses  are:  First,  the  loadings 
on  new  premiums  received  during  the  year  for  business  issued  during  the  year ; 
and  second,  the  loading  on  deferred  and  uncollected  premiums,  not  yet  re- 
ceiTcd,  for  the  new  business  issued  during  the  year  and  the  Select  and  Ulti- 
mate margin  for  all  policies  issued  during  the  year,  computed  as  follows, 
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▼iz.:     (a)  The  full  margin  upon  all  policies  atill  in  force  and  a  preportkmate 

part  of  the  margin  for  all  policies  issued  and  upon  which  an  installment  was 
received  but  which  have  lapsed,  these  constituting  the  entire  provisiona  ac^ 
cording  to  the  statute  and  that  on  the  other  side  there  should  be  charged  all 
sums  expended  by  the  company  or  for  which  it  has  become  liable  und^  the 
following  heads,  viz.: 

First.  Commissions  on  first  year's  premiums  on  policies  issued  within  the 
year,  including  commissions  to  be  paid  upon  the  deferred  and  uncollected 
first  year's  premiums  on  the  same. 

Second.  For  compensation  not  paid  in  commissions  for  serricea  in  obtaining 
new  insurance,  exclusive  of  salaries  paid  in  good  faith  for  agency  super- 
vision either  at  the  home  office  or  at  branch  offices. 

Third.  For  medical  examinations  and  inspections  of  proposed  riska,    and. 

Fourth.  For  advances  to  agents  and  also  all  sums  expended  by  or  lor  which 
any  person,  firm  or  corporation  on  behalf  of  the  company  or  imder  any 
agreement  with  the  company,  has  become  liable,  for  the  same  purposes,  in- 
cluding the  first  year's  commissions  or  other  compensation  or  advances  to 
such  agent,  because  of  new  business  secured  by  himself  personally,  in  eiLoeaa 
of  the  sums  payable  to  the  agent  under  his  contract  with  his  company. 

I  take  it  that  the  idea  is,  according  to  your  construction  of  the  law  as 
aforesaid,  that  the  company  must  report  as  its  true  cost  of  new  business, 
first,  the  sums  paid  or  to  be  paid  by  it  on  account  of  the  new  baainesft 
under  each  of  these  heads  and  also  any  additional  sums  paid  or  to  be  paid  by 
its  agents  to  sub-agents  or  otherwise  over  and  above  what  the  company  has 
paid  or  is  to  pay,  which  sums  are  plainly  intended  by  the  statute  to  be  in- 
cluded as  a  part  of  the  cost  of  new  business  to  be  limited,  as  stated.' 

Your  understanding  of  the  ruling  and  the  conclusion  you 
deduce  therefrom  are  entirely  correct" 

Deferred  Dividend  Policies  Issued  in  1907,  hvi  Applied  for  and 
Premium  Paid  in  190*6,  Not  to  be  Included  in  Computation 

Extract  from  letter  dated  September   14,  1906,  from  the   Superintendsnt    to 

The  Manhattan  Life  Insurance  Company. 

"  Where  applications  and  medical  examinations  are  made,  and 
binding  receipts  are  given  on  payment  of  the  premiums  on  or 
before  December  31,  1906,  the  company  may  write  the  policies  on 
deferred  dividend  plans.  In  such  cases  the  premiums  and  the 
commissions  thereon  should  be  eliminated  from  the  computations 
provided  for  in  section  97  of  the  Insurance  Law. 

Whore  the  policies  are  applied  for  in  1906,  but  not  iE»ued  or 
delivered,  nor  premiums  thereon  paid  until  (on  or)  after  January 
1,  1907,  they  must  be  written  on  the  forms  prescribed  in  or  pro- 
vided for  in  section  101  of  the  Insurance  Law.    In  auch  cases  the 
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premiuniB  and  the  commissions  thereon  would  enter  into  the  com- 
putations provided  for  in  section  97." 

LifniiktUan  on  Margins  for  Expenses  on  Term  Policies 

Extract  from  letter  dated  October  29,  1906,  from  the  Superintendent  to  Home 

life  Insurance  Company. 

"  Your  favor  of  the  23d  inst.,  relating  to  limitation  of  expenses 
under  section  97  of  the  Insurance  Law,  especially  in  connection 
with  short  term  insurances,  was  received  in  due  course. 

Your  proposal  *to  restrict  expense  to  a  maximum  value 
at  any  age  of  the  office  premium  less  one-half  of  the  net  single 
premium  for  one  year's  term  insurance  on  the  basis  of  American 
3V2  per  cent.,  whict  assumes  the  mortality  in  the  first  year  of 
insurance  as  60  per  cent,  of  the  tabular  rate  in  accordance  with 
section  84  of  the  new  law,'  has  my  approval.'* 

Date  of  Changed  Policy  Controlling  Factor  in  Regard  to  Sub- 
jecting Term  Policy  to  Limitaiian  of  Expenses  Thereon 

Extract  from  letter,  dated  Mareh  6,  1907,  from  the  Superintendent  to  Home 

Ldfe  Insurance  Company. 

"You  ask: 

*  l>e  you  coii«id«r  that  the  changing  of  a  term  policy  in  accordance  with 
it«  provieiona,  making  the  contract  a  life  or  endowment  one  as  from  a  date 
piior  to  January  1,  1907,  eubjeota  euch  change  and  the  premiums  received 
tliereon  to  the  limitation  of  expenses  as  provided  for  in  section  97  of  the 
Insurance  Laws,  or  can  such  change  (so  far  as  the  compensation  to  the 
agent  is  concerned)  be  treated  in  the  same  way  as  the  compensation  paid 
uponi  deferred  first  year's  premiums  received  during  the  current  year  on 
policies  issued  during  1906  T' 

The  date  of  the  changed  policy  is  the  controlling  factor. 
From  your  statement,  these  policies  would  not  be  subject  to  the 
limitations  of  expenses  for  the  procurement  of  new  business ;  they 
would,  however,  come  within  the  general  limitation  of  expense," 

First  Year's  Expe^nse  Lim/itations  upon  Term  Premiums 

Extract  from  letter  dated  August  19,  1907,  from  the  Superintendent  to 

Mr.   Miles   M.   Dawson. 

"  You  ask  for  a  construction  of  section  97,  and  particularly  of 
the  language  at  the  close  of  the  first  sentence :  '  and  the  present 
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values  of  the  assumed  mortality  gains  for  the  first  five  years  of 
insuraace  on  the  policies  on  which  the  first  premium  or  install- 
ment thereof  has  been  received  during  said  calendar  year,  as 
ascertained  by  the  Select  and  Ultimate  method  of  valuation  as  pro- 
vided in  section  84  of  this  chapter '  and  with  direct  reference  to 
the  amount  which  is  set  free  for  first  year's  expenses  under  this 
provision  in  the  case  of  premiums  on  term  policies. 

I  am  of  the  opinion  that  the  law  permits  only  such  expense 
allowances  as  can  actually  be  realized  under  the  Select  and  Ulti- 
mate method  of  valuation;  in  the  case  referred  to,  not  to  exceed 
the  '  net  annual  premium  on  the  term  policy  less  the  tabular  cost 
of  insurance  by  the  Select  and  Ultimate  Table  up  to  the  next  anni- 
versary of  the  policy.' " 

Loadings  on  Annuity  Contracts  Should  be  Included  in  Calculating 

First  Year  Expenses 

Extract  from  letter  dated  July  26,  1907,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

"After  referring  to  the  limitations  of  the  section  as  to  expensei 
other  than  investment  expenses,  you  write  as  follows: 

*  We  are  uncertain  whether  the  loadings  on  the  various  forms  of  annuity 
contracts  namely:  immediate,  temporary,  surviyorship  or  deferred  are  to 
be  included  in  the  calculation  of  the  amount  of  expense  to  which  we  may  go 
either  on  first  year's  business  or  on  the  total  business  of  the  company.  A 
ruling  on  this  point  will  be  very  greatly  appreciated.' 

In  my  opinion  the  loadings  on  the  various  forms  of  annuity 
contracts  should  be  included  in  the  calculations  referred  to.'' 

Annuity  Contracts  Not  Subject  to  Provisions  of  Sections  96  and 

9Y  Except  as  to  Expenses 

Bztract  from  letter  dated  August  2,  1900,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

"I  would  advise  you  that,  in  my  opinion,  annuity  contracts, 
whether  they  are  survivorship  annuities  or  not,  do  not  come  within 
the  provisions  of  sections  96  and  97  of  the  Insurance  Law,  except 
as  to  the  provisions  of  the  latter  section  relating  to  expenses  other 
than  investment  expenses." 
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WJuU  ConstittUes  an  '*  Installment "  of  Premiums 

£ztraot  from  letter  dated  July  9,  1906|  from  the  Superintendent  to  Metro- 
politan Life  Insurance  Company. 

*^  Where  an  advance  payment  is  made  less  in;  amount  than  a 
quarterly  premium  on  the  policy  applied  for  *  *  *  in  my 
opinion  such  advance  payment  is  an  '  installment '  within  the 
meaning  of  section  97." 

SUB.  3.    SELECT  AND  ULTIBSATE  METHOD  OF  VALUATION 

Estimated  Mortality  Savings  According  to  the  Select  and  Ultimate 

Method  on  Term  Policies 

Extract  from  letter  dated  April   16,   1907,  from  the  Superintendent  to  The 

Union  Central  life  Insurance  Company. 

''As  to  expense  allowance^  the  law  permits  such  as  can  actually 
be  realized  under  the  Select  and  Ultimate  system  of  reserves,  the 
mortality  being  precisely  as  per  the  Select  and  Ultimate  Table ;  in 
no  case  more  than  the  entire  premium  less  the  S.  and  U.  qx,  i.  e., 
than  the  entire  premium  less  V^  of  the  Am.  Ex.  qx." 

Compulations  Relating  to  First  Year's  Expenses  Should  he  Based 
on  the  Am,.  Ex,  Zy^l^  Select  and  TJUimate  Table,  Both  as  to 
Loadings  on  Premiums  and  the  Present  Values  of  Assumed 
Mortality  Oams,  Etc. 

Extract  from  letter  dated  November  6,   1907,  from  Superintendent  to  Home 

Life  Insurance  Company. 

"  You  ask  for  a  ruling  on  the  following  points: 

'  When  a  company  reaeryes  on  the  full  American  3  per  cent,  basis  are  the 
present  values  of  the  assumed  mortality  gains  on  those  policies  to  be  cal- 
culated according  to  the  American  3  per  cent.  Select  and  Ultimate  or  the 
American  8)i  per  cent.  Select  and  Ultimate  Table,  firstly,  for  the  calcula- 
tion of  the  limitation  of  expenses  on  new  business,  secondly,  the  calculation 
of  limitation  of  expenses  on  the  total  business?'    «     •     « 

I  am  of  the  opinion  that  computations  relating  to  first  years' 
expenses  should  be  based  on  the  American  Experience  8^  per 
cent  Select  and  Ultimate  Table,  both  as  to  loadings  on  premiums 
and  the  present  values  of  assumed  mortality  gains ;  and  that  com- 
putations relating  to  expenses  on  total  business  should  be  based 
on  *  actual '  loadings  received  and  the  present  values  of  assumed 
mortality  gains  determined  as  aforesaid." 
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Expense  Allowances  Limited  to  Gains  Realized  by  Select  a/nd 

Ultimate  Method  of  Valuation 

Etactract  from  letter  dated  November  21,  1907,  from  the  Attorney -General  to 

the  Superintendent  of  Insurance. 

"  *  *  *  The  rulings  on  whicB  an  opinion  is  asked,  and  the 
correctness  of  which  is  in  question,  are  as  follows : 

In  a  letter  under  date  of  August  19,  1907,  to  Mr.  M.  M. 
Dawson  you  held : 

*That  the  law  (section  97)  permits  only  such  expense  allowances  as  can 
aetually  be  realized  under  the  Select  and  Ultimate  method  of  valuation:  in 
the  case  referred  to  not  to  exceed  the  net  annual  premium  on  the  term  policy 
less  the  tabular  cost  of  insurance  by  the  Select  and  Ultimate  Table  up  to  the 
next  anniversary  of  the  policy.' 

A  protest  having  been  entered  as  to  this  ruling,  you  wrote  to 
Mr.  Pred.  W.  Jenkins,  General  Counsel  of  the  Security  Mutual 
Life  Insurance  Company,  under  date  of  September  30,  1907,  as 
follows : 

'  It  is  clearly  the  intent  of  the  Legislature  to  so  limit  the  expenses  of  life 
in.<urance  companies  for  the  procurement  of  new  business  that  the  premiums 
on  such  business  would  not  only  carry  the  current  risk  on  the  policy,  but 
would  also  take  care  of  the  four  items  of  expense  set  foKh  in  the  first  sen- 
tence of  section  97  of  the  Insurance  Law.  In  order  that  this  might  be  done 
eoTT!  panics  were  authorized  to  use  the  total  loadings  upon  the  premiums  for  the 
tlrst  year  of  insurance  and  the  present  values  of  the  assumed  mortality  piins 
for  the  first  five  years,  etc.  It  clearly  was  not  the  intent  of  the  Legislature 
in  authorizing  the  use  of  these  loadings  and  present  values  to  make  a  first 
year's  expense  allowance  so  great  that  the  reserves  for  that  year  could  not 
also  be  met  by  its  premiums.' 

The  contention  is  made  that  these  rulings  are  erroneous;  that 
a  proper  construction  of  the  section  in  question  would  permit  the 
insurance  companies  to  use  for  the  items  of  expense  enumerated 
the  full  amount  gained  according  to  the  Select  and  Ultimate 
formula,  regardless  of  reserve  requirements,  and  even  though  this 
computation  apparently  permitted  the  use  of  the  whole  of  the  first 
year's  premiums,  as  in  fact  would  be  the  result  as  to  contracts 
for  short-term  insurance.     *     *     * 

This  section  (97)  permits  the  use  for  the  four  purposes 
therein  enumerated  of  the  loadings  on  the  first  year's  premiums 
and  the  present  value  of  the  assumed  mortality  gains,  as  ascer- 
tained by  '  the  Select  and  Ultimate  method  of  valuation  as  pro- 
vided in  section  84.'      *     *     ♦ 
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• 

The  statute  taken  as  a  whole  requires  the  maiatenanoe  by  all 
insurance  companies  doing  business  in  this  State  of  an  adequate 
reserve  and  permits  the  dissolution  of  all  such  corporations  whose 
reserves  permanently  fall  below  the  required  standard.  The 
courts  have  held  (Boswell  v.  Security  Mutual  Life  Insurance  Co.,* 
119  App.  Div.  723),  that  the  limitations  of  section  97  apply  to 
each  policy  and  each  agent  and  the  same  rule  would  seem  also  to 
require  a  proper  reserve  as  to  each  policy.  It  obviously  was  the 
legislative  intent  to  strictly  limit  the  expenditures  of  insurance 
companies  securing  new  business  and  it  would  do  violence  to  that 
intent  to  hold  that  the  whole  of  the  first  year's  premium  could  be 
used  for  such  expenses,  leaving  nothing  for  the  required  reserves. 
Certainly  this  will  be  the  result  if  the  contentions  of  the  objectors 
to  your  rulings  were  upheld. 

I  am  of  the  opinion  that  the  plain  reading  of  sections  97  and 
84  of  the  Insurance  Law,  having  in  mind  the  context  of  these 
statutes  and  the  definition  of  the  Select  and  Ultimate  method  above 
quoted,  established  the  correctness  of  your  rulings.     ♦     ♦     ♦  " 

(See  Foreign  Valuations,  §  &4:,  sub.  4.) 

(See  Op.  A.  G.,  Nov.  21,  1907;  Jan.  27,  1908,  for  definition 
of  "  Select  and  Ultimate  Method.") 

Select  and  Ultimate  Method  not  to  be  Applied  to  Reinsurance 

Contract 

Policies  issued  under  reinsurance  contract  between  the  Postal 
and  Mutual  Reserve  Companies,  not  regarded  as  new  business  to 
which  Select  and  Ultimate  method  may  be  applied. 

(See  Op.  A.  G.,  July  22,  1909;  Sept  13,  1909.) 

Interpretation  of  the  Langimg^  of  Section  97  of  the  Insurance 

Law  as  Applied  to  Schedule  "  Q  " 

(See  extract  from  an  opinion  of  the  Attorney-General,  dated 
January  27,  1908,  quoted  under  section  103,  sub.  lib.) 

(See  also  extract  from  letter  dated  October  23,  1908,  from  the 
Superintendent  to  Mr.  J.  H.  Woodward,  Auditor  and  Assistant 
Actuary,  New  York  Office  Insurance  Department,  State  of  New 
York,  quoted  under  section  103,  sub.  lib.) 

(See  also  letter  to  the  Travelers  Insurance  Company,  dated 
April  29,  1908,  §  103,  sub.  lib.) 
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Expenses  of  State  Examiners  Not  Limited  by  Section  97 

Extract  from  letter  dated  February  4,  1910,  from  the  Superintendent  to  the 

Postal  life  Insurance  Company. 

**You  ask  to  be  advised  'whether  expenses  of  the  company'B 
examination,  incurred  by  your  examiners  in  1909,  are  chargeable 
in  '  total  expenses '  for  the  Schedule  '  Q '  report,  or  are  r^arded 
as  a  tax  or  State  requirement  not  to  be  included.' 

I  am  of  the  opinion  that  the  expenses  in  question  are  not 
such  as  are  limited  by  the  provisions  of  section  97  of  the  Insuiv 
ance  Law." 

SUB.  4.    AGENTS'  COMMISSIONS 

Traveling  Expenses  of  Soliciting  Agents  Not  Chargeable  Against 

Margin  Allowed  for  First  Year  Business 

Extract  from  letter  dated  August  10,  1906,  from  the  Superintendent  to  The 

Germania  Life  Insurance  Company. 

^'  Traveling  expenses  paid  to  soliciting  agents  are  not  to  be 
charged  against  the  margin  allowed  for  the  expenses  of  first  year's 
business,  but  form  part  of  the  expenses  to  be  taken  out  of  the 
actual  loading  on  the  total  premiums  received." 

Immaterial  Whether  Contracts  be  Made  with  General  Agents  or 
with  Sub-Agents  so  Long  as  Limitations  of  Section  be  Not 
Exceeded 

Extract  from  letter  dated  January  14,  1907,  from  the  Superintendent  to  the 

National  life  Insiu-ance  Company. 

"  It  is  the  intent  of  section  97  of  the  Insurance  Law  to  limit 
the  amounts  that  may  be  paid  by  life  insurance  companies  for 
certain  items  of  expense.  So  long  as  your  Company  keeps  within 
the  limitations  of  the  section  it  is  immaterial  whether  your  con- 
tracts are  made  with  general  agents  or  direct  with  sub-agents." 

Section  Prohibits  Payment  to  a  Soliciting  Agent  of  Any  Sum  of 
Money  in  Excess  of  the  Limitation  Therein  Set  Forth 

Extract  from  letter  dated  August  20,  1907,  from  the  Superintendent  to 

Mr.  Miles  M.  Dawson. 

"  You  ask  for  a  construction  of  that  portion  of  section  97  of 
the  Insurance  Law  which  reads  as  follows: 
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'  No  domestic  life  insurance  corporation  shall  in  any  calendar  year  after 
the  year  nineteen  hundred  and  six  expend  or  become  liable  for  or  permit 
any  person,  firm  or  corporation  to  expend  on  its  behalf  or  under  any  agree- 
ment with  it  (1)  for  commissions  on  first  year's  premiums,  (2)  for  compen- 
sation, not  paid  by  commission,  for  services  in  obtaining  new  insurance  exclu- 
sive of  salaries  paid  in  good  faith  for  agency  supervision  either  at  the  home 
oflice  or  at  branch  offices,  (3)  for  medical  examinations  and  inspections  of 
proposed  risks,  and  (4)  for  advances  to  agents,  an  amount  exceeding  in  the 
aggregate  the  total  loadings  upon  the  premiums  for  the  first  year  of  insurance 
received  in  said  calendar  year  (calculated  on  the  basis  of  the  American 
Experience  Table  of  Mortality  with  interest  at  the  rate  of  three  and  one-half 
per  centum  per  annum),  afid  the  present  values  of  the  assumed  mortality 
gains  for  the  first  five  years  of  insurance  on  the  policies  on  which  the  first 
premium,  or  instalment  thereof,  has  been  received  during  said  calendar  year, 
as  ascertained  by  the  Select  and  Ultimate  method  of  valuation,  as  provided 
in  section  ttghty-four  of  this  chapter.' 

I  am  of  the  opinion  that  this  provision  of  the  law  prohibits 
the  payment  to  a  soliciting  agent  of  any  sum  of  money  in  excess 
of  the  limitation  therein  set  forth." 

Idem 

Elxtract  from  letter  dated  August  28,  1907,  from  the  Superintendent  to  The 

Manhattan  life  Insurance  Company. 

"  I  am  clearly  of  the  opinion  that  any  payment  of  commissions 
on  first  year's  premiums  in  excess  of  the  limitations  of  section 
97  of  the  Insurance  Law,  which  is  made  by  this  representative  of 
your  company  to  a  soliciting  agent,  is  prohibited  by  the  section; 
and  also  that  the  company  is  prohibited  from  permitting  such 
payment  by  its  representative." 

Limitation  Applies  to  Each  Part  of  the  Agency  Force  and 
Successively  to  the  Aggregate  Sum  Permitted  to  be  Expended 
for  New  Business 

Extract  from  letter  dated  September  26,   1907,  from  the  Superintendent  to 

Charles  Jerome  Edwards. 

"  In  construing  provisions  of  section  97  of  the  Insurance  Law 
governing  payments  to  agents  of  life  insurance  companies,  the  De- 
partment holds  that  their  purpose  is  to  prohibit  payments  to  a 
soliciting  agent  in  excess  of  the  limitations  therein  set  forth  and 
that  they  are  applicable  to  payments  made  for  new  business  by 
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agentfl  in  their  own  behalf  with  or  without  the  knowledge  of  the 
companiee  for  which  such  new  business  is  obtained.  The  com- 
pany ultimately  pays  the  cost  incurred,  which  includes  compensa- 
tion for  the  agent  or  there  would  be  no  inducement  for  the  latter 
to  make  advances.  Whether  effective  or  not  in  practice,  the  legis- 
lative intent  was  that  no  life  insurance  corporation  nor  agent 
thereof  should  expend  or  become  liable  for  expenses  in  excess  of 
the  limitation  prescribed. 

The  restrictions  apply  to  expenditures  by  any  individual 
agency,  separately  and  by  itself,  irrespective  of  whether  the  aggre- 
gate expenditures  of  the  company  throughout  all  its  agencies  do 
or  do  not  exceed  the  statutory  limitation.  Such  limitation  applies 
to  each  part  of  the  agency  force  and  successively  to  the  aggre- 
gate sum  permitted  to  be  expended  for  new  business  by  the  several 
agencies  of  the  company  as  a  whole  and  does  not  afford  an  oppor- 
tunity for  defeating  its  declared  purpose  through  a  variety  of  con- 
tracts with  different  agents  upon  the  hopeless  assumption  that  an 
accurate  regulation  could  be  had  thereunder  and  the  total  of  dis- 
bursements restrained.  An  individual  agent  is  prevented  from 
expending  moneys  which  may  increase  the  total  for  new  business 
beyond  the  limitation,  although  such  expenditures  are  made  by 
him  from  his  own  personal  funds,  on  his  own  behalf,  for  his  own 
profit  and  without  agreement  or  expectation  of  specific  reimburse- 
ment by  the  company.  If  the  individual  agent  is  not  held  to  a 
personal  responsibility  the  avenues  for  an  evasion  of  the  law  are 
opened  wide." 

The  Restrictions  Apply  to  Expenditures  hy  Each  Individual  Agent 

Elxtract   from   letter  dated   June   29,    1900,   from   the   Superintendent   to   the 

National   Life   Insurance   (Company. 

"  Your  favor  of  the  25th  inst.  relating  to  the  opinion  of  the 
Attorney-General,  dated  June  10,  1909,  concerning  the  proper 
interpretation  of  section  97  of  the  Insurance  Law,  has  been  re- 
ceived. 

Under  date  of  September  26,  1907,  in  a  lettetr  addressed  to 
Charles  Jerome  Edwards,  Brooklyn,  "N.  Y.,  the  Superin- 
tendent gave  a  ruling  in  regard  to  payments  to  soliciting  agents 
(a  copy  of  this  letter  is  enclosed  herewith).     Overruled  by  the 
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opinion  of  the  Attorney-General  dated  December  28,  1908,  its 
correctness  is  now  confirmed  by  the  Attorney-General's  opinion 
of  the  10th  instant  (copy  enclosed),  and  I  would  advise  you  that 
following  the  advice  contained  in  this  opinion  the  Department 
will  disregard  the  opinion  of  the  deputy  Attorney-General  dated 
December  28,  1908,  and  be  guided  as  to  the  proper  interpretation 
of  the  section  in  question  by  the  opinion  of  January  27,  1908." 

Maximum  Commission  Need  Not  be  Paid  when  Procuring  New 

Business 

Elxtract  from  a  letter  dated  September  28,  1909,  from  the  Superintendent  to 

the  Casualty  Review  Publishing  Company. 

"  Section  97  of  the  Insurance  Law  fixes  a  limit  beyond  which 
a  life  insurance  corporation  may  not  lawfully  go  in  its  expendi- 
tures for  the  purpose  of  procuring  new  business.  There  is,  how- 
ever, nothing  in  the  law  which  requires  such  a  corporation  to  pay 
any  certain  part,  or  the  whole,  of  the  largest  commission  which 
may  be  found  permissible  under  the  section  referred  to." 

Maximum  Amount  of  Commission  Fixed  by  Section  97 

Kxtract  from  letter  dated  April  11,  1911,  from  the  Superintendent  to  The 

California  Timber  k  Development  Company,  Inc. 

"*    *    *     You  State: 

*  Our  company  intends  to  seU  to  the  public  a  participating  bond  or  contract 
upon  timber  lands  upon  the  installment  plan.  We  intend  to  allow  the  pur- 
•huser  of  these  bonds  to  take  out  an  insurance  policy  in  any  first-class  in- 
surance company.  Our  company  proposes  to  pay  the  premium  upon  this 
insurance  for  a  term  of  years.  We  intend  to  take  an  assignment  of  the 
Insurance  policy,  said  assignment  to  be  held  until  the  purchaser  of  our 
bond«  has  paid  ail  his  instalments  as  per  his  contract.  We  then  return  the 
policy  and  cancel  the  assignment  to  the  policy  owner.' 

In  connection  with  this  statement  you  ask  several  questions 
which  I  quote,  following  each  one  with  its  answer : 

'First:  Have  we  the  right  to  pay  for  the  life  insurance  policy  and  give 
it  to  the  said  purchaser  without  cost  to  himt' 

Yes. 

'Second:  Have  we  the  right  to  take  an  assignment  of  the  said  policy  and 
hold  the  same  until  the  full  installments  due  our  company  have  been  paid?' 

Yes. 
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'  Third:  Have  we  the  right  to  make  an  agreement  with  an  insurance  agents 
the  said  agent  being  a  stockholder  of  our  company,  to  give  him  all  the  busi- 
ness we  possibly  can,  we  having  absolutely  no  connection  with  the  insurance 
company,  nor  have  we  any,  and  we  do  not  intend  to  have  any  agreement  for 
any  part  of  the  agents'  commissions? ' 

I  know  of  nothing  to  prevent  your  company  giving  all  its 
patronage  to  one  insurance  company  or  distributing  it  among 
many. 

'  Fourth :  Has  the  agent  of  any  insurance  company  that  we  are  doing  busi- 
ness with,  the  right  to  become  a  director  of  our  company  ? ' 

Yes. 

*  Fifth :  Does  the  law  set  any  stated  amount  as  a  maximum  that  the  in- 
surance companies  can  pay  to  their  agent  as  a  commission,  provided  this 
agent  has  no  other  business  than  the  agency  of  the  insurance  company  ex- 
cepting as  to  questions  three  and  four  as  above  ? ' 

See  copy  of  section  97  of  the  Insurance  Law  enclosed  here- 
with. 

'  Sixth :  Has  our  company  the  right  to  pick  out  any  particular  insurance 
company  without  the  consent  in  advance  of  the  insurer  or  the  purchasers 
of  our  bonds,  or  must  we  consent  to  give  the  right  to  the  purchaser  to  desig- 
nate the  company  he  wants  to  be  insured  in  ? ' 

Your  company  may  or  may  not  prescribe  the  insurance  com- 
pany to  issue  the  policy  or  policies,  as  it  sees  fit." 

Law  Does  Not  Require  Payment  of  Certain  Commissions 

Extract  from  letter  dated  June  21,   1911,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

ct*  *  *  Enclosed  herewith  you  will  please  find  copy  of 
section  97  of  the  Insurance  Law  which  will  advise  you  as  to  the 
limitations  placed  on  the  expenses  of  life  insurance  companies. 
The  law  does  not  require  the  payment  of  certain  commissions,  but 
does  require  that  they  be  not  exceeded." 

Idem 

Extract  from  letter  dated  Alay  28,  1913,  from  the  Superintendent  to  the  Illi- 
nois Life  Insurance  Company. 

"  Section  97  of  the  Insurance  Law  does  not  provide  that  life 
insurance  corporations  must  pay  a  certain  rate  of  commission, 
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new  or  renewal;  it  does  place  certain  limitations  upon  cominis- 
sions  which  may  be  paid  on  new  and  renewal  premiums. 

Commissions  on  Term  Premiums 

m 

ESztract  from  letter  dated  August  28,  1907,  from  the  Superintendent  to  The 

Life  Association  of  America. 

"  In  connection  with  this  matter  I  would  call  your  attention 
to  my  letter  of  the  19th  inst.  addressed  to  Mr.  Miles  M.  Dawson, 
a  copy  of  which  you  will  please  find  inclosed  herewith.  From 
this  you  will  see  that,  in  my  opinion,  70  per  cent,  commissions  on 
term  premiums  cannot  be  paid  without  exceeding  the  limitations 
of  section  97  of  the  Insurance  Law." 

Policy  Issued  m  Accordance  with  Privilege  granted  in  Term 
Policy  May  he  Considered  "  New  Insurance,'^  and  First  Year's 
Comanissions  and  Nine  Renewals  May  he  Paid  Thereon 

Extract  from   letter   dated  June  9,   1008,   from   the   Superintendent   to   The 

Washington  Life  Insurance  Company. 

"  In  your  favor  of  the  6th  inst.  you  write  as  follows : 

'This  company  desires  to  write  a  5-yr.  non-renewable  term  policy  under 
the  standard  policy  form  of  the  State  of  New  York.  If  exchanged  for  an 
ordinary  life,  limited  payment  life  or  endowment  policy  after  the  first  policy 
year  and  within  five  years  from  the  date  of  issue,  in  accordance  with  the 
provision  in  said  standard  policy  form,  what  commissions  can  this  company 
pay  to  tlie  agent  who  effects  the  change  in  question  ? ' 

I  aia  of  the  opinion  that  the  policy  issued  in  accordance  with 
the  provision  in  said  standard  (term)  policy  form  may  be  con- 
sidered ^  new  insurance '  and  that  on  it  you  can  pay  a  regular 
first  year  commission  and  allow  nine  renewals." 

In  re  Commissions  to  Agents  on  Exchange  of  Term  Policies  for 
Participating  Life  or  Endowment  Insurance 

Extract  from  letter  dated  Dec.   9,    1911,  from   the   Superintendent   to   the 

Home  Life  Insurance  Company,  New  York. 

"  *     *     *     You  state  that  : 

'Prior  to  the  passage  of  the  laws  restricting  commissions  to  agents,  we 
issued  many  policies  of  term  insurance  which  contained  a  privilege  to  con- 
vert from  date  of  issue  into  any  form  of  life  or  endowment  policy  then  being 
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issued  by  the  company.    This  privilege  was  guaranteed  by  the  policy  eontraei 
in  the  following  terms: 

Exchange. —  *  Upon  written  application  by  the  insured  with  the  legal  sur- 
render of  this  policy  upon  any  anniversary  of  the  date  of  its  premium  pay- 
ment while  in  full  force,  the  company  will  issue  in  lieu  thereof  without 
medical  re-examination,  either: 

'  (a)  a  policy  for  a  like  amount  upon  any  plan  of  participating  life  or 
endowment  insurance  then  issued  by  the  company  on  payment  of  the  regular 
premium  at  the  attained  age  of  the  insured;  or, 

'(b)  a  policy  for  a  like  amount  at  the  same  age  and  date  of  issue  as  thiB 
policy,  upon  any  plan  of  participating  life  or  endowment  insurance  now  issued 
by  the  company,  on  payment  with  interest  of  the  difference  in  premium  under 
this  policy,  and  that  required  under  the  new  policy.' 

Under  the  foregoing  clause  (a),  if  a  policy  be  changed  to  any  form  we  note 
issue  at  attained  age,  we  would  understand  that  the  commissions  to  agents 
must  be  those  for  which  the  premium  on  the  new  policy  provides,  th«.t  is, 
commissions  coming  within  the  limitations  of  the  current  New  York  laws, 
and  with  this  view  our  agents  seem  to  concur. 

But  in  some  few  instances  an  agent  collects  the  difference  between  the  pre- 
mium rates  from  the  commencement  as  authorized  in  (b)  above;  and,  on 
application  by  the  insured,  we  are  in  such  circumstances  bound  to  issue  a 
policy  for  a  like  amount  dated  back  to  the  time  when  the  original  term  policy 
was  issued  at  the  rates  of  premium  which  were  then  in  use. 
*  We  have  had  some  difficulty  in  determining  the  rate  of  commission  we 
can  legally  allow  the  agent  on  such  an  exchange  and  have  heretofore  limited 
the  amount  to  the  sum  permissible  under  the  new  laws.  Several  agents  claim 
they  are  entitled  to  tlie  rate  of  commission  they  would  have  received  prior  to 
January  1,  1907,  on  the  ground  that  the  only  difference  is  that  part  of  the 
first  premium  was  paid  prior  to  1907  and  the  other  part  in  1911.  The  ques- 
tion is  only  important  as  a  matter  of  principle  as  the  number  of  such  changes 
is  necessarily  small;  and  we  feel  that  the  agents  have  some  good  grounds  for 
their  claim,  since  the  change  is  made  in  accordance  with  the  original  policy 
contract  and  was  doubtless  contemplated  at  the  time  the  term  policy  was 
written. 

We  shall  be  glad  to  know  whether  your  Department  would  view  the  pay- 
ment of  commissions  in  such  cases  as  a  question  which  comes  under  the  old 
contract  with  the  agent,  and  which  is  not  affected  by  the  laws  of  1906,  limit- 
ing commissions  on  future  new  issues.  Further,  we  should  like  to  know 
whether  any  proportion  of  the  **  mortality  gains  '*  under  the  Select  and 
Ultimate  form  of  valuation  can  be  used  in  Schedule  Q  as  an  offset  against 
such  expense;  or  whether  such  caJiea  should  he  €xcluded  altogether  from  both 
the  credits  and  expenses  applicable  to  first  year's  business,* 

I  am  of  the  opinion  that  for  exchanges  made  nnder  the  fore- 
going clause  (a),  *  the  commissions  to  agents  must  be  those  for 
which  the  premium  on  the  new  policy  provides,  that  is,  com- 
missions coming  within  the  limitations  of  the  current  New  York 
Laws;'  and  that  for  exchanges  made  under  the  foregoing  clause 
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(b),  you  can  pay  the  difference  in  the  commission  and  renewals 
from  the  date  of  the  original  policy  as  per  contract  and  within  the 
limitation  of  the  law  and  ^  such  cases  should  be  excluded  al- 
together from  both  the  credits  and  expenses  applicable  to  first 
yearns  business.' " 

Commission    on    Life    Certificates    Sold    in    Connection    ivith 

Accident  Policies 

Ebctract   from   letter  dated  July  29,    1908,  from   the  Superintendent  to  the 

iEtna  life  Insurance  Ck)mpany. 

"You  ask: 

*  Will  yofu  kindly  adTiae  whether  the  iflsue  of  these  certificates  and  the 
oonAinuation  of  the  contract  in  subsequent  years  by  the  use  of  ordinary  re- 
newal receipts,  with  the  payment  of  the  same  commissions  which  we  allow 
to  our  different  agents  according  to  their  accident  contracts,  will  be  per- 
mitted in  New  York  State  under,  the  Laws  existing  there  for  the  transaction 
of  business  of  life  insurance  T  ' 

To  this  my  answer  is  in  the  affirmative,  assuming  that  the 
expenditures  on  account  of  new  business  do  not  exceed  the  limita- 
tions set  forth  in  section  97  of  the  Insurance  Law  of  this  State." 

Issuing     Insurance     Policies     Through     Mail     Order     Houses 

Prohibited 

Extract  from  letter  dated  February  19,  1909,  from  the  Superintendent  to  the 

Mutual  Benefit  Life  Insurance  Company. 

"  Your  favor  of  the  9th  inst.  relating  to  a  proposed  scheme  of 
issuing  insurance  policies  through  a  mail  order  house^  was  re- 
ceived by  due  course  of  mail. 

The  scheme  as  stated  by  you  is  decidedly  objectionable  as  it 
injects  speculation  into  the  business  of  selling  life  insurance  and 
would  subject  many  local  agents  of  your  company  to  unfair  com- 
petition. Further,  in  my  opinion,  it  would  be  a  violation  of  the 
limitations  of  section  97  of  the  Insurance  Law  of  this  State." 

8 
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SUB.  5.    COMPENSATION  OF  AGENT  MUST  BE  DETESMINSD  IN 

ADVANCE 

Agent  Employed  on  Commission  not  Entitled  to  Other 

Compensation 

Extract  from  letter  dated  November  14,   1907,  from  the  Superintendent  to 

Home  life  Insurance  Oompany. 

"You  state  that: 

*  We  have  for  many  years  had  great  difficulty  in  securing  a  proper  amount 
of  business  from  the  New  England  territory  and  it  has  been  suggested  that 
that  territory  could  be  best  developed  by  the  appointment  of  a  salaried  agency 
supervisor  who  should  devote  his  energy  to  the  development  of  that  territory 
and  have  no  commission  interest  whatever  in  the  business  under  his  super- 
vision.   •     •    • 

In  this  particular  instance,  it  seems  that  the  most  desirable  and  economical 
arrangement  which  could  be  made  would  be  to  turn  the  supervision  of  that 
territory  under  the  above  arrangement  over  to  a  man  who  already  represents 
us  in  the  Greater  New  York  department  under  a  commission  contract.  The 
arrangement  would  then  be  that  this  gentleman  would  continue  to  develop 
Greater  New  York,  his  present  territory,  under  his  conuniseion  contract  and 
would  at  the  same  time  be  agency  supervisor  of  the  New  England  territory 
on  a  salaried  basis;  the  two  departments  would  be  absolutely  and  entirely 
distinct,  although  handled  under  these  two  different  arrangements  by  one 
and  the  same  man.' 

Section  97  of  the  Insurance  Law  provides  that: 

*  No  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf  or 
under  any  agreement  with  it  shall  pay  or  allow  to  any  agent,  broker  or 
other  person,  firm  or  corporation  for  procuring  an  application  for  life  insur- 
ance, for  collecting  any  premium  thereon  or  for  any  other  service  performed 
in  connection  therewith  any  compensation  other  than  that  which  has  been 
determined  in  advance.' 

I  am  of  the  opinion  that  in  view  of  the  foregoing  provision 
you  cannot  legally  make  the  suggeeted  appointment." 

Commissions  Not  to  be  Paid  to  Clerks  Begtdarhf  Employed  Under 

Salary 

Extract  from  letter  dated  March  2,  1906,  from  the  Superintendent  to  Mr.  John 

H.  Robinson. 

"  You  write  as  follows : 

'Kindly  advise  me  if  it  is  lawful  for  the  management  of  a  life  insurance 
company  to  pay  to  a  clerk,  regularly  employed  in  its  offices,  a  commission  equal 
to  what  is  regularly  paid  to  agents,  or  even  a  lese  commission,  on  a  new 
poli^  issued  on  an  application  secured  by  the  said  clerk  acting  as  agent? 
I  assume  that  the  limitation  of  esq^enses  indicated  in  section  07  was  intended 
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not  only  to  afford  protection  to  the  jpolioyholder  Against  a  lavish  and  un- 
called-for expenditure  of  money,  but  also  that  the  agent  devoting  his  time 
to  promoting  and  making  successful  the  company's  business  should  be 
afforded  protection  from  the  competition  of  others  in  the  employ  of  his 
eompany  who  are  paid  a  salary  for  services  of  an  entirely  diffarant  character.' 

I  am  of  opinion  that  tlie  payment  of  commisaions  by  a  life 
insurance  company  to  clerks  regukrly  employed  in  its  (^cee 
under  salary  for  services  of  an  entirely  diflPerent  character  than 
those  of  an  agent  is  contrary  to  the  spirit  of  section  97  of  the 
Insurance  Law/' 


Campemaiion  May  Not  Exceed  that  Which  Has  Been  Determined 

In  Advance 

Bxtract  from   letter   dated  July  29,   1008,  from  the  Superintendent   to  the 

Washington  life  Insiurance  Company. 

''I  am  of  the  opinion  that  the  provisions  of  section  97  of  the 
Insurance  Law  governing  payments  for  new  business  to  agents  of 
life  insurance  companies  apply  to  the  payments  made  for  the  new 
business  procured  by  such  agents.  The  restrictions  apply  to  each 
agent  separately  and  by  himself,  irrespective  of  whether  the 
aggregate  payments  by  the  company  to  all  its  agents  do  or  do  not 
exceed  the  statutory  limitations.  The  compensation  of  an  agent 
may  not  exceed  that  which  has  been  determined  in  advance ;  any 
increased  or  additional  compensation  based  upon  the  aggregate 
of  policies  written  or  paid  for  is  prohibited." 

Idem 

Extract  from   letter  dated  November  4,   1906,   from   the   Superintendent  to 

F^U  ft  F^U. 

"  Your  favor  of  the  29th  ult.  has  been  received. 

The  offer  made  in  the  second  paragraph  of  your  letter,  dated 
October  15,  1908:  *  Having  made  a  saving  each  month  during 
the  first  nine  months  of  this  year,  we  are  going  to  pay  out  the 
accumulation  on  business  written  and  paid  for  this  month.  This 
will  make  the  commission  from  17  per  cent,  to  22  per  cent,  higher 
than  regular  first  year  commissions,*  is  in  conflict  with  that  pro- 
vision of  section  97  of  the  Insurance  Law  which  prohibits  the  pay- 
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ment  to  any  agent,  broker,  etc.,  of  ^  any  oompensation  other  than 
that  which  has  been  determined  in  advance.' 
You  wish  to  be  advised : 

'If  it  is  lawful  for  a  company  which  makes  a  saving  under  the  law  of 
say  $150,000  on  new  business  during  the  first  nine  months  of  the  year  to 
pay  out  that  saving  during  the  balance  of  year  by  increasing  the  commission 
to  agents,  provided  the  total  expended  in  that  year  for  new  business  is  not 
in  excess  of  the  amount  allowed  by  law.' 

I  am  of  the  opinion  that  this  may  not  lawfully  be  done.  Such 
savings  in  expenses  as  a  company  might  be  able  to  make  should 
inure  to  the  benefit  of  the  policyholders." 

Increased  Compensation  May  Not  be  Secured  by  Betroactive 

Contract 

Extract  from  letter  dated  March  18,  1913,  from  the  Superintendent  to  the 

Phoenix  Mutual  Life  Insurance  Company. 

"  You  state : 

*  One  of  our  agents  desires  an  amendment  to  his  contract  affecting  collection 
fees  and  other  matters  of  compensation.  We  have  agreed  to  the  amendment, 
but  he  desires  to  have  same  made  retroactive  to  bear  date  January  first,  1908/ 

In  my  opinion  this  would  fall  within  the  prohibition  of  section 
97  of  the  Insurance  Law  relating  to  the  payment  of  *  any  com- 
pensation other  than  that  which  has  been  determined  in 
advanca' '' 

Present  Commissions  May  Be  Paid  to  Salaried  Clerks  or  Cashiers, 
if  Determined  in  Advance,  But  Benewd  Commissions  May  Not 
Be  So  Paid 

Extract  from  Opinion  of  Department   Counsel,  dated  March  17,  1909. 

"Answering  your  request  for  an  opinion  on  the  question  of 
whether  or  not  it  is  lawful  for  life  insurance  companies  to  pay 
salaried  clerks,  or  cashiers,  present  and  renewal  commissions  for 
business  secured  by  them,  I  beg  to  reply  as  follows:  Upon  an 
examination  of  sections  97  and  98  of  the  Insurance  Law,  I  find 
that,  although  it  seems  to  be  decidedly  against  the  spirit  of  the 
law,  it  is  lawful  for  a  life  insurance  company  to  pay  a  present 
commission  to  a  clerk  or  other  person^  on  salary  with  the  com- 
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pany,  who  procures  new  business,  provided  the  commission  is  de- 
termined in  advance  and  that  if  it  will  exceed  $5,000  for  any  one 
year  the  contract  for  such  commission  is  passed  upon  by  the 
board  of  directors.  It  is  not  lawful,  however,  for  such  life  in- 
surance corporation  to  pay  or  agree  to  pay  renewal  commissions 
to  such  a  salaried  employee  as  a  clerk,  cashier  or  other  person,  as 
to  do  so  would  violate  positive  provisions  of  law." 

Commission  to  Salaried  Clerk  on  His  Ovm  Life  Policy,  a  Rebate. 
(See  §  89,  sub.  4.) 

Life  Insurance  Company  May  Contract  with  Agent  for  Period 

Exceeding  One  Year 

Extract  from  letter  dated  April  16,  1912,  from  the  Superintendent  to  the 

Niagara  Life  Insurance  Company. 

"*     *    *    You  ask: 

'  Is  it  lawful  for  a  life  insurance  company  to  make  a  contract  with  an 
agent  for  a  longer  period  than  one  year,  provided  that  the  compensation  he 
exclusiyely  on  a  commission  basis?' 

To  this  my  answer  is  yes.*' 

SUB.  6.    BONUSES,  PRIZES  AND  REWARDS 

Payment  of  Commissions  to  Agents  Based  on  Amounts  Under 
Kinds  and  Ages  Resulting  in  Oreater  Raie  on  Policies  of  Large 
Amount  Allowable 

Ebctract  from   letter  dated   December  10,   1006,  from   the  Superintendent  to 

The  Washington  life  Insurance  Company. 

"Under  date  of  the  7th  inst.  you  write  as  follows: 

'Where  a  company  desires  to  pay  commissions  to  agents  upon  a  basis  as 
shown  in  the  inclosed  agency  contract,  where  a  commission  allowance  is  based 
upon  amounts  under  kinds  and  ages,  in  accordance  with  the  limits  as  pro- 
vided by  law,  and  where  deduction  is  made  of  the  actual  medical  examina- 
tion fee,  the  result  is  that  the  rate  of  commission  is  greater  on  a  policy 
of  large  amount  than  on  a  policy  of  small  amount.' 

You  then  refer  to  section  97  of  the  Insurance  Law  and  ask: 

'  Is  there  anything  in  the  Insurance  Liaw  forbidding  such  a  plan  where  the 
actual  limits  as  provided  are  not  exceeded?' 

To  this  my  answer  is  no." 
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Contracts  by  Which  No  ComnUssion  Shall  Be  Paid  Unless  Given 

Amount  of  Bvainess  is  Written,  Allowed 

E)xtraet  from  letter  dated  Deoember  26,   1906,  from  the  Superintendent  to 

Jirfm  Hincock  Mutual  life  InBurance  Gomiwny. 

"  The  sentence  in  section  97  of  the  Insurance  Law  which  yon 
quote:  'All  bonuses,  prizes  and  rewards/  etc.,  prohibits  the 
payment  of  ^  increased  or  additional  commissions '  and  should  be 
read  in  connection  with  the  sentence  immediately  preceding.  It 
does  not  prohibit  the  making  of  a  contract  by  which  no  commis- 
sion shall  be  paid  unless  a  given  amount  of  business  is  written, 
always  provided  that  the  payments  on  account  of  commission  be 
kept  within  the  limitations  of  the  law." 

Additional  Commission  on  First  Tear's  Premiums  Prohibited 

Extract  from  letter  dated  June  8,  1908,  from  the  Superintendent  to 

Mr.  AUan  Waters. 

"  Section  97  of  the  Insurance  Law  relating  to  the  limitation  of 
expenses  of  life  insurance  corporations  provides  that : 

'  No  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf 
or  under  any  agreement  with  it  shall  pay  or  allow  to  any  figent,  broker  or 
other  person,  firm  or  corporation  for  procuring  an  application  for  life  insur- 
ance, for  collecting  any  premium  thereon  or  for  any  other  service  performed 
in  connection  therewith  any  compensation  other  than  that  which  has  been 
determined  in  advance.  All  bonuses,  prizes  and  rewards,  and  all  increased 
or  additional  commissions  or  compensation  of  any  sort  based  upon  the 
volume  of  any  new  or  renewed  business  or  the  aggregate  of  policies  written 
or  paid  for,  are  prohibited.' 

I  am  of  the  opinion  that  this  will  not  permit  ^  the  drafting  of 
a  contract  to  provide  that  the  agent  shall  receive  5  per  cent,  ad- 
ditional commission  upon  first  annual  premiums  provided  he 
secures  a  certain  amount  of  paid-for  business  annually,  providing 
the  maximum  commission  comes  within  the  provisions  of  the 
law.^ '' 

Additional   Compensation  Based  on   Volume  of  Business   Not 

Approved 

Extract  from  letter  dated  June  19,  1909,  from  the  Superintendent  to  the 

Germania  I|ife  Insurance  Company. 

"  You  write : 

'One  of  our  managers  proposes  that  besides  the  regular  scale  of  commis- 
sions and  renewal  commLssions,  the  company  allow  him  in  lieu  of  all  other 
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expenaee  connected  with  the  management  of  his  offices,  i.  e.,  office  rent,  clerk 
hire^  trayeling  expenses,  postage,  exchange,  telegrams,  etc.,  a  certain  sum 
per  annum,  he  guaranteeing  to  produce  a  certain  volume  of  business.' 

I  would  advise  you  that  I  could  not  approve  such  an  arrange- 
ment as  the  above." 

Necessary  Traveling  Expenses  of  Agents  May  Be  Paid  Provided 
Company  Keeps  Within  Limitations  of  Section  97 

Extract  from  letter  dated  July  16,   1913,  from  the  Superintendent  to  the 

Manhattan  Life  Insurance  Company. 

^'  Under  tiie  provisions  of  section  97  of  the  Insurance  Law,  it 
is  proper  and  lawful  for  a  life  insurance  company  to  pay  its  agents 
either  the  whole  or  a  part  of  their  actual  and  necessary  traveling 
expenses,  either  in  the  matter  of  procuring  new  business  or  in 
overseeing  and  protecting  the  company's  old  business,  but  the 
amount  allowed  to  an  agent  for  such  actual  and  necessary  traveling 
expenses  must  not  be  based'  upon  the  volume  of  any  new  or  re- 
newed business  or  the  aggregate  of  policies  written  or  paid  for, 
and  such  expenditures  for  traveling  expenses  of  agents  must  be  so 
limited  in  amount  that  together  with  the  other  permissible  pay- 
ments the  total  expenditures  for  any  calendar  year  shall  not  ex- 
ceed the  limitations  prescribed  by  that  section." 

Payments  to  Agents  Must  be  Made  in  Oood  Faith 

Extract    from    letter,    dated    May    4,    1909,    from    the    Superintendent    to 

Mr.  H.  W.  Adama. 

"  Your  favor  of  the  3d  inst.  relating  to  remuneration  of  life  in- 
surance agents,  is  received. 

You  have  been  advised  that  the  proposed  payments  to  agents 
must  be  '  paid  in  good  faith.'  When  it  is  proposed  that  the  pay- 
ments be  made  simply  to  increase  ihe  emoluments  of  the  agents, 
I  am  of  the  opinion  that  section  97  of  the  Insurance  Law  pro- 
hibits such  payments." 
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Prizes  to  Svb- Agent  Based  on  Amount  of  Business  Written 

Prohibited 

Ebctract   from  letter  dated  July   27,   1910,   from   the   Superintendent  to   the 

MtuvL  Life  Insurance  Company. 

"  You  write  as  follows : 

'  Suppose  I,  as  a  general  agent,  desire  to  stimulate  my  men  to  greater  effort 
during  the  month  of  August  by  offering  them  prizes  based  upon  a  certain 
amount  of  business  written  and  paid  for,  said  prizes  to  be  either  cash  or 
merchandise,  would  I  by  so  doing  violate  the  law?  I  understand  full  well 
that  companies  may  not  do  this  sort  of  thing,  but  it  is  not  clear  in  my  mind 
whether  general  agents,  acting  upon  their  own  motion  and  without  even  the 
knowledge  of  their  company,  may  make  such  offers  as  above  indicated.' 

The  prohibitioDB  of  that  portion  of  section  &7  of  the  Insur- 
ance Law  which  you  quote :  *A11  bonuses,  prizes  and  rewards  and 
all  increased  or  additional  commissions,  or  compensation  of  any 
sort,  based  upon  the  volume  of  any  new  or  renewed  business,  or 
the  aggregate  of  policies  written  or  paid  for,  are  prohibited,^  are 
not  limited  but  are  general  in  their  nature;  the  sentence  should 
be  read  in  connection  with  that  which  immediately  precedes  it." 

MwnOrgers  in  Various  States  May  Not  Contribute  to  General  Fund 
from  Which  Prizes  Are  to  be  Paid  for  ''Largest  Amount  of 
Business  " 

Extract  from  letter  dated  October  17,  1910,  from  the  Superintendent  to  the 

Provident  Savings  Life  Assurance  Society. 

"  Your  favor  *  *  *  relating  to  a  suggestion  that  it  would 
be  unlawful  under  the  New  York  law  for  your  managers  in  vari- 
ous States  to  organize  an  association  to  contribute  a  general  fund 
and  offer  prizes  from  such  fund  to  managers  or  districts  for  the 
largest  volume  of  business  written  was  received.    *    *    * 

I  am  of  the  opinion  that  such  a  scheme  would  fall  within  the 
prohibition  of  section  97  of  the  Insurance  Law." 

Prizes  Based  on  ''  Efficiency  "  May  Not  be  Given 

Extract  from  letter  dated  December  30,  1910,  from  the  Superintendent  to  the 

Phoenix  Mutual  Life  Insurance  Company. 

"  *    *    *    You  write  as  follows : 

'  Section  97  of  the  revised  insurance  law  provides  that  *  all  bonuses,  prizes, 
and  rewards    ♦     •     ♦     based  upon  the  volume  of  any  new  or  renewed  busi- 
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ness,  etc.,  are  prohibited.'  This  office  has  for  some  period  printed  for  the  in- 
formation of  agents  an  '  honor  roll '  designed  to  show  the  names  of  such  men 
as  are  producing  business  of  any  sort  or  amount  during  a  given  week. 
The  published  list  has  no  reference  whatever  to  the  volume  of  production 
but  attempts  to  signalize  persistence  of  effort.  In  this  connection  we 
have  thought  of  offering  a  prize  to  be  divided  at  the  end  of  the  year,  not 
based  on  the  volume  of  business  done  by  anybody  but  based  upon  the  persist- 
ence of  effort  and  continuity  of  purpose  as  evidenced  by  the  weekly  appear- 
ance of  the  agent's  name  as  a  producer  independent  of  the  volume  of  business 
secured  by  him,  the  aim  of  course,  being  to  give  a  steadiness  of  production 
sometimes  absent  in  the  case  of  many  field  men.' 

I  am  of  the  opinion  that  the  giving  of  the  proposed  prize  falls 
within  the  prohibition  of  the  sentence  incorrectly  quoted  by  you." 

Extra  Commission  Based  on  Amount  of  New  Busvness  Prohihited 

Extract  from  letter,  dated  January  21,   1911,  from  the  Superintendent  to 
The  Northwestern  Mutual  Life  Insurance  Company. 

"  *     *     *    You  state : 

'I  would  like  to  ask  what  your  ruling  is  with  reference  to  a  portion  of 
section  97  of  the  Insurance  Law  in  regard  to  managers  or  general  agents 
offering  an  extra  commission  in  the  way  of  a  prize  or  a  reward;  for  example* 
suppose  I  were  to  divide  my  agency  force  into  two  separate  teams  competing 
for  business  for  the  year  1911  with  the  understanding  that  the  team  paying 
for  the  largest  amount  of  insurance  during  the  year  should  receive  1  per 
cent,  extra  commission  on  all  business  paid  for  in  the  year,  this  commission 
in  addition  to  their  regular  contract  commission  being  less  than  the  commis- 
sion which  I  receive  from  the  company  upon  the  same  business.' 

I  am  of  the  opinion  that  this  would  be  a  violation  of  the  pro- 
visions of  section  97  of  the  Insurance  Law    *    *    */' 

Salaries  Based  on  Amount  of  New  Business  Secured  Must  he 

Charged  to  Cost  of  New  Business 

Extract  from  letter  dated  December  17,  1910,  from  the  Superintendent  to 

Chief  Examiner  of  Life  Companies. 

"  Your  favor  of  the  10th  inst.  with  enclosures  relating  to  the 
return  as  salaries,  by  life  insurance  companies,  of  compensation 
based  on  insurance  effected  by  their  agents,  was  received  by  due 
course  of  mail. 

I  am  of  the  opinion  that  so-called  '  salaries '  based  on  the  pre- 
miums or  on  the  amount  of  new  business  issued,  are  commissions, 
and  must  be  charged  to  the  cost  of  new  business." 
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Payment  of  Traveling  Expenses  of  Agent  to  a  Oonvention 

Prohibited 

Extract  from  letter   dated   January   3,   1007,   from  the  Superintendent   to 

Phoenix  Mutual  Life  Insurance  Company. 

"You  ask: 

'  Would  it  be  proper  for  a  general  agent  to  make  a  contract  providing  for 
a  certain  number  or  amount  of  renewal  commissions  upon  the  writing  of  a 
certain  amount  of  insurance,  and  stipulating  that  failure  to  reach  that 
amount  would  decrease  the  number  or  amount  of  the  renewal  oommissions 
promised!' 

To  this  my  answer  is  yes,  provided  that  the  number  and  amonnt 
of  the  renewal  commissions  did  not  exceed  the  limitation  of  the 
section. 

You  also  ask: 

'  If  it  is  proper  to  make  a  contract  allowing  a  certain  amount  of  commis- 
sions provided  a  certain  amount  of  insurance  is  written,  would  it  also  be 
perfectly  proper  for  the  company  to  offer  to  pay  certain  expenses,  as,  for 
instance,  the  traveling  expenses  of  an  agent  to  the  annual  convention  of 
agents,  provided  a  certain  amount  of  insurance  should  be  written  T ' 

To  this  my  answer  is  no,  such  payment  comes  within  the  pro- 
hibition of  the  section." 

Graded  Renewal  Contract  May  Be  Issued 

Extract  from  letter  dated  April  17,  1907  from  the  Superintendent  to  Mr. 

Theodore  P.  Berle. 

"  *  *  *  You  quote  from  section  97  of  the  Insurance  Law 
the  following  clause : 

'AH  bonuses,  prizes  and  rewards,  and  all  increased  or  additional  oommis- 
sions or  compensation  of  any  sort  based  upon  the  volume  of  any  new  or 
renewed  business  or  the  aggregate  of  policies  written  or  paid  for,  are  pro- 
hibited '  and  you  ask  to  be  advised  '  whether  in  view  of  this  paragraph  or 
any  other  portion  of  section  97  of  the  new  laws,  the  so-called  graded  renewal 
contract  is  legal  in  this  State  or  can  be  made  by  any  company  in  any  other 
State,  but  which  is  doing  business  in  New  York  State? ' 

I  am  of  the  opinion  that  such  a  contract  is  l^al  provided  that 
•  the  actual  limitations  of  the  section  be  not  exceeded." 
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General  Agenis  May  Pay  Bailroad  and  Hotel  Bills  of  Their 
Agents  Attending  Annual  Meetings  of  the  Company 

Extract  from  letter  dated  December  19,  1910,  from  the  Superintendent  to  the 

Northwestern  Mutual  Life  Insurance  Company. 

"  *    *    *    You  write  as  follows: 

'  It  is  the  custom  of  some  of  the  general  agents  of  the  Northwestern 
Mutual  Life  Insurance  Company  to  pay  the  railroad  fares  and  hotel  bills 
of  their  agents  to  the  July  annual  meetings  of  the  company  at  the  home 
office,  Milwaukee.  Would  it  be  contrary  to  the  laws  of  this  State  if  a  gen- 
eral agent  in  this  State  were  to  offer  to  pay  such  expenses  of  the  five,  ten  or 
fifteen  of  his  agents  making  the  largest  percentage  of  increase  over  the 
first  six  months'  business  of  the  previous  year  ? ' 

I  am  of  the  opinion  that  the  temporary  enjoyment  of  a  reward 
of  efficiency  that  brings  no  pecuniary  return  to  an  agent  does  not 
fall  within  the  prohibition  of  section  97  of  the  Insurance  Law.'' 


Agent  May  Not  he  Compensq^ted  for  Loss  of  Business  While 

Attending  Committee  Meetings 

Extract  from  letter,  dated  December  19,  1910,  from  the  Superintendent  to  the 

Northwestern  Mutual  Life  Insurance  Company. 

"*    *    *    You  write: 

'  We  have  at  this  general  agency  an  advisory  committee  of  agents.  The 
ten  agents  writing  the  largest  amount  of  business  year  by  year  have  consti- 
tuted this  committee.  The  attendance  of  the  members  of  this  committee 
at  committee  meetings  results  in  some  loss  of  time  from  soliciting,  and  such 
attendance  is,  therefore,  more  or  less  of  a  loss  to  each  member  or  the  com- 
mittee. Is  there  anything  in  the  insurance  laws  of  this  state  that  would 
prevent  me  as  general  agent  paying  a  stated  sum  to  each  member  of  the 
advisory  committee  as  a  compensation  for  any  loss  of  business  that  might 
ensue  from  his  attendance  at  such  meetings  T' 

Section  97  of  the  Insurance  Law  provides  that: 

'No  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf 
or.  under  any  agreement  with  it  shall  pay  or  allow  to  any  agent,  broker 
or  other  person,  firm  or  corporation  for  procuring  an  application  for  Ufe 
insurance,  for  collecting  any  premium  thereon  or  for  any  other  Bervice 
performed  in  connection  therewith  any  compensation  other  than  that  which 
has  been  determined  in  advance.' " 


236  EXTBAOTS   FBOM   RuLINGS    AND   OpIWIONS  §    97 

Officer  May  Insure  His  Life  in  Company,  if  No  Rebate  Oranted 

or  Commission  Paid 

(See  letter  dated  December  3,  1906,  from  the  Superint^adent 
to  Mr.  Lathrop  E.  Baldwin,  §  89,  sub.  4.) 

Commissions  and  Brokerage  to  Agents  on  Policies  on  Their  Ovm 

• 

Lives 

(See  letters  under  §  89,  snb.  4.) 

Prize  Systems  and  General  Agency  Trophies  Prohibited 

Extract  from  letter  dated  NoYember  1,  1906. 

"  *  *  *  That  part  of  section  97  of  the  Insurance  Law  of 
this  State,  which  reads  as  follows: 

'AH  bonuses,  prizes  and  rewards,  and  all  increased  or  additional  commiB- 
sions  or  compensation  of  any  sort  based  upon  the  Tolume  of  any  new  or 
renewed  business  or  the  aggregate  of  policies  written  or  paid  for,  are  pro- 
hibited:' 

was  enacted  for     the  purpose  of  doing  away  with  such  '  prize 
systems '  and  *  general  agency  trophies '  as  you  refer  to. 

By  the  provisions  of  said  section  97,  the  expenses  of  life  insur- 
ance companies  are  strictly  limited  and  may  not  under  any  pretext 
be  exceeded." 

Honor  Rolls  or  Other  Reward  of  Merit  Involving  No  Pecuniary 

Return  to  Agent  Not  Prohibited 

Extract  from  letter  dated  November  19,   1906,  from  the  Superintendent  to 

Phoenix  Mutual  Life  Insurance  Company. 

"You  write: 

'  I  take  it  that  the  word  '  reward '  can  mean  only  pecuniary  recompense, 
and  that  honor  rolls  and  the  temporary  enjoyment  of  reward  of  merit  that 
brings  no  pecuniary  return  to  the  agent  was  not  intended  to  be  forbidden 
by  law.' 

I  am  of  the  opinion  that  '  honor  rolls '  are  not  forbidden  by 
section  97  of  the  Insurance  Law  of  this  State,  always  provided 
that  the  limitations  as  to  expenses  be  not  exceeded." 


-.«■_——  rf- 

^ 


§  97  ExTBAOTs  FBOM  BuLiNGS  Aim  Opinionb  237 

Nylic  for  Agents  Contract  Not  Within  Prohibition 

ilfylic  for  agents  contract  made  prior  to  1906,  not  within  the 
prohibition  against  bonnsee,  prizes  and  rewards. 
(See  Op.  A.  G.,  Dec.  28,  1906.) 

Banquet  to  Agents  Prohibited 

Extract    from  letter   dated  October   17,   1907,   from  the   Superintendent  to 

Mr.  L.  W.  Post. 

'^  You  desire  to  be  advised  ^  if  a  superintendent  or  district 
manager  of  an  industrial  insurance  company  violates  the  Arm- 
strong law  by  offering  prizes  or  a  banquet  to  members  of  his 
staff  to  accomplish  certain  work.' 

Section  97  of  the  Insurance  Law  of  this  State  provides  that 
^all  bonuses,  prizes  and  rewards,  and  all  increased  or  additional 
commissions  or  compensation  of  any  sort  based  upon  the  volume 
of  any  new  or  renewed  business  or  the  aggregate  of  policies  writ- 
ten or  paid  for,  are  prohibited.'  This  fully  answers  your  ques- 
tion. 

The  section  further  provides  that  'a  foreign  life  insurance 
corporation  which  shall  not  conduct  its  business  within  the  limita- 
tions and  in  accordance  with  the  requirements  imposed  by  this 
section  upon  domestic  corporations  shall  not  be  permitted  to  do 
business  within  the  State.'  " 

Presents  of  Jewelry  Prohibited 

Extract  from  letter  dated  November  11,  1907,  from  the  Superintendent  to 

Mr.  a.  E.  Smith. 

"  You  write  as  follows : 

'Two  of  the  assistant  superintendents  of  the  staff  of  this  district  have 
in  their  possession  some  articles  of  jewelry,  possessing  no  great  value,  which 
they  desire  to  present  to  some  of  the  members  of  their  staff  in  recognition 
of  services  performed  in  the  past,  and  we  would  ask  if  this  would  in  any 
manner  conflict  with  the  recent  insurance  laws  passed  by  the  Legislature 
of  this  State.* 

Section  97  of  the  Insurance  Law  provides  as  follows: 

'AH  bonuses,  prizes  and  rewards,  and  all  increased  or  additional  commis- 
sions or  compensation  of  any  sort  based  upon  the  volume  of  any  new  or 
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renewed  buftinesB  or  the  aiggregate  of  policies  written  or  paid  for,  are  pro- 
hibited.' 

I  am  of  the  opinion  that  the  proposed  action  ,of  your  aaBist- 
ants  would  come  within  the  prohibition  of  the  section." 

Gifts  for  Services  Prohibited 

Extract  from  letter  dated  January  24,   1910,  from  the  Superintendent  to 

Dow,  Behm  k  Company. 

"In  your  letter     *     *     *     you  write  as  follows: 

'  *  *  *  It  has  been  the  custom  of  the  writer  to  secure  a  great  many 
references  and  introductions  from  his  old  policyholders  and  usually  a  box 
of  cigars  or  some  similar  acknowledgment  of  the  favor  received  has  been 
appreciated  by  a  policyholder  quite  beyond  the. value  of  the  expression  of 
appreciation.  Aside  from  this,  we  frequently  receive  from  our  policyholders 
a  letter  stating  that  they  have  a  relative  or  friend  who  wants  to  take  out 
some  insurance,  and  asking  if  there  is  anything  in  it  for  them.  What  kind 
of  a  reply  can  we  make  to  such  an  inquiry!  *  *  *  It  is  not  a  question 
of  their  soliciting  insurance,  or  their  being  part-time  men,  or  anything  of 
the  kind,  it  is  merely  sending  us  information  that  might  result  in  our  se- 
curing business.' 

Such  services  as  these  you  refer  to  may  well  be  considered 
to  be  such  as  are  referred  to  in  the  law." 

Oifts  of  Money  Prohibited 

Extract  from  letter   dated  May  4,   1911,  from   the  Superintendent  to  the 

Phoenix  Mutual  Life  Insurance  Company. 

"  *    *    *    You  ask : 

'  Would  it  be  a  contravention  of  section  97  of  the  Armstrong  Law,  to 
offer  any  sum,  say  $6.00,  provided  the  agent  writes  business  for  say  10  con- 
secutive weeks,  or  writes  business  for  10  consecutive  weeks  and  remits  with 
the  application  the  net  for  the  premium  ? ' 

It  would  be  a  violation  of  that  provision  of  section  97  of  the 
Insurance  Law  which  reads  as  follows : 

'All  bonuses,  prizes  and  rewards,  and  all  increased  or  additional  commis- 
sions or  compensation  of  any  sort  based  upon  the  volume  of  any  new  or 
renewed  business  or  the  aggregate  of  policies  written  or  paid  for,  are 
prohibited.' " 
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Oift  of  Button  Allowed 

Extract  from  letter  dated  April  28,  1911,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Co. 

"You  ask: 

'  Ib  it  objectionable  under  section  97  to  award  a  button  of  trifling  coat 
to  agents  who  write  a  certain  amount  of  Ordinary  business  within  a  yearT 
Or  to  make  them  members  of  a  club  under  a  denomination  indicating  the 
amount  of  business  written,  membership  in  the  club  to  involve  only  public 
mention,  the  award  of  a  certificate  and  the  giving  of  a  button  or  pin  of 
no  intrinsic  value  and  small  cost!' 

• 

To  this  my  answer  is  no." 
(See  also  §  91.) 


Priee  Contests  Among  Agents,  Atmrds  To  Be  Paid  For  By 

Agents,  Not  Prohibited, 

Extract  from  letter  dated  July  8,  1914,  from  the  Superintendent  to  the  John 

Hancock  Mutual  Life  Insurance  Company. 

"Your  favor  of  *  *  *,  in  relation  to  that  provision  of 
section  97  of  the  Insurance  Law  which  under  certain  conditions 
permits  the  giving  of  awards  in  a  contest  among  life  insurancib 
agents,  has  been  received. 

You  state: 

'  I  note  under  the  above  mentioned  section  in  one  of  the  paragraphs  of  the 
same  it  says:  "Nothing  herein  contained  is  to  be  construed  as  prohibiting 
the  institution  of  contests  or  competitions  among  agents,  and  the  recognition 
of  success  in  such  competitions  by  the  awarding  of  ribbon  decorations,  medals, 
pins,  buttons  or  other  tokens  of  small  intrinsic  value,  given  not  as  compensa- 
tion, but  as  a  bona  fide  recognition  of  merit."  In  further  reference  to  this 
part  of  said  section,  I  would  kindly  request  you  to  advise  me  if  it  will  meet 
with  the  requireinents  of  the  Insurance  Law  to  permit  two  or  three  of  my 
enthusiaBtio  agents  to  personally  put  up  tokens  of  award  in  a  contest  among 
agents.  The  agents  offering  these  awards  are  doing  so  of  their  own  free  will, 
and  willing  to  bear  the  expense  of  the  same.' 

Provided  these  ^  tokens  of  award '  are  *  tokens  of  small  intrinsic 
value,  given  not  as  compensation,  but  as  a  bona  fide  recognition 
of  merit,'  there  can  be  no  objection  to  the  proposed  action  of  the 
agents  to  whom  you  refer." 
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SUB.  7.    RENSWAL  COMMISSIONS 

Company  Cannot  Take  Credit  for  Loading  of  Premium  in  1907 
Not  Due  Until  1908  and  Pay  Corresponding  Commission  in 
1907 

Extract  from  letter  dated  April  3,  1907,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

"  Your  favor  of  the  28th  ult.,  in  further  reference  to  '  the  pay- 
ment of  renewal  commissions  on  premiums  received  in  advance/ 
has  been  received. 

You  cite  the  following  practical  example: 

*A  premium  received  in  1907  which  is  not  due  until  1908;  the  question 
is,  can  the  company  take  credit  for  the  loading  of  this  premium  and  pay 
the  corresponding  commission  in  1907.' 

I  am  of  the  opinion  that  this  cannot  be  done." 

No  Portion  of  Renewal  Commissions  Shall  be  Added  to  First 

Year  Commissions 

Extract  from  letter  dated  July  13,  1907,  from  the  Superintendent  to 

Mr.  Leo  Stein. 

"  There  is  no  provision  in  section  97  of  the  Insurance  Law 
which  permits  a  life  insurance  company,  *  to  make  a  contract  with 
an  agent  whereby  any  portion  of  renewal  commission  may  be  ap- 
plied toward  the  payment  of  commissions  earned  during  the  first 
year  of  the  policy  and  in  addition  to  ordinary  full  first  year  com- 
missions.' " 

Renewal  Commission  Clause  Approved 

Extract   from   letter   dated   August  27,    1907,   from   the  Superintendent  to 

Mr.  C.  M.  Brown. 

"  You  submit  for  consideration  the  following  clause  which  you 
may  desire  to  embody  in  your  agency  contracts: 

'  Renewal  Commissions. 

Providing  this   contract   remains   in  full   force   and   effect  and  that  the 

party  of  the  second  part  does  not  procure  less  than a  year  from  date 

hereof,  in  new  paid  life  insurance  business,  then  on  all  plans  of  insurance, 
except  those  which  provide  for  no  renewal  commissions,  there  shall  be  pay- 
able to  said  party  of  the  second  part  the  following  commissions: 

%  of  the  premiums,  etc 
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It  beings  however,  understood  and  agreed  that  failure  of  the  party  of  the 
second  part  in  any  particular  year  to  furnish  said  $ in  new  paid  busi- 
ness shall  only  affect  his  renewal  commissions  on  the  business  done  during 
that  year  and  shall  not  be  operative  as  to  the  business  done  in  the  years 
in  whic&  the  $ quota  of  new  business  is  furnished.' 

I  am  of  the  opinion  that  there  is  nothing  in  the  Insurance 
Law  *  which  would  prevent  a  company  from  making  a  contract 
containing  such  clause/  provided  the  limitations  of  section  97  be 
not  exceeded." 

New  Policy  Issued  in  Accordance  With  Privilege  Granted  in 
Term  Policy  is  New  Insurance  and  Difference  in  Commission 
and  Nine  Renewals  Can  he  Paid  Thereon 

Extract  from  letter  dated  February  21,   1908,  from  the  Superintendent  to 

John  Hancock  Mutual  Life  Insurance  Company. 

"  You  write  as  follows : 

'  We  have  a  request  to  change  a  term  policy  issued  in  1007  to  another  form, 
in  accordance  with  the  privilege  granted  in  the  policy,  the  new  policy  to  date 
from  the  present  time.  In  former  times  our  custom  was  to  make  the  change 
allowing  the  agent  a  commission  according  to  the  contract  rate  on  the  new 
policy  for  the  difference  in  premium  due  under  the  new  policy  and  that  paid 
on  the  term  policy  and  it  would  then  run  along  as  renewal  business.  We 
would  like  to  ascertain  if,  under  the  new  limitation  of  expenses  under  the 
New  York  law,  this  should  be  considered  as  new  insurance  and  we  can  pay 
the  difference  in  the  commission  and  allow  nine  renewals  on  this  new  policy, 
or  whether  it  must  be  treated  as  old  insurance  and  in  this '  particular  case 
while  paying  the  excess  of  commission  due  under  the  new  policy  on  this 
form  only  pay  the  nine  renewals  from  the  date  of  the  original  policy.' 

I  am  of  the  opinion  that  a  policy  issued  *  in  accordance  with 
the  privil^e  granted  in  the  (term)  policy'  and  not  in  a  form 
therein  set  forth  as  a  continuation  of  such  contract,  should  be 
considered  as  '  new  insurance '  and  that  on  it  you  can  pay  the 
difference  in  th6  commission  and  allow  nine  renewals." 

Payment  of  Maximum  Commissions  not  Required 

Extract  from  letter  dated  December   18,   1909,  from  the  Superintendent  to 

Austin  P.  H.  Mullarky. 

"Your  favor  of  the  11th  inst.,  relating  to  contracts  between 
managers  and  agents  of  life  insurance  companies,  is  received. 
Section  97  of  the  Insurance  Law  places  certain  limitations  upon 
commissions  which  may  be  paid  on  new  and  renewal  premiums; 
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it  does  not  require  that  the  full  amount  allowable  by  law  as  com- 
mission on  renewal  premiums  shall  be  paid  in  each  and  every  case 
where  a  renewal  commission  may  be  due." 

Collection  Fee  of  9^  Cannot  be  Paid  on  Premiums  on  Which 
Renewal  Commissions  Are  Paid,  to  Agent    - 

Extract  from  letter  dated  February  1^  191 1^  from  the  Superintendent  to  the. 

Fidelity  Mutual  Life  Insurance  Company. 

"  *    *    *    You  write : 

'Kindly  advise  us  whether  or  not  under  your  interpretation  of  section  97 
of  the  New  York  Insurance  Laws,  known  as  the  Limitation  of  Expense  Section, 
the  company  can  in  addition  to  the  renewal  commissions  therein  provided  for 
the  first  fourteen  policy  years  allow  the  agent  a  collection  fee  not  exceeding 
3%  of  all  premiums  collected  by  him  in  his  territory  including  premiums  on 
which  such  renewal  commissions  are  paid  to  such  agent.' 

I  am  of  the  opinion  that  you  cannot  legally  pay  a  collection 
fee  of  3%  on  '  premiums  on  which  such  renewal  commissions  are 
paid  to  such  agent.' ". 

Company  May  Pay  First  Year  amd  Renewal  Commissions  on 

Differences  in  Premiums 

Extract  from  letter  dated  July   1,   1911,  from  the  Superintendent  to  the 

Union  Mutual  Life   Insurance   Company. 

«  *  *  *  From  a  letter  from  one  of  your  State  agents^  you 
quote  as  follows: 

'  There  is  one  thing  I  would  like  to  bring  up  in  connection  with  the  con- 
vertible term  and  that  is  the  commission  allowed  on  conversion.  I  find  that, 
without  exception,  the  various  general  agents  and  managers  to  whom  I  have 
spoken,  say  that  their  companies  allow  them  the  first  year's  commission  on 
the  difference  between  the  term  rate  and  the  convertible  rate  for  the  first 
year  as  well  as  the  renewal  commission  on  the  difierenoe  in  renewals.' 

I  am  of  the  opinion  that  your  company  may  pay  first  year  and 
renewal  commissions  upon  such  differences  in  premiums." 

Payment  of  Commissions  on  Reneii-'il  Premiums  not  Limited  to 
Those  Agents  Who  Secured  the  Business 

Ruling  of  December  31,  1909. 

'^  Section  97  of  the  law  does  not  limit  the  payment  of  conimis* 
sions  on  renewal  premiums  to  those  agents  who  secured  the 
buBineea." 
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Renewal  Commissions  to  Sub-Agent  Based  on  Amoimt  of  Busi- 
ness Written  Allowed 

Extract  from  letter  dated   October  26,    1906^  from  the   Superintendent  to 

Massachusetts  Mutual  Life  Insurance  Company. 

"  The  sentence  in  section  97  of  the  Insurance  Law  which  you 
quote,  ^AU  bonuses,  prizes  and  rewards,  and  all  increased  or 
additional  commissions  or  compensation  of  any  sort  based  upon 
the  volume  of  any  new  or  renewed  business  or  the  aggregate  of 
policies  written  or  paid  for,  are  prohibited/  is  to  be  read  in 
connection  with  the  sentence  which  immediately  precedes  it.  T 
am  of  the  opinion  that  read  in  this  connection  or  by  itself  alone 
it  does  not  prohibit  a  general  agent  from  making  a  contract  with 
a  sub-agent  by  which  ^  no  renewals  shall  be  allowed  unless  a  given 
amount  of  business  is  written  by  the  sub-agent  within  a  year/  " 

Renewal  Contracts  With  Svib-Agenls 

Extract  from   letter  dated  May   13,   1910,   from  the  Superintendent  to  the 

Prudential  Insurance  (Company  of  America. 

"  You  quote  from  an  opinion  given  by  this  Department  to  the 
Massachusetts  Mutual  Life  Insurance  Company  under  date  of 
Oct.  25,  1906,  and  add: 

'I  understand  that  this  correctly  expresses  the  attitude  of  your  Depart- 
ment in  connection  with  the  matter  therein  referred  to.  Will  you  kindly 
advise  me  first,  whether,  in  your  opinion,  a  company  would  he  justified  in 
guaranteeing  to  a  suh-agent  the  renewals  proyided  for  under  a  contract 
similar  to  that  ahove  referred  to  made  by  him  with  a  general  agent  and, 
second,  whether  a  company  which,  hy  the  terms  of  its  contract  with  its 
general  agent,  reserves  the  right  to  carry  out  a  contract  with  a  suh-agent 
would  be  justified  in  carrying  out  a  contract  containing  such  a  provision  in 
relation  to  renewals?' 

To  your  first  question  my  answer  is  no.  To  your  second 
question  my  answer  is  yes." 

Renewal  Commissions  to  Sub-Agents  Based  on  Am^mnt  of  Busi- 
ness Prohibited 

Extract  from  letter  dated  December  27,  1910,  from  the  Superintendent  to 

The  Travelers  Insurance  Company. 

"  *    *    *    You  State : 

'  I  am  thinking  of  making  a  contract  with  a  sub-agent,  allowing  him  on 
life  insurance  first  year's  commissions  and  renewals  at  6%,  the  number  of 
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which  renewals  will  be  governed  by  the  amount  of  insurance  he.  pays  for  in 
his  contract  year.  For  instance  5%  if  he  pays  for  $25,000  business;  two 
5's  if  he  pays  for  $50,000;  three  5'fi  if  he  pays  for  $76,000;  four  5's  if  he 
pays  for  $100,000,  and  so  on  up  to  eight  renewals  at  5  %  for  $200,000  of  paid 
business  in  a  contract  year.  Please  inform  me  if  there  is  anything  illegal  in 
such  a  contract.' 

Section  97  of  the  Insurance  Law  provides  that  'AH  bonuses, 
prizes  and  rewards  and  all  increased  or  additional  commissions 
or  compensation  of  any  sort  based  upon  the  volume  of  any  new 
or  renewed  buFiness  or  the  aggr^ate  of  policies  written  or  paid 
for,  are  prohibited.' " 

Renewal  Contract  of  Special  Agent  With  Manager  Allowed 

Extract  from  letter  dated  July  27,   1910,  from  the  Superintendent  to  the 

Prudential  Insurance  Company  of  America. 

"  You  ask : 

'  Will  you  kindly  advise  whether  there  is  anything  in  the  New  York  law 
prohibiting  companies  endorsing  the  contract  of  a  special  agent  with  a 
manager  to  guarantee  carrying  out  the  renewal  agreement  if  same  is  condi- 
tional on  the  amount  of  business  written,  or  otherwise?' 

I  would  advise  you  that  I  know  of  no  provision  in  the  In- 
surance Law  which  would  prohibit  the  making  of  such  a  contract, 
providing  the  limitations  of  section  97  be  not  exceeded." 

Licensed  Cleric  May  Receive  Renewal  Commissions 

Elztract  from  letter  dated  May  24,   1911,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company. 

"*    *    *    You  State: 

'  Several  of  our  clerks  here  at  the  home  office  have  licenses  for  writing  life 
insurance,  and  devote  some  of  their  evening  time  to  the  procuring  of  business. 
So  far  we  have  refrained  from  making  any  renewal  contract  with  these  clerks, 
their  compensation  having  been  limited  entirely  to  first  year  commissions. 
Now  it  seems  to  us  desirable  occasionally  to  give  a  clerk  a  right  to  renewal 
commissions  for  a  term  of  years  on  business  he  may  solicit  and  we  shall  be 
glad  to  know  whether  this  practice  is.  permissible  under  the  law,  and  under 
the  rulings  of  your  department.' 

As  these  clerks  have  licenses  for  writing  life  insurance  it  would 
seem  that  their  compensation  therefor  should  be  fixed  by  your 
company,  bearing  in  mind  the  limitations  of  section  97  of  the 
Insurance  Law." 
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Life  Insurance  Company  May  Purchase  Renewals 

Extract  from  letter  dated  October  30,  1906,  from  the  Superintendent  to  The 

Germania  Life  Insurance  Company. 

'^  I  know  of  nothing  in  the  Insurance  Law  which  prohibits  a 
life  insurance  company  from  purchasing  renewals.  The  Attor- 
ney-General has  taken  the  general  position  that  the  new  pro- 
visions of  the  Insurance  Law  would  not  and  could  not  affect  con- 
tracts previously  lawfully  entered  into  and  as  to  which  there  was 
no  power  of  alteration  or  revocation  reserved,  at  any  rate." 

Idem 

Extract  from  letter  dated  November  26,  1906,  from  the  Superintendent  to  The 

Penn  Mutual  Life  Insurance  Company. 

"  There  is  nothing  in  the  Insurance  Law  of  this  State  which 
prohibits  a  life  insurance  company  from  purchasing  renewals, 
either  at  the  present  time  or  after  January  1,  1907." 

Idem 

Extract  from  letter  dated  September  16,  1908,  from  the  Superintendent  to 

The  Penn  Mutual  Life  Insurance  Company. 

"  If  the  proposition  to  which  you  refer  is  made  in  good  faith 
by  an  agent  desirous  of  severing  his  relations  with  your  Company, 
I  am  of  the  opinion  that  the  purchase  may  be  made  provided  the 
limitations  of  section  97  of  the  Insurance  Law  of  the  State  of 
New  York  be  not  exceeded.  If,  however,  it  be  proposed  as  a 
method  of  conmiuting  renewals,  it  would  fall  within  the  prohibi- 
tion of  the  statute." 

Net  Renewal  Commissions  May  he  Purchased  of  Agent  Who  Has 
Severed  His  Relations  With  Company,  Provided  Amount  Does 
Not  Exceed  Limitations  of  the  Law 

Extract   from   letter   dated   March    27,    1911,   from   the   Superintendent   t« 

iStna  Life  Insurance  Company. 

«*    *    *    You  State: 

'  Our  contracts  with  certain  of  our  agents  involve  the  payment  to  them  (or 
their  estates),  in  event  of  the  termination  of  their  contracts,  of  certain  net 
renewal   commissions   during   several  years   thereafter.    Where   the   agent's 
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active  connection  with  the  company  has  ceased  (by  death  or  otherwise)  it 
has  in  some  cases  appeared  to  be  desirable  to  all  parties  concerned  for  the 
company  to  purchase  in  one  sum  the  renewal  oommission  interest  referred  to. 
Kindly  advise  us  whether  there  is  any  provision  in  the  New  York  State  law 
which  would  prohibit  such  a  purchase  provided  the  total  amount  so  paid  is 
within  the  limitations  of  section  97  of  said  law.' 

•  

I  am  of  the  opinion  that  there  is  no  provision  in  the  New  York 
State  law  which  would  prohibit  such  a  purchase,  provided  the 
total  amount  so  paid  is  within  the  limitations  of  section  97  of 
said  law." 

Expense  of  Collecting  Renewals  May  he  Vharged  to  Estate  of 

Deceased  Agent 

Extract  from  letter  dated  March  4,  1911,  from  the  Superintendent  to  the 

Citizens  Savings  Bank  Building. 

"*     *     *    You  state: 

'  My  opinion  has  been  asked  respecting  a  contract  between  a  life  insurance 
company  duly  licensed  in  New  York,  and  an  important  agent  which  provides 
for  nine  7^  per  cent,  renewal  commissions.  In  case  of  the  death  of  the 
agent,  the  conunissions  as  they  accrue  are  payable  to  his  estate.  This 
agent  collects  the  renewal  premiums.  His  death  would  necessitate  the  col- 
lections by  some  other  means.  This  probably  would  involve  some  collection 
expense.  The  question  about  which  I  am  in  doubt  is  whether  section  97  of  the 
New  York  law  would  prohibit  the  company  incurring  any  expense,  bank  ex- 
change or  otherwise,  in  collecting  renewal  premiums  if  it  had  so  obligated 
itself  to  pay  the  estate  of  the  deceased  agent  the  7^  per  cent,  commissions.' 

Under  the  conditiouB  etated,  I  am  of  the  opinion  that  the  cost 
of  the  collections  should  be  made  a  charge  against  the  renewals  to 
be  paid  to  the  estate." 

Idem 

Bxtract  from  letter  dated  September  29,  1911,  from  the  Superintendent  to  the 

National  Life  Insurance  Company. 

"  By  due  course  of  mail  there  has  been  received  your  favor  of 
the  22d  inst.  making  inquiry  in  relation  to  ^  a  contract  with  a 
new  General  Agent,  such  contract  embodying  the  following  con- 
ditions : 

■ 

(1)  Provision  for  the  payment  to  said  agent  of  first  and  renewal  com- 
missions on  such  business  as  he  may  produce  within  the  limits  of  section  97; 

(2)  Provision  for  the  payment  to  said  agent  of  a  stipulated  salary  as 
compensation  for  the  specific  service  of  collecting  old  renewals  (in  which 
renewals  the  said  agent  has  no  commission  interest)   as  follows: 
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ia)  A  portion  of  said  old  reoewaU,  representing  businesB  written  by  a 
former  agent  prior  to  January  1,  1907; 

(b)  A  portion  of  said  renewals  representing  busineae  written  by  a  former 
agent  since  January  1,  1907,  and  upon  which  renewals  the  company  stands 
pledged  to  the  payment  to  the  estate  of  a  former  agents  deceased*  of  tlie 
balance  of  a  full  nine  year  renewal  conunission  at  7^%  and  fiye  additional 
years  at  5%   without  deduction.' 

You  state: 

*The  intent  of  this  inquiry  being  to  determine: 

First:  Whether  there  is  anything  in  the  New  York  law  that  prohibits 
a  company  from  paying  an  agent  or  collector  for  his  serrices  in  collecting 
premiums  on  business  written  since  January  1,  1907,  which  premiums  are 
already  subject  to  contractual  commission  payment  to  a  former  agent,  or 
to  his  estate,  for  the  full  term  of  fourteen  years  after  the  first  year  of 
insurance. 

Second:  Whether  the  payment  of  a  salary  to  a  new  agent  for  the  specific 
purpose  of  collecting  old  business  would  operate  to  reduce  by  one-third 
the  renewitls  upon  such  new  business  as  such  new  agent  might  produce.' 

In  connection  with  your  first  inquiry  would  state  that  while  I 
have  no  knowledge  of  the  date  of  the  contract  or  contracts  with 
your  *  former  agent/  I  would  call  your  attention  to  the  following 
extract  from  the  opinion  of  the  Attorney-General,  bearing  date 
June  10,  1909: 

*'The  opinion  of  the  Attorney-General  under  date  of  January  27,  1908, 
under  the  decision  of  the  Appellate  Division,  Third  Department,  in  Boswell 
V.  Security  Mutual  Life  Insurance  Company,  119  App.  Div.  723,  held  that 
section  97  was  not  a  limitation  of  the  aggregate  expenditure  which  could 
be  made  by  life  insurance  companies  but  applied  to  each  particular  agent 
and  limited  the  amount  which  could  be  paid  to  him  to  a  certain  proportion 
of  the  first  premiunu  received  by  him. 

The  Court  of  Appeals  reversed  the  decision  of  the  Appellate  Division  in 
December,  1908  (193  N.  Y.  465)  and  in  view  of  this  decision  and  at  the 
request  of  the  Superintendent  of  Insurance,  the  Deputy  Attorney-General 
in  charge  rendered  the  opinion  of  December  28,  1908,  to  which  you  refer. 
In  this  opinion  he  referred  to  the  reversal  of  the  Boswell  case  by  the  Court 
of  Appeals,  and  then  stated  '  in  the  absence  of  a  controlling  judicial  Inter- 
pretation to  the  contrary,  it  is  my  opinion  that  the  plain  reading  of  this 
limitation  applies  to  aggregate  expenses  of  the  corporation  for  the  purposes 
specified.' 

I  have  carefully  examined  these  two  decisions  and  am  convinced  that  when 
the  opinion  of  December  28,  1908,  was  written  the  deputy  in  charge  could 
not  have  had  before  him  a  copy  of  the  opinion  of  the  Court  of  Appeals. 
From  an  examina^tion  of  that  opinion,  it  is  clear  that  the  Court  of  Appeals 
does  not  pass  upon  the  interpretation  of  section  97  made  by  the  Appellate 
Division.  Its  decision  is  merely  that  this  section  has  no  application  to 
contracts  with  agents  entered  into  before  its  enactment.    The  discussion  of 
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the  opinion  is  entirely  confined  to  this  question  and  the  holding  iB  made 
that  section  97  is  prospective  rather  than  retrospective.  Furthermore,  al- 
though the  interpretation  of  the  Appellate  Division  is  not  expressly  con- 
sidered, the  court,  by  implication,  adopts  that  interpretation  because  the 
main  ground  upon  which  it  holds  that  the  statute  must  be  regarded  as 
prospective  is  that  otherwise  it  would  impair  the  obligation  of  contracts 
entered  into  before  its  passage.  It  is  obvious  that  if  the  section  had  appli- 
cation only  to  an  aggregate  limitation,  it  would  not  necessarily  prevent 
the  payment  of  more  than  the  statutory  appropriation  to  any  one  agent 
8o  long  as  the  aggregate  expenditures  were  not  in  excess  of  the  aggregate 
appropriations  on  new  premiums  allowed  to  be  used  by  the  statute,  there 
would  be  no  violation  of  the  law  even  if  in  individual  instances  agents 
received  more  than  this  allowance,  computed  on  their  own  new  policies, 
would  produce.  It  is  clear,  therefore,  that  the  Court  of  Appeals  did  not 
in  any  way  modify  the  interpretation  of  section  97  adopted  by  the  Appellate 
Division,  and  that,  on  the  contrary,  it  gave  such  interpretation  its  implied 
sanction. 

I,  therefore,  advise  you  to  disregard  tlie  opinion  of  the  Deputy  Attorney- 
General  dated  December  28,  1908,  and  to  be  guided  as  to  the  proper  inter- 
pretation of  this  law  by  the  opinion  of  January  27,  1908,  setting  forth  the 
decision  of  the  Appellate  Division  in  this  case. 

I  also  advise  you  that  under  the  decision  of  the  Court  of  Appeals  this 
section  is  to  have  no  effect  whatever  upon  contracts  with  agents  entered 
into  before  its  passage." 

In  contracts  entered  into  after  the  passage  of  the  so-called 
"Armstrong  Laws "  the  company  should  have  protected  itself 
against  the  possibility  of  having  to  pay  costs  of  collection,  through 
salary  or  otherwise,  in  addition  to  renewal  commissions  whidi  in- 
clude payment  for  cost  of  collection.  In  connection  with  this  I 
would  call  your  attention  to  the  enclosed  copy  of  a  letter  dated 
March  4,  1911,  from  the  Superintendent  to  Mr.  x\.  I.  Vorys, 
Columbus,  Ohio,  in  relation  to  a  contract  such  as  that  you 
mention. 

"Your  favor  of  the  Ist  inst.,  has  been  received.  You  state:  My  opinion 
has  been  asked  respecting  a  contract  between  a  life  insurance  company  duly 
licensed  in  New  York,  and  an  important  agent  which  provides  for  nine 
T^  per  cent,  renewal  commissions.  In  case  of  tlie  death  of  the  agent,  the 
commissions  as  they  accrue  are  payable  to  his  estate.  This  agent  collects 
the  renewal  premiums.  His  death  would  necessitate  the  collections  by  some 
other  means.  This  probably  would  involve  some  collection  expense.  The 
question  about  which  I  am  in  doubt  is  whether  section  97  of  the  New  York 
law  would  prohibit  the  company  incurring  any  expense  —  bank  exchange  or 
otherwise  —  in  collecting  renewal  premiums  if  it  had  so  obligated  itself  to 
pay  the  estate  of  the  deceased  agent  the  7^  per  cent,  commissions. 

Under  the  conditions  stated,  I  am  of  the  opinion,  that  the  cost  of  the 
collections  should  be  made  a  charge  against  the  renewals  to  be  paid  to  the 
estate." 
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As  to  your  second  inquiry ;  holding  that  you  may  not  pay  cost 
of  collection  in  addition  to  renewal  commissions,  it  is  hardly 
necessary  to  add  that  this  can  not  he  evaded  by  reducing  other 
commissions  lawfully  payable." 

Renewal  Commdssion  Amendments  Passed  in  1909,  Take  Effect 

May  7,   1909 

Extract  from  letter  dated  May   14,  1909,  from  the  Superintendent  to 

Mr.  Charles  L.  Behm. 

**  You  ask  to  be  advised  ^  whether  the  law  relative  to  renewal 
commissions  paid  to  agents  and  collection  fees  does  not  permit 
the  company  to  pay  these  additional  commissions  on  all  business 
written  since  January  1,  1907,  when  the  Armstrong  Law  went 
into  effect.' 

I  am  of  the  opinion  that  the  amendments  to  section  97  of  the 
Insurance  Law  which  took  effect  May  7,  1909,  '  permit  the  com- 
pany to  pay  these  additional  commissions  on  all  business  written 
since '  that  date  only.*' 

Idem 

Extract  from  letter  dated  May  18,   1909,  from  the  Superintendent  to  the 

Berkshire  Life  Insurance  Gompanj. 

"  You  write  as  follows : 

'As  we  are  anxious  to  give  our  general  agents  the  benefit  of  the  revisions 
in  the  life  insurance  laws  of  New  York,  I  would  thank  you  if  you  would 
kindly  tell  me  the  date  upon  which  these  laws  took  effect.  Gould  the  addi- 
tional renewals  from  the  11th  to  the  15th  year  under  the  law  be  applied  to 
all  business  written  under  the  Armstrong  Law  since  January  1,  1907 ;  or  does 
it  apply  only  from  the  date  on  which  the  law  took  effect? ' 

The  amendments  to  section  97  of  the  Insurance  Law  allow- 
ing the  additional  renewals  to  which  you  refer  apply  only  to 
business  written  on  and  after  May  7,  1909,  the  day  on  which  they 
took  effect." 

Amendments  of  1909,  Allowing  Additional  Renewal  Commissions 

not  Retroactive 

Extract  from  letter  dated  June  26,  1909,  from     the  Superintendent  to  Tlie 

Penn  Mutual  Life  Insurance  Company. 

"  I  am  clearly  of  the  opinion  that  the  amendment  to  section  97 
of  the  Insurance  Law  increasing  the  number  of  renewal  commis- 
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sions  whioh  may  be  paid  to  agents  is  not  retroactive;  this  amend- 
ment was  contained  in  chapter  301  of  the  Laws  of  1909,  which 
took  effect  May  7,  1909,  and  applies  only  to  business  written  on 
and  after  that  date  under  agency  contracts  entered  into  on  and 
after  said  date." 

Amendment  Increasing  Number  of  Renewals,  Not  Retroactive  to 

May  7,  1909 

Extract  from  letter  dated  February  14,  1911,  from  the  Superintendent  to 

The  Fidelity  Mutual  Life  Insurance  Company. 

• 

'^  Your  favor  of  the  10th  inst.,  referring  to  the  amendment  to 
section  97  of  the  Insurance  Law,  increasing  number  of  renewals 
that  may  be  paid  to  agents,  was  received  ♦  ♦  ♦.  You  ask: 
'  Is  the  amendment  to  section  97  retroactive  to  May  7,  1909 ! ' 

To  this  my  answer  is  no." 

SUB.  8.    COMMUTATION  OF  RENEWAL  COMMISSIONS 

Company  May  Not  Commute  Renewal  Commissions  and  Add 
Commuted  Amount  to  Commissions  on  First  Year's  Premiums 

Extract  from  letter  dated  September  21,  1906,  from  the  Superintendent  to 

Mr.  Frederick  A.  Sava^. 

"  There  is  no  provision  in  section  97  of  the  Insurance  Law 
which  permits  a  life  insurance  company  to  commute  renewal  com* 
missions  and  add  the  commuted  amount  to  commissions  on  first 
yearns  premiums/' 

Commuted  Commissions  Camiot  be  Added  to  First  Year  Comr 

missions 

Extract  from  letter  dated  January  2,  1907,  from  the  Superintendent  to  the 

Bankers   life   Insurance    Company. 

«  ♦  ♦  ♦  There  is  no  provision  in  section  97  of  the  Insur- 
ance Law  which  permits  a  life  insurance  company  to  commute 
renewal  commissions  and  add  the  first  payment  to  the  first  year's 
commission." 
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No  Ctrosa  Pwymeni  in  Lieu  of  Renewal  Gommissions 

Extract  from  letter  dated  December  13,   1906,  from  the  Superintendent  to 

Mr.  I/athrop  E.  Baldwin. 

"  *  *  *  You  quote  from  section  97  of  tho  IsBurance  Law 
the  provisions  relating  to  the  commutation  of  renewal  commis- 
sions and  ask: 

'Under  such  clause  of  law,  can  a  company  pay  as  brokerage,  no  further 
commission  compensation  on  case  to  be  received  by  agent,  a  lumped  sum  of  the 
first  year's  commission  allowed  by  law  and  at  same  time  two  renewal  com- 
missions of  7%  per  cent,  each,  making  gross  payment  on  first  year  of  first 
year's  commission  and  16  per  cent.' 

In  reply,  would  state  that  I  am  of  the  opinion  that  mich^a 
gross  payment  would  not  be  in  accordance  with  the  law.    ♦    ♦    ♦*» 

Commuted  Renewal  Commissions  are  Payable  only  from  Renewal 

Premdums 

Extract    from    letter    dated    July    8,    1909,    from    the    Superintendent    to 
Mr.  Charles  S.  Fowler,  Second  Deputy  Superintendent  of  Insuranoe. 

"  You  state  that  ^  the  first  payment  of  renewal  commissions  is 
paid  the  first  year  of  the  policy  in  addition  to  the  commission  for 
the  first  year '  and  ask  for  a  ruling  as  to  the  propriety  of  these 
payments. 

There  is  no  provision  of  section  97  of  the  Insurance  Law 
which  permits  a  life  insurance  company  to  add  the  first  payment 
of  renewal  commissions  to  the  first  yearns  commission." 

Commutation  including  Collection  Fee  Approved 

Extract  from  letter  dated  October  30,  1906,  from  the  Superintendent  to  Metro- 
politan Life  Insurance  Company. 

"  You  state  : 

"  *  In  the  table  already  alluded  to,  which  was  submitted  to  you  under  date 
of  September  11,  we  did  not  take  advantage  of  the  full  present  value  of 
commissions  running  over  a  period  of  nine  years  and  we  now  desire  to  sub- 
mit a  supplemental  table  which  includes  the  present  value  of  a  collection 
fee  of  2  per  cent,  in  the  four  years  following  the  last  year  in  which  we  pro- 
pose to  pay  a  renewal  commission  of  10  per  cent. 

"'It  will  be  seen  that  in  each  case  the  present  value  on  a  3V^  per  cent, 
basis  of  a  renewal  commiesion  of  10  per  cent,  for  five  years  and  a  2  per 
cent,  collection  fee  for  the  remaining  four  years  is  less  than  the  present  value 
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of  renewal  commiBsions  of  7^  per  cent,  for  nine  years  and  we  beg  to  aak 
for  your  approval  of  our  propo&al  to  pay  a  collection  fee  of  2  per  cent,  from 
the  seventh  to  the  tenth  year  inclusive/ 

Your  proposal  to  pay  a  collection  fee  as  aforesaid  has  mj 
approval." 

Boies  for  Commuting,  When  Approved 

Extract  from  letter  dated  October  23,  1906,  from  the  Superint^ident  to  The 

Western  Underwriter. 

"Approval  of  a  proposed  rate  for  commuting  renewal  com- 
missionS;  or  an  opinion  as  to  its  fairness,  can  only  be  given  when 
some  company  makes  application  accompanied  by  a  schedule  show- 
ing the  figures  upon  which  the  application  is  based." 

Proposed  Bate  of  Commutation  Approved 

£2ztract  from  letter  dated  September  17,  1906,  from  the  Superintendent  to 

Metropolitan  Life  Insurance  Company. 

"  Your  proposal  to  pay  10  per  cent  renewal  commissions  for 
five  years  upon  certain  of  your  policy  issues,  instead  of  7V^  per 
cent  for  nine  years  as  provided  in  section  97  of  the  Insurance 
Law,  has  my  approval." 

(See  also  letter,  dated  October  30,  1906,  from  the  Superin- 
tendent to  Metropolitan  Life  Insurance  Company,  above.) 

Idem 

Extract  from  letter  dated  October  11,  1906,  from  the  Superintendent  to  The 

Mutual  Life  Insurance  Company. 

"  Tour  proposal  to  pay  16  per  cent  renewal  commissions  for 
three  years  upon  certain  of  your  policy  issues  instead  of  7%  per 
cent  for  nine  years  and  to  pay  10  per  cent  renewal  commissions 
for  three  yeara  upon  certain  other  policies  instead  of  5  per  cent 
for  nine  years,  as  provided  in  section  97  of  the  Insurance  Law, 
has  my  approval." 

Idem 

Extract  from  letter  dated  November  14,  1906,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

"  Your  proposal  is : 

*  in  an  agency  district  subject  to  the  supervision  of  a  local  salaried  repre- 
sentative to  pay  on  10  and  16-year  endowment  policies  a  renewal  commiaaion 
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of  6  per  cent,  for  four  years,  or  5  per  cent,  for  five  years,  in  lieu  of  the 
3V^  per  cent,  for  nine  years  allowed  by  section  97  of  the  Insurance  Law.' 

This  has  my  approval." 

Idem 

Extract  from  letter  dated  November  26,   1906.  from  the  Superintendent  to 

The  Prudential  Insurance  Company. 

*'  In  certain  cases  in  districts  where  you  have  local  supervising 
representatives,  you  propose  to  *  pay  five  renewal  commissions  of 
5  per  cent,  each  on  ten  and  fifteen-year  endowments,  instead  of 
nine  renewals  of  3%  per  cent,  each.' 

This  has  my  approval." 

Idem 

Extract  from  letter  dated  January  3,  1907,  from  the  Superintendent  to  the 

Equitable  Life  Assurance  Society. 

"  Your  proposals  to  pay  15  per  cent,  for  three  years  in  lieu  of 
7%  per  cent  for  nine  years  and  to  pay  10  per  cent,  for  five  years 
and  2  per  cent,  collection  fees  for  four  years  in  lieu  of  7%  per 
cent,  for  nine  years,  have  my  approval." 


Idem 

Extract  from  letter  dated  March  20,  1907,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

"You  State: 

'  We  desire  to  have  your  authority  for  paying  the  following  in  lieu  of  nine 
renewal  commissions  of  5  per  cent,  each  on  the  ordinary  life,  limited  payment 
life,  and  endowments-  paid  by  twenty  or  more  premiums,  and  in  lieu  of  nine 
renewal  commissions  of  3  per  cent,  each  on  10  and  15-year  endowments : 

RENEWAL  OOMHISSIONB 

PLAN  2d  year      3d  year     4th  year 

Ordinary  life  12%  12%  6% 

Limited  payment  life 12  12  6 

Endowments   paid   by   20   or   more   annual 

premiums   12  12  6 

Ten  and  15-year  endowments 8  3  4 

Enclosed  are  sheets  showing  our  calculations,  based  upon  our  mortality  and 
lapse  rates.' 

The  proposed  rates  have  my  approval," 
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Idem 

fiztract  from  letter  dated  April  18,   1907,  from  the  Superintendent  to  the 

Mutual  Life  Insurance  Compaoy. 

"  Your  proposal  to  pay  two  renewals  of  9  per  cent,  and  seven 
renewals  of  2^^  per  cent  in  lieu  of  nine  renewdb  of  5  per  cent 
has  my  approval/' 

Idem 

Eztraot  from  letter  dated  December  22,  1908,  from  the  Superintendent  to  the 

Metropolitan  Life  Inauranee  Company. 

'^  I  am  in  receipt  of  jour  favor  of  the  2l8t  inst,  reading  as 

follows : 

'Under  date  of  October  26,  1906,  we  submitted  for  your  consideration  a 
table  based  upon  mortality  and  lapse  rates  for  the  purpose  of  securing  your 
approval  to  our  proposition  to  commute  nine  renewal  commissions  of  7%  per 
cent,  to  five  renewals  of  10  per  cent,  with  2  per  cent  collection  fee  for  the 
remaining  four  years. 

We  now  beg  to  submit  for  your  approval  our  proposition  to  pay  two  re- 
newals of  16  per  cent,  each,  one  of  10  per  cent  and  2  per  cent,  during  the 
remaining  six  years;  and  also  a  table  of  commuted  values  which  shows  that 
the  present  value  of  these  commissions  is  less  than  the  present  value  of  nine 
renewals  of  7%  per  cent  each.' 

Your  proposal  '  to  pay  two  renewals  of  15  per  cent  each,  one 
of  10  per  cent  and  2  per  cent  during  the  remaining  six  years/ 
has  my  approval/* 

Idem 

Extract  from  letter  dated  February  13,  1909,  from  the  Deputy  and  Acting 
Superintendent  to  the  Home  Life  Insurance  Company. 

''Your  proposal  to  commute  commissions  on  the  following 
scales:  (1)  14  per  cent,  the  first  year,  12  per  cent  the  second 
year  and  10  per  cent  the  third  year;  or  (2)  three  commissions 
of  12  per  cent  each,  in  lieu  of  nine  renewals  of  7%  per  cent 
each,  has  my  approval." 

Idem 

Extract  from  letter  dated  February  13,  1909,  from  the  Deputy  and  Acting 
Superintendent  to  the  Manhattan  Life  Insurance  Company. 

'*  Your  proposal  to  commute  nine  renewals  of  7%  per  cent  to 
three  renewals  of  16  per  cent,  and  to  commute  nine  renewals 
of  5  per  cent,  to  three  renewals  of  10  per  cent,  has  my  approval." 
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Idem 

Extract  from  letter  dated  June  29,  1909,  from  the  Superintendeat  to  the 

Phceniz  Mutual  Life  Insurance  Ck>mpan7. 

"You  write: 

'la  lieu  of  the  nine  7%  per  cent,  and  five  6  per  cent,  renewals  I  would 
request  one  12  per  cent,  renewal,  eight  7^  per  cent,  renewals  and  fire  2  per 
oent.  renewals,  and  in  lieu  of  such  commutation  the  company  would  like  to 
employ  also  the  alternative  commutation  of  two  10  per  cent,  renewals,  seven 
7%  per  cent,  renewals  and  five  2  per  cent,  renewals. 

On  premiums  under  which  the  company  is  allowed  to  pay  fourteen  5  per 
cent.  Tenewals  we  would  respectfully  request  the  privilege  of  paying  one 
9%  p^r  cent,  renewal,  eight  5  per  cent,  renewals  and  five  2  per  cent,  renewals, 
and  in  lieu  thereof  the  company  would  like  to  employ  also  the  commutation 
of  two  7^  per  cent,  renewals,  seven  6  per  cent,  renewals  and  five  2  per  cent, 
renewals.' 

The  rates  for  oommutation  stated  above  have  my  approval." 

If      * 

Idem 

Extract  from  letter  dated  August  17,  1912,  from  the  Superintendent  to  the 

Massachusetts  Mutual  Life  Insurance  Cenqpaay. 

"You  state: 

'  We  have  in  contemplation  a  change  in  our  agents'  contract  whereby  in  Ifeu 
of  a  6  per  cent,  commission  on  the  eleventh  to  the  fifteenth  premiums,  both 
inclusive,  we  shall  grant  an  ex;tra  commission  of  6  per  cent,  on  the  second  pre- 
mium, or  an  extra  commission  of  2%  per  oent.  on  both  the  second  and  third 
premiums.  We  assume  that  such  an  arrangement  will  meet  with  y^r  ap- 
proval, as  we  understand  that  several  companies  have  now  in  foroe  aa  artmnge- 
ment  of  this  nature.' 

The  proposed  commutation  is  approved,  provided  the  general 
limitation  of  the  section  be  not  exceeded." 


Idem 

Extract  from  letter  dated  December  6,  1912,  from  the  SuperfaitendMSt  to  the 

Mutual  Life  Insurance  Company. 

"  You  refer  to  certain  rates  of  commutation  of  renewal  oommiB- 
sions  approved  by  the  Superintendent  under  date  of  March  80, 
1907,  and  state  that '  Thereafter,  the  law  was  amended  authoris- 
ing companies  to  pay  five  additional  renewal  commissions  of  8^ 
per  cent,  each  on  the  renewal  premiums  of  the  tentii  to  the  four- 
teenth years,  respectively.    In  lieu  of  these  five  additicmal  renewal 
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commissions,  we  wish  your  authority  to  pay  five  renewal  commis- 
sions of  1  per  cent,  each  on  the  renewal  premiums  of  the  second 
to  the  sixth  years.' 

Your  proposal  to  pay  additional  renewal  commissions  of  1  per 
cent,  each  on  the  first  to  the  fifth  renewal  premiums,  in  lieu  of  the 
renewal  commissions  of  3%  per  cent  each  authorized  by  the  law 
on  the  tenth  to  the  fourteenth  renewal  premiums  has  my  ap- 
proval.'' 

Approval  not  Required  for  Commutation  Less  than  Bate  Already 

Approved 

Extract  from  letter  dated  March  20,  1909,  from  the  Superintendent  to  the 

John  Hancock  Mutual  Life  Insurance  Company. 

^^  I  am  of  the  opinion  that  the  clause  in  section  97  of  the  Insur- 
ance Law  which  you  quote :  ^  Provided  that  an  amount  found 
to  be  equivalent  to  the  aggregate  amount  so  payable  upon  a  fair 
commutation  approved  by  the  Superintendent  of  Insurance  and 
based  upon  mortality  and  lapse  rates  may  be  distributed  through 
three  or  more  years  but  not  more  than  two-fifths  of  such  amount 
shall  be  payable  for  any  one  year/  does  not  require  the  approval 
of  the  Superintendent  in  those  individual  cases  where  the  amounts 
proposed  to  be  paid  are  less  than  those  that  might  be  paid  under 
a  ruling  of  the  Superintendent,  previously  given  in  relation  to 
commuting  renewal  commissions." 

Btde  of  Two-Fifths,  How  Applied 

Extract  from  letter  dated  April  14,  1909,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company. 

"  Your  favor  of  the  9th  inst.  referring  to  my  letter  of  February 
13,  1909,  approving  the  commutation  of  conmiissions  proposed 
by  your  Mr.  Marshall,  has  been  received. 

You  state  that  one  of  your  general  agents  wishes  to  have  the 
privilege  of  paying  to  his  sub-agents  three  commuted  renewal 
commissions  well  within  the  permission  of  February  13th,  and 
add  that  a  question  has  been  raised  as  to  whether  the  phrase  in 
Beotion  97  of  the  Insurance  Law,  '  but  not  more  than  two-fifths 
of  such  amount  shall  be  payable  for  any  one  year,'  can  be  held 
to  apply  to  the  case  in  question,  since  the  first  commuted  renewal 
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is  more  than  two-fifths  of  the  total  of  the  three  renewal  commit 
gions  which  your  general  agent  proposes  to  pay  to  his  sub-agent 
I  am  of  the  opinion  that  the  words  quoted  apply  to  the  maxi- 
mum commuted  renewal  commission  approved  on  February  13^ 
1909,  and  that  your  general  agent  could  with  propriety  pay  to 
his  sub-agent  14  per  cent,  renewal  commission  the  second  year 
and  no  further  renewals  thereafter/' 

Commutation  of  Renewal   Commissions  Eleventh  to  Fifteenth 

Year. 

Extract  from  letter  dated  August  6,   1913,  from  the  Superintendent  to  the 

Massachusetts  Mutual  Life  Insurance  Company. 

"  You  refer  to  the  approval  of  your  plan  of  conmiuting  com- 
missions on  the  11th  to  the  15th  premiums,  given  in  my  letter 
addressed  to  your  Mr.  Charles  H.  Angell,  under  date  of  August 
17,  1912,  and  add: 

'A  somewhat  difTerent  phase  of  the  subject  now  comes  up  for  consideration, 
and  we  are  asked  by  one  of  our  agents  to  allow  a  similar  commutation  at 
this  time  of  the  special  or  additional  conunissions  for  the  eleventh  to  the 
fifteenth  years  of  insurance  on  policies  issued  on  and  after  May  7,  1909,  at 
which  time  the  agreement  to  pay  said  additional  commissions  first  went  into 
effect.  If  this  arrangement  is  made,  it  would  only  apply  to  policies  that  are 
in  full  force  at  this  time,  and  there  would  be  no  commutation  of  commissions 
on  policies  that  have  terminated  by  death  or  lapse  or  surrender.  We  beg  to 
aak  whether  such  commutation  would  have  your  approval  ? ' 

To  this  my  answer  is  yes." 

Restrictions  as  to  Commutations  Apply  Where  Agent  Ooes  to 

Another  State 

Extract  from  letter  dated  February  10,   1011,  from  the  Superintendent  to 

The  Mutual  Benefit  Life  Insurance  Company. 

"  *  *  *  You  state  that  the  second  case  relating  to  the  com- 
mutation of  commissions  '  is  that  of  a  general  agent  who  was 
transferred  from  North  Dakota  to  California;  his  North  Dakota 
contract  being  terminated,  he  desires  to  have  the  company  com- 
mute the  renewal  commissions  on  his  North  Dakota  business. 
What  restrictions  govern  us  with  respect  to  this  ? ' 

I  would  advise  you  that  the  same  restrictions  apply  to  this  as  to 
other  cases  of  commutation." 

9 
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Provisions    of    Insurance    Law    Relaiive    to    Commutaiion    of 

Commissions  Permissive,  Not  Mandatory 

Extract  from  letter  dated  February  18,  1911,  from  the  Superintendent  to 

Mr.  Patrick  McKenney,  Philadelphia,  Pa. 

"  *     *    *     You  write  as  follows : 

'  I  would  thank  you  very  much  if  you  would  please  to  state  whether  under 
the  New  York  law,  life  insurance  companies  can  commute  agents'  commissions 
if  they  want  to. 

Or  whether  under  the  said  law,  they  are  compelled  to  commute  commissions 
if  requested.' 

That  provision  of  section  97  of  the  Insurance  Law  which  relates 
to  the  commutation  of  commissions,  is  permissive  and  not  manda- 
toryJ' 

SUB.  9.    AGENCY  SUPERVISOR 

Persons  May  Occupy  Dual  Position  of  Agency  Supervisor  and 
Personal  Producer,  Provided  Expenditures  Do  Not  Exceed 
Limitations  Mentioned  in  Section 

Extract  from  letter  dated  August  10,  1906,  from  the  Superintendent  to  The 

German ia  Life  Insurance  Company. 

^^  There  is  nothing  in  the  Insurance  Law  which  prevents  you 
from  employing  persons  in  the  dual  capacity  stated  (agency 
supervisor  and  personal  producer)  nor  which  prohibits  the  ^  pay- 
ment to  such  persons  of  a  commission  for  new  business  written  by 
thepi  personally,  besides  a  salary  as  agency  supervisor,'  pro- 
vided that  in  the  aggregate  the  expenditures  on  account  of  new 
business  do  not  exceed  the  limitations  set  forth  in  section  97  of 
the  law." 

Remmning  One-third  of  Renewal  Commission  May  Accrue  to  the 

Agency  Supervisor  or  Manager 

Extract  frcnn  letter  dated  November  14,  1906,  from  the  Superintendent  to  The 

Germania  Life  Insurance  Company. 

"  You  write : 

'According  to  section  07  of  the  new  laws,  the  renewal  commission  to  dis- 
trict agents  shall  not  exceed  two-thirds  of  the  foregoing  rates,'  i.  e.,  7H  per 
cent,  and  6  per  cent,  during  nine  years. 
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We  assume  that  in  all  equity  and  according  to  the  spirit  of  the  law,  the 
remaining  14,  i.  e.,  2%  and  1%  per  cent,  accrue  to  the  agency  supervisor  or 
manager  who,  according  to  the  ruling  of  your  favor  of  August  10,  1906,  can 
act  in  the  dual  capacity  of  supervisor  and  personal  producer.' 

In  my  opinion  your  assumption  is  correct." 

Agent,  Partly  Personal  Producer  and  Partly  Assistant  to  Other 
Agents  is  Salaried  Representative  with  Reference  to  Reduction 
in  Renewal  Commissions  of  other  Agents  in  his  District 

Extract  from  letter  dated  January  2,  1907,  from  the  Superintendent  to  Massa- 
chusetts Mutual  Life  Insurance  Company. 

"You  ask: 

'In  your  opinion  is  a  person  under  contract  with  our  company  upon  our 
regular  general  agent's  form  who  is  himself  a  personal  producer  and  a  part 
of  whose  duties  is  to  solicit  for  applications  and  who  also  assists  other  gen- 
eral agents  of  the  company  in  his  locality  in  closing  business  and  who  may 
recommend  to  the  company  other  individuals  for  contracts  with  the  company, 
to  whom  advances  are  made  and  whose  compensation  is  determined  by  a 
commission  upon  the  business  done  by  himself  and  that  done  by  agents  whom 
he  may,  at  the  request  of  the  company,  assist  in  their  work,  such  a  local 
salaried  representative  as  is  contemplated  by  that  provision  in  section  97  of 
the  present  laws  of  the  State  of  New  York  in  reference  to  insurance  as  would 
work  a  reduction  in  the  renewal  commissions  of  other  agents  in  his  district ! ' 

To  this  my  answer  is  yes.'* 
(See  also  §  103,  sub.  8-c.) 

Payment  to  General  Agent  of  Salary  for  Supervising  Territory 
Outside  His  General  Agency  District,  a  Question  of  Good 
Faith 

Extract  from  letter  dated  July  13,   1914,  from  the  Superintendent  to  the 

Equitable  Life  Assurance  Society. 

"  Replying  to  your  favor  of  *  *  *,  I  would  state  that  under 
section  97  of  the  Insurance  Law  it  is  apparent  that  the  matter  is 
entirely  one  of  good  faith  as  to  whether  you  can  pay  a  general 
agent  a  salary  for  supervising  territory  outside  of  his  general 
agency  district.  In  the  limitation  part  of  section  97,  under  (2), 
it  is  stated  '  for  compensation,  not  paid  by  commission,  for  serv- 
ices in  obtaining  new  insurance  exclusive  of  salaries  paid  in  good 
faith  for  agency  supervision  either  at  the  home  office  or  at  branch 
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offices.'  Further  on  in  the  section  is  the  following  language, 
'  provided  further  that  in  any  agency  district  subject  to  the  super- 
vision of  a  local  salaried  representative  the  renewal  commission 
payable  to  agents  of  such  district  shall  not  exceed  two-thirds  of 
the  foregoing  rates  annually  for  fourteen  years,  etc.'    Under  these 

two  provisions  of  the  statute,  it  will  be  necessary  that  Mr. 's 

work  in  the  territory  to  which  you  assign  him  shall  be  confined 
practically  to  a  general  supervision  and  to  which  he  must  give  a 
proper  portion  of  his  time  and  energy,  and  the  company  must  be 
able  to  justify  the  good  faith  of  his  contract  in  the  triennial 
examination  of  the  company  by  this  Department. 

Under  these  circumstances,  if  there  is  apparently  a  need  in 

the  district  referred  to  of  a  salaried  inspector,  and  Mr.  

18  able  to  properly  attend  to  that  work  without  neglecting  his  own, 
this  Department  can  see  no  objection  to  it  legally." 

Form  Letter  Allowing  Traveling  Expenses  to  Agency  Supervisors, 

For  Use  of  Company 

Extract  from  letter  dated  July  14,  1914,  from  the  Superintendent. 

Draft  in  letter  enclosed  to : 

Dear  Sir: 

Referring  to  your  contract  with  this  company  dated  ,  it  is 

hereby  understood  and  agreed  that  you  are  to  devote  your  entire  time  and 
interests  to  the  securing  of  insurance  for  the  company  and  to  the  securing  and 
directing  of  agents,  and  to  the  performance  of  such  other  duties  as  will  be 
for  the  best  interests  of  the  company. 

Until  further  notice  the  company  will  allow  you,  on  account  of  your 
services  as  agency  supervisor,  the  actual  amount  of  the  traveling  expenses 
Incurred  by  you,  not  to  exceed  dollars  a  month. 

A  statement  covering  the  paid-for  business  from  your  agency  should  be  sub- 
mitted to  the  company  at  the  end  of  each  month. 

SUB.  10.    LOAN  OR  ADVANCE  TO  AGENT 

If  Made  hy  General  Agent  on  Behalf  of  Company  Prohibited; 

Otherwise  Not 

Extract  from  letter  dated  June  21,  1006,  from  the  Deputy  Attorney-Cteneral 

to  the  Superintendent  of  Insurance. 

"  If,  therefore,  it  could  be  shown  that  the  general  agent  made 
the  loan  or  advance  on  behalf  of  the  insurance  company,  or  under 
any  agreement  with  it,  it  is  within  the  prohibition  of  the  statute; 
otherwise  not" 
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Advances  Against  Renewal  Commissions  Must  Cease  Jan.  1,  1907 

Extract  from  letter  dated  July  10,   1006,  from  the  Superintendent  to  The 

National  Life  Insurance  Company  of  Vermont. 

"  I  am  in  receipt  of  your  favor  of  the  5th  inst.,  relating  to 
the  following  paragraph  of  section  97  of  the  Insurance  Law  of 
this  State: 

*Ko  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf  or 
under  any  agreement  with  it,  shall  make  any  loan  or  advance  to  any  person, 
firm  or  corporation  soliciting  or  undertaking  to  solicit  applications  for  in- 
■orance  without  adequate  collateral  security,  nor  shall  any  such  loan  or  ad- 
yance  be  made  upon  the  security  of  renewal  commissions,  or  of  other  com- 
pensation earned  or  to  be  earned  by  the  borrower  except  advances  against 
compensation  for  the  first  year  of  insurance.' 

It  is  my  opinion  that  the  operation  of  this  paragraph  is  de- 
ferred until  January  1,  1907." 


Office  Expetises  May  Not  Be  Advanced 

Extract   from   letter   dated  January   10,   1907,   from  the  Superintendent   to 

,  General  Manager. 

"  Your  favor  *  *  *  relating  to  ^  advances '  by  a  life  insur- 
ance company  to  a  general  agent  or  manager,  was  received  by 
due  course  of  mail. 

Section  97  of  the  Insurance  Law  relating  to  the  limitation  of 
expenses  of  domestic  life  insurance  corporations  provides  that : 

'  No  such  corporation  nor  any  person,  firm  or  corporation  on  its  behalf  or 
under  any  agreement  with  it  shall  make  any  loan  or  advance  to  any  person, 
firm  or  corporation  soliciting  or  undertaking  to  solicit  applications  for  insur- 
ance without  adequate  collateral  security,  nor  shall  any  such  loan  or  advance 
be  made  upon  the  security  of  renewal  commissions  or  of  other  compensation 
earned  or  to  be  earned  by  the  borrower  except  advances  against  compensation 
for  the  first  year  of  insurance.' 

I  am  of  the  opinion  that  this  provision  will  not  permit  the 
advance  to  you  by  your  company  of  the  '  entire  amount  (or  a 
portion  thereof)/  of  the  sum  allowed  for  office  expenses,  etc." 
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General  Agent  Who  Makes  Loans  to  Soliciting  Agent  in  Same 
Company  is  Making  Loans  on  Behalf  of  Company 

Extract  from  letter  dated  March  31,  1909,  from  the  Counsel  to  the  Department 

to  Mr.  Charles  T.  Brockway. 

^^  The  Department  cannot  see  how  it  can  be  said  that  a  general 
agent  who  makes  advances  or  loans  to  an  agent  who  is  soliciting 
business  for  the  insurance  company  represented  by  the  general 
agent  is  not  making  such  advances  or  loans  on  behalf  of  the  in- 
surance company.  Accordingly,  we  should  say  that  such  advances 
or  loans,  if  made,  would  be  in  conflict  with  the  laws  of  this  State/' 


The  Words  '*  Loan "  and  **  Advance "  are  to  he  Considered  as 
Synonyms  and  May  Not  Now  be  Made  on  the  Security  of 
Renewal  Commissions  Arising  under  a  Contract  in  Rffeci 
Before  the  Passage  of  the  Present  Law  Unless  Specifically 
Provided  for  Therein 

Extract  from  letter  dated  April   5,    1909,  from  the  Superintendent  to  the 

John  Hancock  Mutual  Life  Insurance  Company. 

*'  Your  favor  of  the  2d  inst,  relating  lo  a  loan  to  an  agent,  has 
been  received. 

You  quote  that  part  of  section  97  of  the  Insurance  Law  which 
prohibits  the  making  of  loans  or  advances  upon  the  security  of 
renewal  commissions  and  write  as  follows: 

*  T'he  opinion  of  the  State  authorities  is  respectfully  asked  upon  the  defini- 
tion of  the  term  '  advance/  Suppose  a  company  were  to  make  a  loan  to  an 
agent  upon  the  basis  of  renewal  premiums  to  which  he  had  become  entitled 
under  a  contract  and  business  in  effect  before  the  establishment  of  the  present 
law,  would  such  a  loan,  if  lawful  in  itself,  constitute  in  any  sense  an  'ad- 
vance,' within  the  meaning  of  this  section  ? ' 

I  am  of  the  opinion  that  for  the  purposes  of  the  law  the  words 
*  loan '  and  '  advance '  are  to  be  considered  as  synonyms  and 
further  that  no  loan  or  advance  may  now  be  made  upon  the 
security  of  renewal  commissions  arising  *  under  a  contract  and 
business  in  effect  before  the  establishment  of  the  present  law,' 
unless  such  contract  specifically  provided  for  the  making  of  such 
loan  or  advance." 

(See  §  101,  new,  subs.  7  and  8,  "  Policy  Loans.") 
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SUB.  11.    ADVANCES  AGAINST  FIRST  YEAR  COMMISSIONS 

Advances  to  Agents  on  Sole  Security  of  Compensation  to  be 
Earned  by  Writing  New  Bttsiness  Allowed 

Extract  from  letter  dated  October  5,    1907,   from  Superintendent  to  The 

National  Life  Insurance  Company. 

"  Your  favor  of  the  25th  ult.  relating  to  the  phrase  '  except  ad- 
vances against  compensation  for  the  first  year  of  insurance/  was 
received.    *    *    * 

Ton  ask  if  this  phrase,  found  in  that  provision  of  section  97 
of  the  Insurance  Law  which  prohibits  the  making  of  any  loan 
or  advance  without  adequate  collateral  security,  '  does  authorize 
advances  to  agents  upon  the  sole  security  of  compensation  -to  be 
earned  by  writing  new  business.^ 

i  am  of  the  opinion  that  the  phrase  does  authorize  such  ad* 
vances." 

But  Such  Advances  Must  be  Made  in  Oood  Faith 

Extract  from  letter  dated  July  12,  1906,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

''  I  am  of  the  opinion  that  advances  may  be  made  to  agents  so 
long  as  the  aggregate  of  the  four  items  for  the  first  year's  ex- 
penses does  not  exceed  the  maximum  provided  by  law  and  pro- 
vided always  that  the  advances  are  made  in  good  faith." 

Advances  Against  Renewal  Commissions  on  and  after  January 

1,  1907,  Prohibited 

Extract  from  letter  dated  December  20,  1906,  from  the  Superintendent  to  the 

Massachusetts  Mutual  Life  Insurance  Company. 

"  Your  favor  of  the  15th  inst.  relating  to  advances  to  agents 
has  been  received. 

Section  97  of  the  Insurance  Law  provides  that : 

*^o  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf  or 
nndcr  any  agreement  with  it,  shall  make  any  loan  or  advance  to  any  person, 
firm  or  corporation  soliciting  or  undertaking  to  solicit  applications  for  in- 
■uranee  without  adequate  collateral  security,  nor  shall  any  such  loan  or  ad- 
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vance  be  made  upon  the  security  of  renewal  commissions  or  of  other  com- 
penaation  earned  or  to  be  earned  by  the  borrower  except  advances  against 
compensation  for  the  first  year  of  insuranoe.' 

This  very  clearly  prohibits  the  making  of  advances  against 
any  renewal  commissions  on  and  after  January  1,  1907." 


SUB.  12.    DOMESTIC  CORPORATIONS  OR  FOREIGN  CORPORATIONS 

Law  is  Silent  as  to  Contracts  of  General  Agents  with  Their 

Sub-agents 

Extract  from  letter  dated   September  21,  1906,  from  the  Superintendent  to 

Mr.  Frederick  A.  Savage. 

"  The  limitations  as  to  expenses  apply  to  life  insurance  com- 
panies doing  business  within  this  State.  As  to  contracts  of  a 
general  agent  with  his  sub-agents  the  law  is  silent." 


Foreign  Companies  Must  Comply  with  Section 

Foreign  companies  must  comply  with  section  97  as  to  limitation 
of  expenses. 

(See  Op.  A.  G.,  Sept.  1,  1906.) 


Last  Sentence  of  Section  Applies  to  Life  Insurance  Corporations 

of  Other  States 

Extract   from    letter   dated   October   5,    1906,   from   the   Superintendent   to 

The  National  Life  Insurance  Company. 

"  The  last  sentence  of  this  section  reads  as  follows : 

*ThiB  section  shall  not  apply  to  expenses  made  or  incurred  in  the  business 
of  industrial  insurance  nor,  except  aa  to  the  limitation  of  expenses  for  the 
first  year  of  insurance  and  as  to  compensation  of  and  loans  and  advances  to 
agents  or  solicitors,  to  stock  corporations  issuing  and  representing  themselves 
as  issuing  nonparticipating  policies  exclusively.' 

This  applies  equally  as  well  to  life  insurance  corporations  of 
Qtb^r  States  as  to  those  of  this  Stftt^," 
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Section  Applies  io  Foreign  Life  Insurcmce  Companies  Doing 

Business  in  This  State 

Extract  from  letter  dated  November  15,   1006,  from  the  Superintendent  to 

Mr.  W.  A.  Barton. 

"  Your  favor  of  the  12th  inst.,  relating  to  limitation  of  ex- 
penses of  foreign  life  insurance  companies,  has  been  received. 

Computations  for  expenses  are  to  be  made  by  calendar  years 
irrespective  of  the  localities  where  policies  are  issued  or  delivered. 

The  provisions  of  the  Insurance  Law  relating  to  the  expenses 
of  life  insurance  companies,  apply  to  all  life  insurance  companies 
doing  business  within  this  State." 

Idem 

Extract  from  letter  dated  October  3,  1912,  from  the  Superintendent  to  the 

Northwestern  Mutual  Life  Insurance  Company. 

"  Section  97  of  the  Insurance  Law  provides  certain  limitations 
for  expenses  of  domestic  life  insurance  corporations.  The  section 
further  provides:  'A  foreign  life  insurance  corporation  which 
shall  not  conduct  its  business  within  the  limitations  and  in  accord- 
ance with  the  requirements  imposed  by  this  section  upon  domestic 
corporations  shall  not  be  permitted  to  do  business  within  the 
State/  " 

Limitation  Applies  to  General  Agents  of  Foreign  Companies 
Authorized  to  Do  Business  in  This  State  Wherever  Said  Agents 
May  he  Located 

Extract   from   letter   dated   October    7,    1907,   from   Superintendent   to   The 

Eastern  Underwriter. 

"  Tour  favor  of  the  4th  inst.  in  which  you  quote  from  my  letter 
to  Mr.  Charles  Jerome  Edwards  under  date  of  September  26, 
1907,  has  been  received. 

I  am  of  the  opinion  that  the  clause  you  quote,  '  The  legisla- 
tive intent  was  that  no  life  insurance  corporation  nor  agent  thereof 
should  expend  or  become  liable  for  expenses  in  excess  of  the  limi- 
tation prescribed,'  does  apply  to  general  agents  of  life  insurance 
companies  of  other  States  authorized  to  do  business  in  this  State, 
wherever  said  general  agents  may  be  located." 
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New  York  Company  Reinsuring  Bvsiness  of  Foreign  Company 
May  Not  Assume  Contracts  to  Pay  First  Year  and  Renewal 
Commissions  in  Excess  of  Maximum  Allowed  by  New  York 
Laws 

Kxtract  from  letter  dated  October  9,  1911,  from  the  Superintendent  to  the 

Travelers  Insurance  Company. 

"*     *     *     You  State: 

'There  is  a  small,  young  life  company  in  the  West  which  I  understand 
is  solvent  and  legally  conducted,  but  for  reasons  of  its  own  (which  I  assume 
are  not  subject  to  criticism)  wishes  to  reinsure  its  entire  business.  Its 
rate  of  commission  the  first  year  and  its  renewals  and  its  general  expense 
rate  have  been  in  excess  of  the  maximum  allowed  under  the  New  York 
Law.  The  company  has  never  done  business  in  the  State  of  New  York.  Its 
agents  have  contracts  with  the  company  entitling  them  to  renewal  commis- 
sions in  excess  of  the  maximum  allowed  by  the  'New  York  Insurance  laws. 

Would  it  be  lawful  for  the  Travelers  Insurance  Company,  which  is  doing 
business  in  the  State  of  New  York  and  intends  to  continue  doing  business 
in  the  State  of  New  York,  to  reinsure  the  business  of  this  company;  and  in 
the  case  of  such  business  as  is  reinsured  and  continued  in  force,  pay  to 
the  original  agents  the  full  commissions,  first  year  and  renewals,  called 
for  by  their  contracts  on  all  premiums  collected  on  the  reinsured  policies 
after  date  of  reinsurance,  assuming  that  in  many  cases  the  amount  would 
be  materially  in  excess  of  the  maximum  allowed  under  the  New  York  Lawt' 

The  limitations  of  section  97  of  the  Insurance  Law  as  they 
apply  to  your  company  must  not  be  exceeded." 

SUB.  14.    STOCK  CORPORATIONS^  WHEN  EXCEPTED 

Stock  Company  Not  Relieved  from  Limitations  as  to  Renewal 

Commissions 

Extract  from  letter  dated  June  4,   1907,  from  the  Superintendent*  to  The 

Washington  Life  Insurance  Company. 

"  Tour  favor  of  the  27th  ult.,  relating  to  the  last  clause  of 
section  97  of  the  Insurance  Law,  has  been  received. 

You  wish  to  be  advised  whether,  or  not,  under  the  clause  re- 
ferred to  '  a  stock  company  is  relieved  from  limits  as  to  renewal 
commissions.' 

In  my  opinion  this  clause  which  relieves  '  stock  corporations 
issuing  and  representing  themselves  as  issuing  non-participating 
policies  exclusively,'  from  the  application  of  certain  provisions  of 
the  section,  does  not  relieve  such  corporations,  '  from  limits  as  to 
renewal  commissions/  " 
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Section  98  —  Salaries  of  Officers  and  Agents  —  When 

Fixed  by  Board  of  Directors 

SUB.  2.    CONTRACT  FOR  SALARY  LIMITED  TO  TWELVE  MONTHS 

Salaries  of  Officers  Must  he  Fixed  at  Least  Once  Every  Year 

Extract  from  circular  letter  dated  July  27,  1909,  from  the  Superintendent  to 

each  Domestic  Life  Insurance  Company. 

"At  a  hearing  on  a  recent  examination  *  *  *  the  follow- 
ing rulings  were  made^  of  which  your  company  will  please  take 

notice : 

•  *«««««**« 

'II.  That  tection  98  of  the  Insurance  Law  prohibits  a  domeetic  life  in- 
surance company  from  making  salary  agreements  with  its  officers  which  will 
extend  beyond  a  period  of  twelve  monthe  from  the  date  of  such  agreements, 
and  that^  therefore,  the  salaries  of  the  officers  of  such  a  company  must  be 
fixed  at  least  onoe  every  year.    •    •    • '" 

(See  also  §  97,  sub.  5.) 

SUB.  8.    PENSION  TO  OFFICER,  DIRECTOR  OR  TRUSTEE  FORBIDDEN 

Company  May  Establish  Pension  Fund  for  Employees  Other 

Than  Officers  and  Directors 

Extract  from  letter  dated  October  1,  1908,  from  the  Superintendent  of  Insur- 
ance to  The  German ia  Life  Insurance  Company. 

«  ♦  *  #  jijjg  Department  will  recognize  the  power  of  your 
company  to  lawfully  establish  a  fund  and  a  system  of  distribut- 
ing a  pension  among  its  employees  other  than  officers  and  direc- 
tors.   ♦    *    * 

Under  the  provisions  of  the  Insurance  Law  it  is  important 
that  there  shall  not  be  any  contractual  relations  between  the  com- 
pany and  its  employees  as  to  a  pension  fund.  No  contract  with 
employees  may  be  made  or  extended  with  any  provision  to  the 
effect  that  the  employee  shall  participate  in  the  pension  fund  as 
a  consideration  for  his  employment.  Payments  from  the  pension 
fund  so  established  must  be  voluntary  on  the  part  of  the  company 
and  provided  for  in  such  manner  that  payments  can  be  suspended 
or  terminated  at  any  time  and  if  so  suspended  or  terminated  the 
employee  shall  have  no  cause  of  action  against  the  company." 
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Section  100  —  Investments 

SUB.  1.    BONDS  SECURED  BY  ADEQUATE  COLLATERAL  SECURITY 

Investment  in  Railroad  Collateral  Improvement  Notes  Prohibited 

Extract  from  letter  dated  May  18,  1906,  from  the  Superintendent  to  The 

Equitable  Life  Assurance  Society. 

"  Your  communication  of  the  15th  instant  in  re  purchase  of 
$5,000,000  of  the  Pennsylvania  Oompany^s  proposed  issue  of  Col- 
lateral Improvement  Notes  maturing  December  1,  1907,  and  re- 
questing Department  approval  thereto,  is  received. 

The  securities  in  question  fall  in  that  class  expressly  referred 
to  in  section  36  of  chapter  326  of  the  laws  of  this  year  (§  100  of 
the  Insurance  Law)  as  investments  not  allowable  after  June  1, 
1906.  For  that  reason,  I  do  not  feel  that  the  Department  can  give 
approval  to  such  a  purchase  at  this  time,  believing  that  such  an 
act  would  be  in  contravention  to  the  spirit  of  the  amended  insur- 
ance law." 

Meaning  of  the  Words  "  Government  '*  and  "  Adequate  Collateral 

Security  " 

Extract  from  letter  dated  September  6,  1906,  from  the  Superintendent  to  the 

Security  Mutual  Life  Insurance  Company. 

**  Your  favor  of  the  1st  inst.  relating  to  loans  on  bonds  by  life 
insurance  corporations,  is  received.  Replying  to  your  first  ques- 
tion, I  would  state  that  the  word  '  government,'  as  used  in  section 
100  of  the  Insurance  Law,  is  not  necessarily  limited  to  the  United 
States.  »  *  *  Life  insurance  corporations  of  this  State  can 
invest  in  or  loan  upon  the  '  government '  bonds  of  those  foreign 
countries  only  in  which  they  transact  business.  To  your  second 
question  I  would  reply  that  sections  16  and  100,  read  together, 
limit  the  collateral  which  may  be  accepted  to  such  securities  as 
the  corporation  is  authorized  to  invest  its  surplus  funds  in.  *  *  * 
The  provision  of  section  100,  that  a  corporation  shall  not  '  loan 
upon  any  bonds  or  obligations  which  shall  not  be  secured  by 
adequate  collateral  security,  *  ♦  *  *  applies  to  those  bonds  or 
obligations  of  private  corporations  whose  issue  is  based  upon  the 
deposit  of  shares  of  stock.    *    ♦    ♦  " 
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Idem 

Mere  unsecured  additioual  promises  of  parties  already  liable 
to  pay  bonds  are  not  adequate  collateral  security, 
(See  Op.  A.  G.  Aug.  9,  1911.) 

SUB.  3.  APPROVAL  OF  SALES  OF  STOCK 

Sales  of  Securities  May  he  Made  Without  First  Obtaining  Ap- 
proval of  Superintendent 

Extract  from  letter  dated  May  28,  1906,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

"  Replying  to  your  letter  of  the  23d  inst,  it  is  my  opinion 
that  under  the  provisions  of  section  36  of  chapter  326  of  the 
session  laws  of  this  year  (§  100  of  the  Insurance  Law),  the 
directors  of  your  company  are  at  liberty  to  sell  stocks  and  securi- 
ties in  such  amounts  and  at  such  times  as  the  directors  shall  deem 
best,  and  thereafter  report  such  sales  to  this  Department.  I  am 
not  of  the  opinion  that  it  will  be  necessary  to  first  obtain  my  ap- 
proval in  writing  before  such  sales  are  made." 

Promissory  Notes  Secured  by  Pledge  of  Stocks  Sold  May  Not  Be 

Accepted 

Domestic  life  company  owning  stocks  of  certain  corporations 
may  not  sell  same  in  consideration  for  promissory  notes  secured 
by  such  stock  sold. 

(See  Op.  A.  G.,  March  4,  1908.) 

Question  of  Investment  in  Unauthorized  Securities  within 

Discretion  of  Superintendent 

The  question  of  whether  a  life  company  in  order  to  comply 
with  section  100  requiring  a  company  to  make  each  year  such 
reduction  of  its  holdings  of  a  certain  class  of  securities  as  shall 
be  approved  by  the  Superintendent  of  Insurance,  may  acquire  as 
a  part  of  the  transaction  certain  securities  in  which  it  is  forbidden 
to  invest,  is  one  which  lies  within  the  discretion  of  the  Superin- 
tendent. 

(Op.  A.  G,  Dec.  16,  1911.) 
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Investment  in  Bonds  of  Southern  Canadian  Railway 
(See  Op.  A.  G.  Dec.  26,  1912,  §  16,  sub.  6.) 

Investment  in  Bailway  Equipment  Notes 
(See  Op.  A.  G.  June  16,  1913,  §  16,  sub.  5.) 

SUB.  4.    AUTHORIZATION  OF  INVESTMENT  BY  BOARD  OF  DIRECTORS 

Surplus  May  Be  Invested  in  Bonds  of  Any  Private  Corporation 
(See  letter  dated  Sept.  6,  1906,  from  the  Superintendent  to 
the  Security  Mutual  Life  Insurance  Company,  §  16,  sub.  3.) 

Loans  on  Collateral  by  Domestic  Life  Insurance  Company  Must 
be  Made  by  Board  of  Directors,  or  by  a  Committee  Thereof 

Extract  from  circular  letter  dated  July  27,   1909,  from  the  Superintendent 

to  each  Domestic  Life  Insurance  Company. 

"At  a  hearing  on  a  recent  examination  *  *  ♦  the  follow- 
ing rulings  were  made,  of  which  your  company  will  please  take 
notice : 

1.  That  loans  on  collateral  made  by  a  domestic  life  insurance  company 
must  be  made  either  by  the  board  of  directors  of  such  company  or  by  a 
committee  thereof  charged  with  the  duty  of  supervising  such  loans;  and  that, 
consequently,  loans  made  by  the  preirident  or  any  other  officer  of  such  a 
company,  merely  on  an  authorization  from  the  board  of  directors  or  such  a 
committee,  are  not  made  in  accordance  with  section  100  of  the  Insurance 
Law.  it  i«  thought  that  this  view  applies  also  to  substitutions  of  collateral 
after  such  a  loan  shaU  have  been  made.     •    •    •" 

Control  Over  Insurance  Properly  May  Not  Be  Vested  in  Outside 

Party 

An  insurance  company  may  not  enter  into  a  bondholders' 
agreement  whereby  trustees  under  the  same  have  irrevocable 
authority  over  and  legal  title  to  the  bonds  on  which  the  company 
has  a  lien  is  vested  in  outside  trustees. 

(See  Op.  A.  G.  Jan.  17,  1908.) 

(See  also  Rulings  cited  under  Section  16  —  Investment  of 
Capital  and  Surplus.) 
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Section  101  (Old)  —  Standard  Forms  of  Policies 

SUB.  1.    APPLICATION  OF  SECTION 

Foreign  Life  Insurance  Companies  ^Yere  Not  Required  to  Issue 

Standard  Policy  Forms 

Extract  from  letter  dated  September  I,  1906,  from  the  Attorney-General  to 

the  Superintendent  of  Insurance. 

^'  I  am  of  the  opinion  that  foreign  life  insurance  corporations 
are  not  required  to  conform  with  the  standard  forms  of  policies 
provided  for  in  the.  act.  Section  101,  which  sets  forth  in  detail 
the  four  standard  forms,  specifically  refers  to  all  policies  of  in- 
surance other  than  industrial  policies  issued  or  delivered  within 
this  State  by  any  domestic  life  insurance  corporation." 

Forms  of  Policies  Issued  by  Life  Insurance   Corporations  of 

Other  States 

Extract  from  letter  dated  December  2,   1907,  from  the  Superintendent  to 

Berkshire  Life  Insurance  Company. 

"  Section  101  of  the  Insurance  Law  of  this  State  relating  to 
standard  forms  of  policies  applies  only  to  those  issued  by  domes- 
tic life  insurance  corporations.  The  Superintendent  is  charged 
with  no  duties  in  connection  with  the  forms  of  policies  issued  by 
life  insurance  corporations  of  other  states  doing  business  within 
this  State,  and  can  express  oflScially  no  opinion  thereon." 


Translation  of  Standard  Policy  into  French  Language 

Extract  from  letter  dated  October  26,  1906,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

"  Your  favor  of  the  25th  inst.  relating  to  standard  forms  of 
policies  to  be  issued  by  your  company  for  delivery  in  the  Prov- 
ince of  Quebec,  is  received. 

I  am  of  the  opinion  that,  for  the  purpose  stated,  a  translation 
into  the  French  language  of  the  standard  policy  forms  prescribed 
in  section  101  of  the  Insurance  Law,  would  be  a  compliance  with 
the  requirements  lliereof." 
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Policies  Issued  to  Residents  of  New  York  State  in  1906  and  Paid 
for  in  1907  Must  Be  Recalled  if  Not  Written  on  Standard 
Forms 

Extract  from   letter  dated  November   21,   1906,  from   the  Superintendent  to 

Metropolitan  Life  Insurance  Company. 

"  You  ask : 

'  Whether  policies  issued  in  1906  on  which  the  first  premium  is  paid  in 
1907  are  to  be  considered  as  having  been  issued  in  1907,  as  would  ordinarily 
be  the  case  with  policies  reported  in  this  manner  and,  if  so,  would  it  be 
necessary  to  recall  all  such  policies  and  reissue  them  on  standard  forms?' 

To  this  my  answer  is  ves." 


Deferred  Dividend  arid  Non-Participating  Plans  in  Mutual  Vom- 
pany  Issued  in  190G,  Not  Completed  Until  1907 

Extract  from  letter  dated  November  27,    1906,  from  the  Superintendent  to 

New  York   Life   Insurance  Company. 

''As  to  your  inquiries  on  the  question  as  to  what  business  the 
provisions  of  the  new  Insurance  Law  relating  to  deferred  divi- 
dends, prohibiting  both  participating  and  non-participating  insur- 
ance, requiring  standard  forms  of  policies,  relating  to  surrender 
values,  will  apply;  that  is,  whether  business  commenced  in  1906 
but  not  completed  until  1907  will  come  under  the  new  law  or  not, 
I  have  to  say  I  have  considered  that  provision  in  all  the  appli- 
cation forms  used  by  your  company  as  follows: 

*That  the  insurance  hereby  applied  for  shall  not  take  effect  unless  the 
premium  is  paid  and  the  policy  delivered  to  me  during  my  lifetime  and  that, 
unless  otherwise  agreed  in  writing,  the  policy  shall  then  relate  back  to  and 
take  effect  as  of  the  date  of  this  application.' 

I  have  also  considered  your  customary  forms  of  policies  which 
contain  no  date,  but  which  do  provide  that :    '  This  policy  shall 

take  eflFect  as  of day  of 190 — ; '  the  blanks  in  the 

above  form  being  filled  in  with  the  same  date  as  contained  in  the 
application.  Under  this  state  of  facts,  in  my  opinion,  the  busi- 
ness so  done  will  be  deemed  business  for  the  year  in  which  the 
application  is  dated  and  it  is  agreed  that  the  policy  shall  become 
eflFective  and  the  provisions  of  law  in  foTQe  at  the  date  of  the 
application  will  control  the  contract,'* 
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Endorsements  on  Standard  Policies 

Extract    from   letter   dated    December   3,    1906,   from   the   Superintendent   to 

The  Equitable  Life  Assurance  Society. 

"As  endorsements  on  the  backs  of  standard  policies  or  sup- 
plementary contracts  are  no  part  of  the  contracts,  I  prefer  to 
express  no  opinion  in  regard  to  them." 

Special  Clause  in  Standard  Form  Whe7i  Insured  is  About  to  go 

to  Tropics 

Kxtract    from   letter   dated    December    13,    1906,   from   the   Superintendent  to 

New  York  Life   Insurance   Company. 

"From  your  favor  of  the  11th  inst.  T  quote  as  follows: 

*  We  occasionally  have  a  case  of  a  party  residing  in  the  State  of  New 
York  at  the  time  when  we  insure  him,  but  who  is  about  to  go  to  the  Tropics. 
In  such  a  case  we  charge  the  suitable  premium  for  the  region  to  which  the 
party  is  going  and  place  a  special  clause  in  the  policy  agreeing  that,  if  he 
returns  and  takes  up  his  residence  again  in  a  temperate  zone,  the  premium 
shall  be  reduced  to  the  domestic  rate.  Is  it  proper  for  us  to  insert  such  a 
special  clause  in  issuing  a  policy  on  the  standard  form  ? ' 

In  my  opinion  the  insertion  of  such  a  clause  in  the  policy 
form  under  the  circumstances  mentioned  would  be  proper." 


Endorsements  on  Standard  Forms 
(See  §  58,  sub.  3.) 

Removal  of  Lien  Under  Deferred  Dvvidend  Policies 

Extract   from   letter    dated   January   24,    1907,   from    the   Superintendent   to 

New. York  Life  Insurance  Company. 

"  Your  favor  of  the  l7th  inst.,  relating  to  substandard  or  under- 
average  risks  with  liens  and  deferred  dividends,  was  received  by 
due  course  of  mail. 

You  state: 

'It  happens  occasionally  that,  upon  re-cxamination  of  the  insured  within 
Bome  months  after  his  insurance  or  upon  further  information  of  the  facts, 
we  find  the  risk  a  better  one  than  we  had  rated  it  at  the  time  of  the  original 
application  and  in  such  cases  we  are  sometimes  willing  to  remove  the  lien, 
issuing  a  changed  policy  from  the  original  date  CQVcring  the  full  f^ce  of  th« 
insurancei 
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The  question  is  whether  such  a  change  as  this,  which  increases  the  amount 
of  immediate  protection  upon  the  life  though  not  the  amount  of  ultimate 
protection,  is  the  issue  of  new  insurance  upon  the  deferred  dividend  plan  in 
the  year  1907.' 

I  am  of  the  opinion  that  such  a  change  as  mentioned  is  not 
an  '  issue  of  new  insurance  upon  the  deferred  dividend  plan  in 
the  year  1907.' " 


Paid-up  Given  for  Surrendered  Policy 

Extract  from  letter  dated  March  12,  1907,  from  the  Superintendent  to  Metro- 
politan Life  Insurance  Company. 

"  In  your  favor  of  the  9th  inst.  you  ask: 

'Are  we  correct  in  assuming  that  a  paid-up  policy,  given  in  lieu  of  the 
surrender  of  a  policy  issued  prior  to  January  1,  1907,  and  bearing  a  new 
number  with  current  date  and  attained  age,  is  to  be  considered  as  a  con* 
tinuance  of  the  original  insurance  either  in  whole  or  in  part  and  can  be 
written  on  the  old  form  of  paid-up  blank  in  use  prior  to  January  1,  1907  7 ' 

I  am  of  the  opinion  that  such  a  change  of  policies  may  be 
made  by  your  company.  If  the  paid-up  is  to  be  considered  as  a 
continuance  of  the  original  policy  it  should  preferably  be  carried 
upon  the  original  number,  date  and  age ;  this  will  lessen  liability 
to  error  in  valuation.  If  thought  best,  the  number  could  have  a 
letter  attached." 


Special  Clause  in  Standard  Form  When  Insured  is  a  Minor 

Extract  from  letter  dated  July  9,  1907,  from  the  Superintendent  to  New 

York  Life  Insurance  Company. 

"You  state: 

'  For  a  number  of  years  past  it  has  been  the  custom  of  this  company  to 
issue  policies  on  the  lives  of  children  between  the  ages  of  fifteen  and  twenty- 
one,  using  the  same  premium  rates  as  at  age  twenty-one.  As  all  these  policies 
are  issued  on  the  lives  of  minors,  we  have  added  a  special  clause  to  the 
policy,  reading  as  follows: 

'The  application  for  insurance  on  which  this  policy  was  issued  having 
been  made  by  the  father  of  the  minor  insured,  it  is  understood  and  agreed 
that  the  insurance  contract  is  made  with  the  father,  and  that  any  transaction 
between  the  company  and  the  father,  or,  in  case  of  the  prior  death  of  the 
father,  between  the  company  and  the  guardian  of  the  insured,  with  reference 
to  this  policy,  shall  be  valid  without  notice  to,  or  consent  of,  the  insured 
dvriag  minority.    It  it  ake  understood  and  agreed  that  after  majority  the 
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company  shall  deal  directly  with  the  insured  as  though  the  insurance  contract 
had  been  made  with  him  originally.' 

'  We  still  continue  to  use  this  clause  in  policies  issued  on  the  lives  of 
minors  in  other  states.  Do  you  see  any  objection  to  adding  a  similar  clause 
to  the  standard  policy  form  of  the  State  of  New  York  in  such  cases  ? ' 

In  answer  would  state  that  I  see  no  objection  to  the  endorsing 
of  the  above  special  clause  upon  the  standard  policy  form  of  this 
State  when  necessary  to  fully  explain  the  contract." 

Changes  in  Deferred  Dividend  Policies  Issued  Prior  to  January 

1,  1907 

(See  §  83,  sub.  2.) 


SUB.  A  2.  PERIOD  OF  GRACE  IN  POLICY  ON  MONTHLY  PAYMENT 

PLAN 

Company  May  Not  Omit  "  Orace  Clause  '*  from  Policies  on 
Monthly  Payment  Plan;  "Industrial  Insurance^*  Defined 

Extract  from  letter   dated  May  0,   1907,  from  the  Superintendent  to  The 

Washington  Life  Insuranoe  Company. 

"You  ask: 

*  In  your  opinion,  would  the  monthly  payment  plan,  even  if  used  for  policies 
for  large  amount,  come  under  the  class  of  ' industrial  insurance'  and  thus 
give  the  option  to  the  company  to  cut  out  the  grace  clause? ' 

In  my  opinion,  policies  such  as  you  mention  cannot  be  con^ 
sidered  as  '  industrial  insurance '  policies. 

Enclosed  herewith  you  will  please  find  copy  of  letter  from 
Vice-President  Haley  Fiske  of  the  Metropolitan  Life  Ins.  Co. 
relating  to  the  definition  of  the  words  ^  industrial  insurance.'  '^ 

*'The  Metbopoutak  Lnrs  Insurance  Ck>., 

New  York  Crrr,  February  14,  1907. 
"Hon.  Otto  Kelset,  Buperintendeni  of  Inauranoef  Albany ,  N,  Y. 

Deab  iSiES. —  In  reply  to  your  letter  of  the  eleventh,  I  do  not  remember  any 
Court  decision  defining  what  is  termed  industrial  insurance.  It  seems  to  be 
defined  by  the  Insurance  Law  in  section  91  in  the  following  sentence: 
*Agenta  operating  solely  for  companies  transacting  industrial  or  prudential 
insurance  on  the  weekly  payment  plan  of  insurance  are  exempted/  etc. 

It  is  defined  in  the  same  way  by  section  76  of  the  Massachusetts  law: 
*On  poticiea  of  Industrial  or  prudential  insurance  on  which  the  weekly  pre- 
BiOM  aft  not  mfit%  tkaa*'  vto. 
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it  wa»  defined  in  the  State  of  Louisiana  last  year  in  Act  No.  65,  section  1, 
as  follows:  *  Industrial  life  insurance  is  hereby  diefined  to  be  that  insuranoe 
for  which  the  stipulated  premiums,  advances,  assessments  or  dues  are  re^- 
larly  payable  or  collectible  every  four  weeks,  tri-weekly,  bi-weekly,  weekly, 
semi-weekly,  or  at  any  other  stated  times  less  than  a  month  apart.' 

It  was  defined  by  statute  in  Missouri  in  1897,  in  section  No.  7943,  as 
follows:  'Industrial  or  prudential  life  insurance  companies  in  the  meaning 
of  this  article  are  such  life  insurance  companies  that  issue  policies  not  ex- 
ceeding $500  in  amount,  the  premiums  on  which  are  paid  by  a  weekly  rate 
and  are  collected  and  paid  weekly  under  the  term  of  the  policies.' 

In  insurance  literature,  industrial  insurance  has  often  been  defined  as  in- 
surance on  the  weekly  premium  plan. 

I  think  the  name  was  adopted  by  this  company  when  it  began  the  biisiness 
in  1879  of  weekly  premium  insurance  and  its  act  in  so  doing  was  recognized 
by  the  Legislature  of  the  State  of  New  York  in  amending  the  charter  of  the 
company  by  providing  for  a  separation  of  the  accounts  between  the  ordinary 
department  and  the  industrial  department.  This  seemed  to  give  legislative 
sanction  for  the  name  industrial  insurance  for  weekly  payment  insurance. 

Very  truly  yours, 
Hai£y  FiSKE,   Vice-President." 


SUB.  A  7.    LOANS  ON  POLICIES 

Interest  in  Advance  on  a  Loan  Made  on  a  New  York  Standard 

Life  Insurance  Policy 

Extract   from    letter    dated   March    31,    1908,    from   the    Superintendent    io 

Mr.  Robert  K.  Orr. 

"You  ask: 

'  Will  you  please  advise  me  whether,  under  the  New  York  Standard  Policy, 
a  company  can  charge  or  collect  interest  in  advance  on  a  policy  loan  t ' 

The  clause  relating  to  loans,  whidi  is  contained  in  the  New 
York  etandard  life  insurance  policy  forms,  is  as  follows : 

'  Loans. —  The  company  at  any  time  will  advance  upon  the  sole  security  of 
this  policy,  at  a  rate  of  interest  not  greater  than  •  *  •  per  centum  per 
annum,  a  sum  not  exceeding  the  amount  specified  in  the  table  of  loan  values 
herein  set  forth,  deducting  therefrom  all  other  indebtedness  hereon  to  the 
company.  Failure  to  repay  any  such  advance  or  interest  shall  not  void  this 
policy  unless  the  total  indebtedness  hereon  to  the  company  shall  equal  or 
exceed  the  aggregate  of  all  unpaid  dividends  and  accumulations  and  of 
•  *  *  per  centum  (not  less  than  eighty  per  centum)  of  the  net  value  of 
the  policy  and  all  additions  tliereto  and  thirty  days*  notice  shall  have  been 
given  by  the  company.' 
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I  am  of  the  opinion  that  this  clause  does  not  permit  a  life 
insurance  company  to  charge  or  collect  interest  in  advance  on  a 
loan  made  on  a  New  York  standard  life  insurance  policy." 

Note. —  Subdivision  7  of  new  section  101  gives  the  company  express  author- 
ity for  the  collection  of  interest  in  advance  on  policy  loans  if  the  policy  so 
provides. 

SUB.  A  10.  TABL£  OF  LOAN  AND  SURRENDER  VALUES 

Options  on  Surrender  and  Lapse 

Extract  from  letter  dated  October  30,  1906,  from  the  Superintendent  to  The 

Equitable  Life  Assurance  Society. 

'*  Your  favor  of  the  27th  inst,  relating  to  options  (a)  and  (b) 
on  surrender  or  lapse  in  the  New  York  standard  life  insurance 
policies,  is  received. 

You  call  my  attention  to  the  fact  that  in  the  Table  of  Loan 
and  Surrender  Values,  beginning  at  line  60  of  the  ordinary  life 
policy,  the  values  are  not'  given  in  the  order  in  which  they  are 
referred  to  in  lines  50  and  51. 

The  forms  as  promulgated  are  standard  only  as  to  their  con- 
tents and  wording.  There  is  no  objection  to  a  transposition  of 
the  columns  headed  ^  Paid-up  insurance '  and  '  Continued  insur- 
ance '  in  the  table  mentioned.'^ 


Change  in  Table  of  Loan  and  Surrender  Values 

Extract  from  letter  dated  November  9,   1906,  from  the  Superintendent  to 

The  Mutual  Life  Insurance  Company. 

"Your  favor  of  the  8th  inst.,  in  further  reference  to  the 
change  of  heading  of  the  first  column  of  the  Table  of  Loan  and 
Surrender  Values  in  the  New  York  standard  life  insurance  policy, 
is  received. 

You  state  that  *It  seems  very  clear  that  the  provisions  of 
the  Insurance  Law  as  to  options  on  surrender,  and  the  provisions 
of  the  contract  made  in  harmony  with  the  statute,  are  control- 
ling, irrespective  of  the  heading  in  the  table.'  This  is  undoubt- 
edly so.  But  it  was  felt  that  the  original  heading  of  the  first 
column  of  the  Table  of  Loans,  etc.,  was  misleading  and  would 
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lead  to  disputes.  In  order  to  provide  for  those  companies  desir- 
ing to  make  loans  prior  to  the  expiration  of  the  third  year,  space 
was  left  in  the  table  for  the  additional  loan  values. 

I  am  of  the  opinion  that  under  the  circumstances  the  change 
proposed  is  not  a  necessary  one  and  that  further  I  have  no 
authority  now  to  amend  the  policy  forms  promulgated  on  October 
1,  1906." 

Table  of  Loan  and  Surrender  Values:  Entry  in  Years,  Months 

and  Days  Should  be  Made 

Extract  from  letter  dated  November  15,  1906,  from  the  Superintendent  to  the 

Manhattan  Life  Insurance  Company. 

"  Your  favor  *  *  *  relating  to  a  subheading  in  the  *  -Table 
of  Loan  and  Surrender  Values'  in  the  standard  life  insurance 
policy  is  received. 

The  table  calls  for  the  entry  in  years,  months  and  days,  of  the 
term  for  which  the  insurance  will  be  continued  in  accordance  with 
the  provisions  of  section  88  of  the  Insurance  Law.  I  am  of  the 
opinion  that  the  entries  should  be  made  as  called  for,  regardless 
of  the  company's  former  usage  in  this  matter." 

Endorsenvent  on  Policy  Concerning  Table  of  Loati  and  Surrender 

Values 

Extract  from  letter  dated  November  15,   1906,  from  the  Superinteiid(»nt  to 

The  Mutual  Life  Insurance  Company. 

"  Your  favor  of  the  14th  inst  in  further  reference  to  the 
*  Table  of  Loan  and  Surrender  Values '  in  the  standard  life  in- 
surance policy,  is  received. 

Y^ou  write: 

'I  propose  to  meet  this  situation  by  advising  the  company  that  there  is 
nothing  to  prerent  them  from  stamping  upon  a  policy  issued  in  New  York 
a  statement  to  this  effect  under  the  Table: 

'The  company  will  make  loans  after  payment  of  annual  premiums  for  the 
number  of  years  indicated.' 

This,  of  course,  1  take  to  be  a  substantial  compliance  with  your  ruling  on 
the  subject.' 

The  proposed  endorsement,  in  my  opinion,  would  be  a  sub- 
stantial compliance  with  the  ruling  on  the  subject." 


§  101  (old)     Extracts  fiio.m  KiLixciS  axd  Opinions         279 
Loan  Clause  in  Standard  Policy  Forms 

Idxtract  from  letter  dated  March  10,  1907,  from  tlie  Saperintendent  to  New 

York  Life  Insurance  Company. 

"You  state: 

'  If  it  meets  with  your  approval,  we  should  like  to  add  a  clause  by  means 
of  a  rubber  stamp,  or  by  printing,  on  the  second  page  of  the  policy,  as  follows : 
"  The  '  loan  value '  stated  in  the  above  table  opposite  any  year  may  be  bor- 
rowed at  any  time  daring  that  year,  if  premiums  have  been  paid  in  full  to 
the  end  of  such  year."  In  order  that  you  may  see  just  how  the  clause  would 
appear  on  the  policy,  I  am  encloeing  a  form  herewith  on  which  we  have 
written  the  endorsement  modifying  the  loan  column.' 

The  use  of  the  clause  stamped  on  the  form  enclosed  in  your 
letter  has  my  approval." 


Cash  Surrender  Values  May  Be  Included  in  Policy  Contracts 

(See  letter  dated  July  9,  1906,  from  the  Superintendent  to 
Metropolitan  Life  Insurance  Company,  §  88,  sub.  9.) 

Surrender  Values  Prescribed  in  Law  are  Minimum  Values  and 

Larger  Values  May  be  Allowed 

(See  letter  dated  July  26,  1906,  from  the  Superintendent  to 
The  Washington  Life  Insurance  Company,  §  88,  sub.  9.) 

Standard  Policy  May  Contain  Table  of  Cash  Surrender  Values 

Extract  from  letter  dated  December  26,   1906,  from  Superintendent  to  the 

Equitable  Life  Assurance  Society. 

"You  ask: 

*Is  the  Society  justified  in  adding  to  the  surrender  value  table  in  the 
standard  policy  a  column  giving  the  figures  of  the  caah  surrender  value;  or, 
instead  of  that,  are  ¥re  justified  in  printing  under  the  table,  or  in  some  other 
convenient  place  in  the  policy,  a  paragraph  to  the  effect  that  the  cash  sur- 
render value  is  equal  to  the  loan  value  with  6  per  cent  added ! ' 

In  reply  would  state  that  there  is  no  legal  objection  to  the 
employment  by  you  of  either  of  the  methods  mentioned." 
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SUB.  A  11-b.    MODES  OF  SETTLEMENT;  INSTALLMENTS 

Additional  Installment  Options 

Extract  from  letter  dated  April  28,  1009,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

" From  your  favor  of  the  26th  inst.  I  quote  as  follows: 

'  In  accordance  with  the  terms  of  the  standard  policy  form  provided  by  the 
statute,  section  101  of  Article  II  of  the  General  Insurance  Law,  one  of  the 
modes  of  settlement  is: 

(2)  By  the  payment  of  equal  annual  installments  for  a  specified  number 
of  years,  the  first  installment  being  payable  immediately,  in  accordance  with 
the  following  table,  for  each  one  thousand  dollars  of  said  total  sum. 

In  tlie  opinion  of  the  Department,  would  it  be  inconsistent  with  any  of 
the  provisions  of  the  Insurance  Law  that  settlements  be  made  by  installmeuts 
payable  every  three  months  instead  of  annually? ' 

I  am  of  the  opinion  that  equivalent  quarterly  installments  may 
be  paid  to  the  beneficiary  instead  of  the  annual  installments  men- 
tioned in  the  option,  provided  that  a  clause,  giving  to  ^  the  in- 
sured or  the  owner  or  the  beneficiary  after  the  insured's  death ' 
the  right  to  elect  such  payment,  be  ^  indorsed  upon  or  attached 
to  the  policy  when  issued.'  " 

SUB.  D  7.    PRIVILEGE  OF  RENEWAL  IN  TERM  POLICY 

Options  in  Standard  Term  Policy 

Extract  from  letter  dated  October  31,   1007,  from  Superintendent  to  Home 

Life  Insurance  Company. 

"In  your  favor  of  the*  30th  inst.  just  received  you  write  as 
follows: 

'  The  standard  term  policy,  on  lines  42  and  43,  reads  as  follows :  Tlie  policy 
may  here  provide,  at  the  option  of  the  company,  for  its  renewal  or  for  the 
privilege  of  change  to  other  forms  of  policies,  etc.  Will  you  kindly  give  us 
a  ruling  as  to  whether  the  words  '  may  here  provide  at  the  option  of  the  com- 
pany '  can  be  applied  both  to  the  '  privilege  of  renewal '  clause  and  the  '  priv- 
ilege of  change'  clause,  thus  enabling  a  company  to  write  a  term  policy 
without  giving  either  privilege.' 

In  my  opinion  the  words  *  may  here  provide  at  the  option 
of  the  company/  do  apply  both  to  the  '  privilege  of  renewal '  , 
clause  and  the  *  privilege  of  change '  clause,  making  the  inclusion 
of  either  or  both  of  these  clauses  optional  with  the  company." 


§  101  (old)     Extracts  from  Rulings  and  Opinions         281 

SUB.  J>  18.    MODES  OF  SETTLEMENT  —  TERM  POLICY 

Form  of  Endorsement  for  Optional  Decreasing  Insurance,  and 

Payment  of  Proceeds  in  Installments 

Extract  from   letter  dated  September  30,   1908,  from  the  Superintendent  to 

The  Mutual  Life  Insurance  Company. 

"  Tour  favor  of  the  28th  inst.,  enclosing  a  copy  of  a  yearly 
renewable  tenn  policy  with  a  proposed  form  of  endorsement 
thereon,  has  been  received. 

You  state  that :  '  We  propose  to  issue  such  policies  so  as  to 
provide  a  fund  for  the  education  of  children  in  the  event  of  the 
parent  dying  before  the  child  has  finished  his  education/  and  the 
form  of  endorsement  proposed  reads  as  follows: 

'Mode  of  Settlement  and  Sum  Insdbed. —  The  insubed  has  elected, 

with reservation  of  right  to  revoke  auch  election,  (a)  that, 

upon  receipt  at  the  home  office  of  the  company  in  the  City  of  New  York  of 
due  proof  of  the  death  of  the  insured,  the  sum  insured  shall  be  applied  to 
the  purchase  of  a  supplemeutary  non-participating  contract,  which  shall  pro- 
vide for  the  payment  of  equal  annual  installments,  the  first  installment  being 
payable  immediately,  for  the  number  of  years  stated  in  column  (2)  of  the 
table  below  opposite  the  year  in  which  death  occurs;  and  (b)  that,  in  lieu 
of  the  above  *  Privilege  of  Kenewal'  for  the  full  amount,  this  policy  may  be 
renewed  at  each  policy  anniversary  for  the  reduced  amount  of  insurance  shown 
hereunder  in  column  (3)  for  the  corresponding  policy-year,  by  pa^'ment  of 
the  premium  shown  hereunder,  on  the  annual  basis,  in  column  (4)  opix)8ite 
the  corresponding  amount  of  insurance,  on  condition  that  when  the  amount 
of  insurance  has  at  any  time  been  so  reduced,  it  cannot  again  be  increased 
by  reinetatement  of  any  part  terminated.  If  the  net  amount  payable  at  the 
death  of  the  insured  in  any  policy-year  shall  be  the  amount  of  insurance 
shown  in  the  table  hereunder  for  such  policy-year,  the  amount  of  each  annual 

installment  will  be  $ ,  and  if  such  net  amount  be  more  or  less  than 

said  amount  of  insurance,  the  amount  of  each  installment  will  be  increased 
or  decreased  in  proportion. 

(1)  (2)  (3)  (4) 

Policy  Year                              Number  of                    Amount  of  Annual 

Annual  Install-                Insurance  Premium 
ments  Payable 
if  Death  Occun 

lit $ $ 

Ind $ S 

Ird $ S 


Countersigned Registrar.' 

The  use  of  this  form  of  endorsement  for  the  purpose  set  forth 
fibQve  has  mjr  approval." 
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SUB.  0.    STANDARD  FORMS  PROMTTLGATED 

Minor  Changes  in  Make-up  of  Policies 

Extract  from  letter  dated  October  17,  1906,  from  the  Superintendent  to  the 
Secretary  of  the  Committee  of  New  York  Actuaries. 

"  The  forms  as  promulgated  are  standard  only  as  to  their  con- 
tents and  wording.  As  printed  by  the  companies  there  will  nn- 
doubtedly  be  some  minor  changes  in  make-up;  I  would,  however, 
strongly  advise  the  retention  of  line  numbers,  even  though  there 
might  not  be  exact  agreement  in  lines  and  numbers  in  any  one 
contract  as  printed  by  the  different  companies." 

SUB.  P.    PROPOSED  FORMS  OF  POLICIES 

Additional  Standard  Forms  of  Policies 

Extract  from  letter  dated  November  16,   1906,  from  the  Superintendent  to 

Metropolitan  Life  Insurance  Company. 

"  Upon  proper  consideration  of  the  matter,  I  have  determined 
not  to  approve  policy  contracts  which  are  simply  variants  of  those 
regular  forms  of  policies  which  have  hitherto  been  issued  by  all 
companies.  You  will  of  course  understand  that  I  do  not  refer  to 
the  changes  necessary  to  make  a  participating  contract  a  non-par- 
ticipating one. 

It  was  the  intent  of  the  legislation  of  the  last  session  to  do 
away  with  the  needless  multiplication  of  policy  forms  by  pro- 
hibiting the  issuance,  on  and  after  January  1st  next,  of  other 
than  certain  standard  forms. 

While  I  recognize  the  fact  that  the  four  styles  of  policy 
forms  set  forth  in  section  101  of  the  Insurance  Law  will  not 
cover  all  the  legitimate  demands  of  the  insuring  public,  and  am 
ready  to  consider  such  forms  as  are  needed  to  meet  this  demand, 
I  am  of  the  opinion  that  other  and  special  forms  should  be  passed 
upon  by  the  Legislature  at  its  next  session." 

Policies  with  Return  Premium  Features 

Extract  from   letter  dated  April   17,   1907,  from  the  Superintendent  to  The 

Life  Association  of  America. 

"  Your  favor  of  the  16th  inst.,  enclosing  rate^booL  and  five 
sample  policies,  is  received. 
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I  note  that  In  one  of  the  standard  forms^  that  for  ordinary 
life  insurance^  you  have  written  in  a  table  of  *  Guaranteed 
mortuary  dividends/ 

At  the  hearing  held  in  "New  York  City  on  December  27th 
last,  policies  containing  return  premium  features  were  presented 
and  were  not  approved,  these  features  be&ng  considered  mislead' 
ing  and  deceptive. 

I  am  of  the  opinion  that  your  company  cannot  lawfully 
issue  or  deliver  within  this  or  any  other  State  the  form  of  policy 
referred  to  above/* 

Proposed  Change  in  Pure  Endowmenl  Form  of  Policy 

Extract  from  letter  dat.'d  August  7,  1907,  from  the  Superintendent  to  The 

Equitable  Life  Assuranoe  Society. 

"You  write: 

*We  have  recently  received  a  request  for  a  pure  endowment  to  be  issued 
upon  the  Mfe  of  a  minor,  the  premiuma  under  the  poliqr  to  be  paid  by  the 
ehiid'a  mother,  who  desires  that  in  the  event  of  the  death  of  the  child  the 
premimns  paid  shall  be  returned  to  her.  We  are  blocked  in  the  writing  of 
the  form  by  the  words  '  legal  representatives  or  assigns  of  the  insured.'  We 
shall  be  glad  to  have  you  advise  us  whether  in  caees  of  this  kind  the  Society 
is  not  justified  in  inserting  the  name  of  the  person  to  whom  the  premiume 
are  to  be  returned  in  lieu  of  the  phrase  legal  repreaentativea  or  asaigna.' 

I  am  of  the  opinion  that  the  change  suggested  is  unnecessary 
and  unallowable/' 

Restricting  Payments  Under  Annuity  Contracts 

Extract  from  letter  dated  September  16,  1907,  from  the  Superintendent  to 

Home  Life  Insurance  Company. 

"  Your  favor  of  the  13  th  inst,  relating  to  an  annuity  which  a 
father  purposes  to  purchase  for  the  benefit  of  a  son^  was  received 
by  due  course  of  mail.     You  state : 

*Th6  circumstances  are  such  that  the  father  wishes  to  absolutely  preclude 
any  possibility  of  the  son  selling  or  hypothecating  all  or  any  part  of  the 
annuity  and  he  wishes  an  additional  clause  to  be  inserted  in  the  policy  con- 
tract in  order  to  prevent  any  such  disposition  of  the  proceeds.' 

As  such  *  additional  clause'  you  submit  the  following: 

'It  is  further  agreed  that  no  payment  or  payments  to  become  due  under 
thli  policy  shall  bs  mads  prior  to  the  date  or  dates  on  which  such  payment 
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or  payments  would  become  due,  that  no  loan  shall  be  made  on  the  security 
of  this  policy  nor  shall  the  policy  be  purchased  by  or  assigned  to  the  said 
company  at  any  time  herealter  and  that  no  assignment  of  any  benefit  or 
benefits  under  the  policy  shall  be  recognized  by  the  said  company.' 

T  am  of  the  opinion  that  there  is  no  legal  o*bjection  to  the 
use  of  this  clause  for  the  purpose  and  in  the  manner  referred  to 
above/' 

Reinsurance  Policies,  Standard  Form  Required 

(See  letter  dated  February  23,  1909,  from  the  Attorney-Gen- 
eral to  the  Superintendent  of  Insurance,  §  22,  last  paragraph.) 

SUB.  R.    APPROVAL  OF  ADDITIONAL  FORMS 

Endorsement  for  Standard  Policies  to  Cover  Case  of  Preliminary 

Term  Insura/nce 

Extract  from  letter  dated  August  12,  1007,  from  the  Superintendent  to  Home 

Life  Insurance  Ck)mpany. 

^^  I  am  of  the  opinion  that  the  endorsement,  modified  as  shown 
by  the  copy  enclosed  herewith,  may  be  used  *  where  the  applicant 
states  that  it  is  not  convenient  for  him  to  pay  the  full  annual 
premium  required  by  the  terms  of  the  policy  at  the  time  of  year 
at  which  application  is  made/ 

In  consideration  of  the  payment,  upon  delivery  of  this  policy  previous  to 

the day  of ,  19. .,  of dollars  and 

cents,  being  the  charge  for  term  insurance  to  said  date,  the 

Company  hereby  agrees,  in  case  of  the  death  of  the  insured  previous  to  the 
said  date  to  pay  the  sum  assured,  subject  to  the  conditions  herein  expressed. 

On  payment  of  the  premium  due  on  the day  of ,  19. ., 

all  benefits,  privileges  and  conditions  whatsoever,  herein  expressed,  shall  be 
of  the  same  force  and  effect  as  if  the  policy  had  been  originally  issued  on 
that  date. 


$9 


Pro  Rata  Premiums  for  a  Portion  of  the  Year 

Extract  from  a  letter  dated  March  10,  1909,  from  the  Superintendent  to  the 

Manhattan  Life  Insurance  Company. 

"  Your  favor  of  the  6th  inst.  enclosing  a  New  York  standard 
life  insurance  policy,  ordinary  life,  *  arranged  for  this  (pro- 
posed) pro  rata  rate/  has  been  received.    You  write; 
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'  Under  date  of  August  12th,  1907,  in  a  letter  addressed  to  the  Home  Life 
Insurance  Company,  your  predecessor  approved  of  an  endorsement  to  cover 
preliminary  term  insurance  in  case  it  was  desired  to  have  the  annual  premium 
come  due  at  a  time  of  the  year  when  the  insured  would  be  in  funds.  The 
only  objection  to  the  preliminary  term  insurance  is  that  it  very  often  changes 
the  age  of  the  insured,  and  we  occasionally  have  a  man  who  prefers  to  pay 
a  pro  rata  rate>  say  from  March  10  to  September  15th,  instead  of  paying  a 
term  rate.* 

I  am  of  the  opinion  that^  under  tho  circumstances,  the  change 
proposed  is  not  a  necessary  one  and  that  further  I  have  no  au- 
thority now  to  amend  the  policy  forms  promulgated  on  October 
1,  1906.'^ 


Policy  Forms  Approved  only  upon  Notice  to  Companies 

(See  §  88,  sub.  18.) 

SUB.  W.  FORMS  FOR  DELIVBRY  IK  OTHER  STATES 

Forms  of  Policies  Issued  by  Domestic  Life  Insurance  Corpora- 
tions for  Delivery  in  Other  States  or  Foreign  Countries 

Extract    from    letter    dated  March    12, 1907,    from    the    Superintendent    to 

Mr.   Harry  D.   Williams. 

"  Your  favor  of  the  5th  inst.,  relating  to  section  37  of  chapter 
326  of  the  Laws  of  1906,  being  section  101  of  the  Insurance  Law, 
as  amended,  was  received  by  due  course  of  mail. 

This  section  provides  for  '  four  standard  forms  of  policies,  to 
wit:  (1)  An  ordinary  life  policy,  (2)  a  limited  payment  life 
policy,  (3)  an  endowment  policy,  and  (4)  a  term  policy.*  Pro- 
vision is  made  for  the  alteration  or  amendment  of  these  forms 
of  policies  '  by  the  direction  of  the  Superintendent  of  Insurance 
at  any  time  prior  to  the  first  day  of  October,  nineteen  hundred 
and  six,'  etc. 

Provision  is  also  made  for  other  forms  of  policies  desired  by 
domestic  life  insurance  corporations  for  issuance  or  delivery 
within  this  State;  requiring  them  to  be  presented  at  a  public 
hearing  and  to  be  approved  by  the  Superintendent  before  the  cor- 
porations should  be  entitled  to  use  them  in  addition  to  the  forms 
prescribed  in  the  section. 

The  concluding  paragraph  of  the  section  is  as  foUowa: 
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'Anything  herein  contained  to  the  coutrary  notwithstanding,  any  domestic 
life  insurance  corporation  may  issue  and  deliver  in  any  other  State,  or  in 
any  foreign  country,  or  may  issue  in  this  State  for  delivery  in  any  other 
^Hate  or  any  foreign  country,  any  form  of  policy  not  inconsistent  with  any 
of  the  provisions  of  the  insurance  law.' 

I  am  of  the  opinion  that  this  last  paragraph  will  not  permit 
any  domestic  life  insurance  corporation  to  issue  in  this  State  for 
delivery  in  any  other  State  or  any  foreign  country,  any  form  of 
policy  which  by  any  amendment,  alteration,  provision  or  omission, 
materially  changes  any  form  of  policy  approved  or  promulgated 
by  the  Superintendent  as  provided  for;  nor  will  it  permit  the 
issuance  by  such  a  corporation  for  delivery  within  or  without  this 
State  of  any  form  of  policy  the  use  of  which  is  restricted  to  this 
corporation  or  others  licensed  by  it^  under  the  provisions  of  the 
Copyright  Law/' 

Forms  for  Delivery  in  any  Other  State,  or  in  Foreign  Country 

Extract  from  letter  dated  October  21,  1907,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

"  I  am  inclined  to  the  view  that  the  statute  should  be  construed 
as  though  it  provided  that  domestic  life  insurance  companies 
could  only  issue  and  deliver  in  this  State  the  standard  forms  of 
policy,  but  that  they  might  issue  in  this  State  and  deliver  in 
any  other  State  a  variation  or  modification  of  the  standard  form 
approved  by  the  Superintendent  of  Insurance,  provided,  of  course, 
that  such  change  or  modification  should  not  be  inconsistent  with 
the  provisions  of  the  statute.  A  different  construction  might 
well  lead  to  preventing  our  domestic  insurance  corporations  from 
doing  business  in  other  States  of  the  Union,  which  could  not  have 
been  within  the  legislative  intent/' 

Idem 

Extract  from  letter  dated  November  6,  1907,  from  Superintendent  to  Home 

Life  Insurance  Company. 

'^  I  am  of  the  opinion  that  this  (the  last  clause  of  section  101 
of  the  Insurance  Law),  does  not  require  forms  of  policies  issued 
by  any  domestic  life  insurance  corporation  *  for  delivery  in  any 
other  State  or  any  foreign  country '  to  be  submitted  to  nor  ap- 
proved by  the  Superintendent  of  Insurance." 
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Section  101  (New)  —  Standard  Provisions 

Foxma  to  be  Filed  and  Approved 

Revised  Rides  for  the  Submission  of  Policy  Forms  Under  New 

Section  101 

Letter  dated  Oct.  27,  1914,  from  the  Superintendent  to  all  Life  Insurance  Com- 
panies authorized  to  make  insurance  within  this  State  under  subdivision 
1  of  section  70  of  the  Insurance  Law. 

"  Chapter  301,  Laws  of  1909,  new  section  101  of  the  Insurance 
Law,  became  a  law  on  the  7th  day  of  May,  1909,  and  on  the  28th 
day  of  May  of  that  year  a  circular  letter  containing  rules  for  the 
submission  of  policy  forms  under  that  section  was  sent  to  all  life 
insurance  companies  then  doing  business  within  the  State  of  New 
York.  Several  hundred  different  forms  of  policies  of  life  insur- 
ance have  been  filed  under  the  requirements  of  that  law,  and  the 
experience  of  the  past  years  in  examining  those  forms  has 
shown  that  the  rules  contained  in  the  circular  letter  of  May  28, 
1909,  do  not  cover  all  the  points  which  must  be  considered  in 
passing  upon  the  suflSciency  of  policy  forms.  It  has,  therefore, 
been  found  necessary  from  time  to  time  to  make  supplemental 
rules  covering  the  submission  of  policy  forms,  and  the  following 
is  a  revision  of  the  rules  for  the  submission  of  policy  forms  under 
said  new  section  101.  These  revised  rules  should  be  followed  in 
the  preparation  of  policy  forms  to  be  submitted  on  and  after 
November  2,  1914.  * 

1.  Preliminary  filing.  A  company  should  file  two  fair  printer's  proof  copies 
of  any  new  policy  form  for  preliminary  examination,  in  order  that  the  form 
may  be  given  due  consideration  and  any  defects  therein  pointed  out  and  cor- 
rected before  it  is  printed  for  formal  submission  and  filing. 

2.  Formal  filing.  When  a  policy  form  has  been  drafted,  completed  and 
printed  in  accordance  with  the  requirements  of  the  statute  and  of  these  rules, 
it  should  be  submitted  in  triplicate,  accompanied  by  three  (3)  copies  of  the 
application,  and  the  same  number  of  copies  of  any  other  supplementary  forms 
which  will  be  necessary  parts  of  the  insurance  contract. 

3.  Forma  to  he  filled  out.  Each  policy  form,  application  blank  and  supple* 
mental  form,  when  thus  submitted  for  formal  approval,  must  be  filled  out  com- 
plete, with  fictitious  names  and  hypothetical  data  appropriate  to  the  partic- 
ular form,  so  that  there  will  be  no  blank  spaces.  In  ordinary  cases  it  is  sug- 
gested that  forms  be  filled  out  as  of  age  35,  but  in  the  case  of  sub-standard 
risks  or  rated-up  ages  forms  may  be  filled  out  as  of  age  30  or  35,  and  rated 
up  to  the  age  required. 
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4.  Form  number.  Each  form  of  policy  submitted  to  the  Department  for 
approval  must  be  designated  by  a  form  number  printed  at  the  lower  left-band 
corner  of  the  first  page  thereof.  The  form  number  alone  should  be  sufficient 
to  identify  the  form  and  all  its  printed  contents,  without  reference  to  the  date 
of  the  edition  or  date  of  printing. 

5.  Descriptive  matter,  A  brief  description  of  the  true  nature  of  the  policy 
phould  be  printed  on  the  first  page,  at  the  foot  of  the  page. 

6.  Reserve  "basis,  llie  reserve  basis,  mortality  table  and  rate  of  interest, 
used,  must  be  stated  in  the  policy.  Usually  the  reserve  basis  should  be  set 
forth  in  connection  with  the  non-forfeiture  values,  but  this  rule  applies  to 
term  forms,  annuities,  and  other  forms  in  which  non-forfeiture  values  are  not 
required. 

7.  Surrender  charge.  The  amount  of  the  surrender  charge,  if  any,  must  be 
stated  in  the  policy.  It  is  sufficient  to  state  the  maximum  amount  of  the 
surrender  charge,  naming  the  policy  year,  with  the  further  statement  that 
such  surrender  charge  will  decrease  until  a  certain  policy  year,  naming  it, 
after  which  there  will  be  no  surrender  charge.  The  table  of  loan  values  must 
show  the  full  reserve  to  cents  for  those  policy  years  in  which,  by  the  terms  of 
the  policy,  there  is  no  surrender  charge,  and  for  the  same  policy  years  the 
term  of  extended  insurance  should  be  shown  for  years  and  days. 

8.  Photographic  copies  of  application.  If  it  is  the  practice  of  a  company 
to  attach  to  a  policy  a  photographic  reproduction  of  the  application  upon 
which  it  is  issued,  the  company  may  attach  to  each  copy  of  a  policy  form 
such  photographic  copy  of  the  application,  filled  out  with  data  appropriate  to 
the  form,  both  Part  I  and  Part  II,  and  reproduced  full  size. 

0.  Purpose  of  form,  A  company  is  requested  to  state,  when  submitting  a 
new  policy  form,  whether  it  is  intended  to  supersede  some  form  theretofore 
approved,  and  if  so,  the  form  number  of  the  form  to  be  superseded. 

Indorsement  Forms 

10.  Indorsement  stamps.  Forms  of  indorsements  for  formal  approval 
should  be  submitted  by  means  of  triplicate  impressions  of  a  rubber  stamp. 
A  typewritten  draft  of  a  proposed  form  of  indorsement  may  be  submitted  for 
examination  preliminary  to  the  preparation  of  the  rubber  stamp.  The  rub- 
ber stamp  should  bear  a  form  number  at  the  lower  left-hand  corner;  it  should 
provide  a  line  for  the  date  of  execution,  and  it  should  show  that  the  indorse 
ment  is  to  be  executed  in  the  name  of  the  company  by  one  or  more  of  its  exec- 
utive officers,  and  their  titles  should  appear  on  the  stamp.  The  blanks  in  the 
impressions  of  an  indorsement  stamp  should  l>e  filled  out  in  the  same  manner 
as  policy  forms  and  supplementary  forms. 

11.  Blank  indorsement  forms  printed  on  policy.  Certain  indorsement  forma 
that  are  frequently  used  on  life  policies  may  very  well  be  printed  on  the  back 
of  a  policy  form,  ready  to  be  filled  in  and  executed  at  any  time  as  occasion 
may  arise.  Such,  for  example,  are  indorsements  for  changing  the  beneficiary; 
changing  the  time  of  premium  payments;  or  changing  mode  of  payment  of 
proceeds  of  policy.  Each  such  blank  indorsement  form  must  be  desi^ated  by 
an  appropriate  form  number,  printed  at  the  lower  left-hand  corner  of  the  form. 
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Rider  Forms, 

12.  Rider  forms  printed.  Rider  forms,  such,  for  instance  as  those  for  re- 
moving policy  restrictions  as  to  residence,  or  military  or  naval  service,  or  for 
reinstatement  after  lapse,  should  be  printed  and  submitted  in  triplicate,  with 
all  blanks  filled  in  with  hypothetical  data  appropriate  to  the  case.  Each  such 
rider  form  must  be  designated  by  a  suitable  form  number,  printed  at  the  lower 
left-hand  corner  of  the  form;  it  should  provide  a  line  for  the  date  of  execu- 
tion, and  it  should  show  that  it  is  to  be  executed  in  the  name  of  the  company 
by  one  or  more  of  its  executive  officers,  and  their  titles  should  be  printed  in 
the  rider.  The  word  "  printed  **  in  this  rule  is  used  in  its  ordinary  sense, 
and  it  does  not  include  work  of  the  mimeograph,  multigraph  or  other  styles 
of  duplicating  machines. 

For  further  information  in  regard  to  the  provisions  in  policy 
contracts,  whether  required  or  forbidden  by  law,  companies  are 
referred  to  the  several  rulings  contained  in  Department  Keport 
for  1914,  Part  V,  under  sections  58,  60,  88,  89,  92  and  new  101." 

Forms  of  Contracts  Based  Upon  Persistence,  or  Cessation  of  a 
Human  Life  or  Lives  Must  he  Filed  with  and  Approved  by 
Superintendent 

Extract  from  letter  dated  July  20,  1909,  from  the  Superintendent  to  The 

National  Life  Insurance  Company. 

"  Replying  to  your  inquiry  of  the  16th  inst.,  I  would  advise 
you  that  in  order  fully  to  comply  with  the  requirements  of  sec- 
tion 101  of  the  Insurance  Law  as  to  the  filing  of  forms  of  policies 
to  be  delivered  in  this  State  on  and  after  January  1,  1910,  it 
will  be  necessary  for  you  to  file  copies  of  all  contracts  based  upon 
the  persistence  or  the  extinction  of  a  human  life  or  lives,  which 
you  intend  to  issue  for  such  delivery." 

Forms  of  Policies  for  Delivery  in  this  State  on  and  after  J  a/a.  1, 

1910,  Must  be  Filed  and  Approved 

Extract  from  letter  dated  July  27,  1909,  from  the  Superintendent  to  the 

Postal  life  Insurance  Omipany. 

"I  am  of  the  opinion  that  eaoh  life  insurance  corporation, 
authorized  to  transact  business  in  this  State,  must  file  for  approval 
copies  of  every  form  of  policy  contract  which  it  purposes  to  issue 
OT  deliver  in  the  State  on  and  after  January  1,  1910." 

(See  rules  concerning  forms  of  policies;  also  §  88,  sub.  18.) 
10 
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Forma  of  Life  or  Endowment  Insurance  and  Application  Blanks 
for  Delivery  after  Jan*  1, 1910^  and  All  Advertising  Literatv/re, 
Should  Vonform  to  Present  Law 

Ruling  of  August  3,  1909. 

"  The  forms  of  policies  of  life  or  endowment  insurance  for 
delivery  in  this  State  on  and  after  January  1^  1910,  and  forms 
of  the  application  blank  upon  which  such  policies  are  to  be  issued, 
should  be  drawn  in  accordance  with  the  provisions  of  new  section 
101  of  the  Insurance  Law  and  with  due  regard  to  the  other  pro- 
visions of  the  Insurance  Law  of  the  State  of  New  York,  which 
are  intended  to  protect  the  interests  of  policyholders. 

All  advertising  literature  should  be  prepared  with  reference  to 
the  present  state  of  the  law  of  insurance  in  this  State;  if  com- 
parisons of  rates,  cost  and  results  be  made,  such  comparisons 
should  be  fair  and  just;  non-participating  rates  and  results  should 
be  compared  with  non-participating  rates  and  results  in  other 
companies,  and  illustrations  should  be  drawn  from  settlements 
made  at  a  comparatively  recent  date  and  under  present  condi- 
tions." 

Form  Containing  Standard  Provisions  Required  for  All  Policies 
Issued  in  the  State  of  New  York  Wherever  Delivered.  Defin- 
ing  "  or  "  in  "  Issued  or  Delivered/' 

Ruling  of  April  10,  1912. 

"  In  my  opinion  the  use  of  the  word  *  or '  in  the  phrase  '  issued 
or  delivered  in  this  State '  as  those  words  appear  in  section  101  of 
the  Insurance  Law,  prescribes  the  use  of  the  standard  form  of  life 
policy  by  domestic  corporations,  not  only  in  cases  where  the  policy 
is  issued  and  delivered  in  this  State,  but  also  in  cases  where  the 
policy  is  issued  in  this  State  and  delivered  elsewhere.  The  situa- 
tion would  be  different  if  the  Legislature  had  employed  the  word 
' and '  instead  of  the  word  'or *  in  the  phrase  above  set  forth. 
There  is  no  question  in  my  mind  but  that  the  issuing  of  a  policy^ 
in  a  legal  sense,  occurs  at  the  home  office  of  the  company,  so  that 
the  law  as  it  stands  seems  to  prohibit  the  issuing  by  domestic  cor- 
porations of  a  life  insurance  policy  which  does  not  conform  with 
the  standard  requirements,  no  matter  where  that  policy  may  be 
delivered." 
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Policy  Forms  and  Application  Blanks  Should  be  Svbmitted  in 

Triplicate 

Ruling  of  December  19,  1012. 

^'  Policy  forms  should  be  submitted  in  triplicate,  completely 
filled  out  in  accordance  with  the  rules  contained  in  the  circular 
letter  of  May  28,  1909,  and  should  be  accompanied  in  each  case 
with  copies  of  the  application  blank  or  blanks,  also  filled  out  with 
hypothetical  data  such  as  would  be  satisfactory  to  the  company 
preliminary  to  the  issue  of  a  policy  thereon." 

Application  Blanks  Must  he  Completely  Filled  Out  and  Filed  in 

Triplicate 

Ruling  of  August  2,  1011. 

"  You  should  forward  to  me  three  copies  of  each  form,  filled  out 
in  the  manner  customary  with  your  company.  You  may,  if  you 
wish,  select  any  form  of  application  and  medical  report  upon 
which  you  have  actually  issued  a  policy,  substituting  a  fictitious 
name  in  place  of  the  name  of  the  insured,  and  fill  out  the  two 
blanks  to  correspond  with  the  blanks  in  the  case  of  an  application 
upon  which  the  policy  has  actually  been  issued." 

Photographic  Copies  of  Application  Must  he  Reproduced  Full 

Size 

Extract  from  letter  dated  February  25,  1013,  from  the  Superintendent  to  the 

Connecticut  Mutual  Life  Insurance  Company. 

"  The  Department  approves  of  the  use  of  photographic  copies 
of  application  blanks  for  attachment  to  policy  forms  submitted, 
but  unless  they  are  of  full  size  and  perfectly  legible,  printed  forms 
filled  out  with  the  pen  or  with  the  typewriter  are  to  be  preferred." 

Form  Number  Mv^t  he  Printed  at  Lower  Left  Hand  Comer  of 

First  Page  of  Policy 

Ruling  of  May  25,  1011. 

*'  It  is  suggested  that  for  the  convenience  of  the  Department, 
the  number  of  the  policy  form  should  be  printed  at  the  lower  left 
hand  comer  of  the  first  page." 
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Separate  Form  Number  for  Each  Policy  Form 

Ruling  of  January  2,  1912. 

"  Policy  forms  should  be  given  a  separate  and  distinct  number. 
The  form  number  should  be  sufficient  to  identify  the  form  and  ijts 
contents,  without  reference  to  the  date  of  the  edition  or  date  of 
printing.'* 

Place  for  Signatvres  of  Officers  on  Policy  Forms 

Ruling  of  October  24,  1911. 

*  *  *  "  You  may,  if  you  wish  to  do  so,  prepare  your  present 
edition  of  policy  forms  with  places  for  the  signatures  of  the 
executive  officers  at  the  foot  of  the  first  page,  with  the  statement 
immediately  above  the  authentication  clause  reciting  that  the 
policy  ^  is  issued  and  accepted  subject  to  all  the  conditions,  benefits 
and  privileges  described  on  the  second  and  third  pages  hereof 
whidi  are  hereby  made  a  part  of  this  contract' '' 

Use  of  'Riders  and  Indorsements  Distinguished 

Extract  from  letter  dated  February  14,  19*14,  from  the  Superintendent  to  tiie 

Berkshire  Life  Insurance  Cknnpany. 


:< 


^As  a  general  proposition,  it  may  be  said  that  a  rider  should 
be  used  only  for  the  purpose  of  granting  a  concession  to  the 
insured,  or  to  the  beneficiary,  or  for  the  purpose  of  waiving  some 
restriction  in  the  policy,  so  that  it  will  be  for  the  interest  of  the 
insiured  and  the  beneficiary  that  the  rider  shall  remain  attached  to 
the  policy. 

An  indorsem^at^  however,  may  be  used  either  to  enlarge  or  to 
restrict  the  company's  liability  under  a  policy,  whether  the  occa- 
sion or  the  extent  of  such  liability  is  to  be  changed  by  the  indorse- 
ment" 

Indorsements  —  Formal  Closing 

Extract  from  letter  dated  January  30,  1914,  from  the  Superintendent  to  The 

Fidelity  Mutual  Life  Insurance  Company. 

"  In  the  preparation  of  a  rubber  stamp  for  indorsements,  such 
stamp  should  bear  a  form  number  at  the  lower  left  hand  comer  for 
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the  piLrpose  of  identification,  and  it  slioiild  proyide  a  line  for  the 
date  of  execution,  ordinarily  at  the  lower  left,  immediately  above 
the  form  number,  and  it  should  bear  the  name  of  the  company  and 
purport  to  be  executed  by  one  or  more  of  its  executive  officers. 
The  title  or  titles  of  such  officers  should  appear  on  the  stamp." 

Only  Indorsement  Forms  for  Use  With  Approved  Policy  Farms 

Should  be  Submitted 

Extract  from  letter  dated  September  25,  1^13,  from  the  SttperiAtendent  to 

the  iEtna  Life  Insurance  Company. 

"  I  note  your  statement  that  a  few  of  the  indorsement  forms, 
drafts  of  which  were  recently  received  at  this  office,  are  intended 
exclusively  for  use  in  connection  with  old  policies,  issued  by  your 
company  prior  to  January  1st,  1910,  when  new  section  101  first 
became  effective,  and  you  wish  to  know  whether  this  Department 
requires  such  indorsement  forms  to  be  filed  for  approval.  I  am 
of  the  opinion  that  it  will  be  more  satisfactory  if  you  will  submit 
only  such  indorsement  forms  as  are  intended  to  be  used  in  connec- 
tion with  policy  forms  which  have  received  the  approval  of  this 
Department. 

Approved  Indorsement  Form  Covering  War  Conditions 

Extract  from  letter  dated  April  29,  1914,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company. 

"  The  proposed  rubber  stamp  indorsement  to  be  placed  along 
side  the  Disability  Provision,  whether  in  the  policy  or  on  the 
rider,  in  order  to  meet  the  requirements  of  rule  10  of  Department 
circular  letter  of  July  15,  1913,  should  be  amended  to  read  in 
accordance  with  the  draft  of  same  herewith  inclosed." 

Note. —  The  following  is  the  form  referred  to  as  aoo^)4abfe: 

"  If  the  insured  enter  upon  military  or  naval  Berviee  in  time  ol  war,  or 
if  while  a  civilian  he  engage  in  any  allied  occupation  involving  an  association 
with  military  or  naval  manoeuvres  in  time  of  war,  the  benefits  of  this  pro- 
vision, together  with  the  extra  premium  therefor,  shall  immediately  eease. 
A  pro  rata  refund  shall  be  made  of  the  extra  premium  for  the  year  eurreat 
at  that  date. 

New  York,  ,  191 .. . 

Form  5556  WiR.  Life  Insukance  Company. 

By 

Secretary, 
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Pure  Endowments  are  to  be  Considered  as  Insurances 

Extract  from  letter  dated   July   20,   1909,   from  the   Superintendent  to  The 

Mutual  Life  Insurance  Company. 

"  You  state : 

'I  wish  to  ask  your  opinion  regarding  pure  endowment  contracts.  Section 
No.  101  mentions  only  life  and  endowment  insurance  policies.  *  *  *  Pure 
endowments  are  not,  therefore,  covered  by  Section  No.  101  of  the  new  law. 
*  *  *  Section  No.  102  prohibits  life  insurance  companies  from  issuing 
both  participating  and  non-participating  policies.  ♦  •  •  We  desire  to 
issue  pure  endowments  next  year  at  smaller  rates  oif  premiums  than  those 
now  charged,  but  on  the  non-participating  plan.  ♦  •  ♦  Will  you  kindly 
advise  me  whether  or  not  you  consider  that  the  pure  endowments  which  we 
issue  should  call  for  annual  dividends/ 

I  would  advise  you  that  for  the  purposes  of  the  Insurance 
Law,  pure  endowments  are  to  be  considered  as  insurances.  See 
the  Insurance  Cyclopedia  by  Cornelius  Walford,  Vol.  1,  p.  207, 
'  20.  Ins.  of  sums  of  money  by  ways  of  endowment.  (Endow- 
ments.)' " 


Standard  Provisions  Applicable  to  Children's  Endowment  Policiea 

Ruling  of  September  9,  1911. 

"  Of  the  provisions  mentioned  in  new  section  101,  it  seems  that 
in  a  child's  endowment  policy  there  are  ordinarily  required  the 
first,  second,-  third,  fifth  (if  participating),  sixth  and  tenth. 
Provision  fourth  is  not  usually  of  much  importance  under  such  a 
policy,  and  it  is  not  required,  unless  the  policy  is  to  mature  at  a 
certain  age  instead  of  maturing  in  a  certain  definite  number  of 
years,  as  is  the  usual  practice. 

If  the  policy  provides  for  the  return  of  premiums,  either  with 
or  without  interest,  in  the  event  of  the  child's  death  before  the 
maturity  of  the  policy,  it  may  provide  loan  values  and  cash  sur- 
render values,  and  in  that  case  provisions  seventh  and  eighth  apply 
to  such  a  policy.  But  such  provisions  should  not  ordinarily  be 
encouraged  unless  the  loan  or  cash  surrender  value  is  to  bo  used 
for  the  purpose  of  educating  the  insured." 
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Shortening   of  Limitation  of   Claim   Period  in  Policy   Form 

Disapproved 

Ruling  of  November  9,  1909. 

"  New  section  101  provides  that : 

'  On  and  after  January  1,  1910,  no  policy  of  life  or  endowment  insurance 
fihidl  be  issued  or  delivered  in  this  State  unless  and  until  a  copy  of  the  form 
thereof  has  been  filed  with  the  Superintendent  of  Insurance  and  approved 
by  him.' 

"  The  power  thus  given  to  me  to  approve  forms  of  life  insur- 
ance policies  implies  the  power  to  disapprove  all  such  forms  as 
may  seem  to  me  unjust  to  the  policyholder,  or  which  unduly 
restrict  or  limit  the  right  to  enforce  the  same  against  the 
company.  Any  shortening  of  the  limitation  of  the  right  to  en- 
force a  contract  of  life  insurance  when  it  shall  mature  as  a  death 
claim  to  a  period  less  than  the  ordinary  six  year  limitation  pro- 
vided in  the  Code  of  Civil  Procedure  seems  to  me  unjust  to  the 
policyholder.  *  »  *  I  have  accordingly  suggested  to  the  few 
companies  whose  policies  contained  a  limitation  of  less  than  six 
(6)  years  that  they  should  either  make  the  limitation  six  years 
or  strike  the  provision  from  their  policies  and  they  cheerfully 
accepted  the  latter  suggestion  by  eliminating  from  their  policies 
all  references  to  any  limitation  concerning  the  filing  of  a  claim 
or  the  commencement  of  an  action  thereon." 

Waiver  of  Right  to  Have  Medical  Examinations  Treated  as 

Confidential  not  Permissible  . 

Ruling  of  August  3,  1909. 

"  There  was  submitted  a  form  of  application  which  contained 
tie  following: 

'  I  hereby  agree  and  bind  myself  as  follows :  *  *  *  That  all  provisions 
of  law  forbidding  any  physician,  who  has  attended  or  who  shall  or  who  may 
hereafter  attend  me,  from  disclosing  any  and  all  information  which  he  ac* 
quired,  or  which  he  may  or  shall  acquire  by  such  attendance,  are  hereby 
expressly  waived.' 

The  ruling  thereon  was : 

'  This  conflicts  with  the  provisions  of  sections  834  and  836  of  the  New  York 
Code  of  Civil  Procedure  and  will  not  effect  the  purpose  which  it  contemplates. 
In  the  case  of  Holden  v.  The  Metropolitan  Life  Insurance  Co.,  165  N.  Y.  13, 
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it  was  held  that  an  express  waiver  in  an  application  for  a  policy  of  life 
insurance  of  the  provisions  of  section  834  of  the  Code  of  Civil  Procedure, 
made  hy  the  insured  after  the  amendment  in  1891  to  section  836,  providing 
that  such  waiver  could  he  made  only  upon  '  the  trial  or  examination '  by  his 
personal  representatives,  had  taken  effect,  is  ineffectual  to  permit  disclosures 
by  a  physician  of  information  which  he  acquired  in  attending  the  insured  in 
a  professional  capacity. 

It  seems  that  no  good  can  arise  from  the  inclusion  of  such  a  waiver  in 
the  application,  and  it  is  likely  that  it  would  result  in  much  neediest 
litigation. 

The  application  blank  submitted  by  another  company  contained  substan- 
tially the  same  provision  and  the  same  ruling  was  made  thereon.  The  latter 
oompany  then  asked  for  a  reconsideration  of  the  matter  and  the  genera) 
counsel  of  the  company  stated  the  reasons  for  retaining  the  waiver  in  its 
application  blank,  saying  that:  'If  the  application  blank  were  to  be  used 
ftlone  in  the  State  of  New  York  it  would  be  a  practical  matter  to  omit  the 
part  of  it  waiving  the  provisions  of  law  forbidding  a  physician  from  die- 
closing  information  acquired  in  his  professional  capacity,  but  the  provisions 
of  tiie  New  York  Law  are  not  generally  in  force  in  the  various  jurisdictions 
where  questions  are  likely  to  arise  on  the  point  covered  by  that  phase  of 
the  application,  *  *  *  and  this  being  a  useful  provision  in  the  appli- 
eation  blank  where  as  at  common  law  the  privilege  may  be  waived,  the  com- 
pany haa  inserted  a  waiver  in  the  application],  understanding,  of  course,  that 
it  can  only  be  used  where  the  laws  of  the  jurisdiction  recognize  such  waiver. 
Therefore,  while  you  are  quite  right  in  stating  that  the  waiver  will  not 
acoomplish  the  purpose  intended  in  New  York,  it  will  accomplish  the  purpose 
intended  in  very  many  localities  and  so  is  adopted  as  a  general  form  of  the 
company.  Its  insertion  in  the  application  blank  can  do  no  harm  in  New 
York  even  if  it  does  not  do  any  good  there.' 

The  ruling  thereon  was  that:  'In  view  of  the  proviaions  of  sections  834 
and  836  of  the  New  York  Code  of  Civil  Procedure,  and  the  decision  of  the 
Court  of  Appeals  in  the  case  of  Holden  v.  The  Metropolitan  Life  Insurance 
Oompany,  the  use  of  such  waiver  in  this  State  is  improper.  I  am  of  the 
opinion  that  the  use  of  such  waiver,  the  same  being  ineffectual,  does  do  harm 
and  especially  would  harm  be  done  if  a  domestic  corporation  should  continue 
a  practice  which  is  denied  to  foreign  corporati<H».  I  believe  that  corporations 
which  owe  their  existence  to  New  York  laws  should  yield  ready  acquiescence 
to  thooe  laws  and  their  interpretation  by  the  highest  court  of  the  State.' " 


Idem 

Ruling  of  January  4,  1913. 

"A  certain  company  submitted  a  form  of  application  which  con- 
tained the  following: 

'  I  expressly  waive,  on  behalf  of  myself  and  of  any  person  who  shall  have 
or  claim  any  interest  in  any  policy  issued  hereunder,  all  provisions  of  law 
forbidding  any  physician  or  other  person  who  has  attended  or  examined  me, 
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or  who  may  hereafter  attend  or  ezaiaiae  me,  from  diBcloaing  any  knowledge 
or  information  which  he  thereby  acquired.' 

Such  a  provision  is  objectionable  in  an  application  for  life  in- 
surance to  be  issued  or  delivered  in  this  State,  since  it  violates  the 
provisions  of  sections  834  and  836  of  the  New  York  Code  of 
Civil  Procedure. 

Holden  v.  Metropolitan  Life  Insurance  Company,  reported 
165  New  York,  page  13." 

Policies  Delivered  in  New  York  Stale  Must  Not  he  Made  Subject 

to  Laws  of  Foreign  States 

Kuling  of  August  3,  1909. 

"  There  was  submitted  a  form  of  application  which  contained 
these  words: 

'  And  that  the  policy  applied  for  and  this  application  shall  be  subject  to 

and  construed  according  to  the  laws  of  the  State  of .'     (Naming 

a  foreign  State). 

The  ruling  thereon  was :  *  This  is  not  proper  in  a  policy  issued 
for  delivery  in  the  State  of  New  York.*  '* 

Use  of  the  Term  "  New  York  Staie  Official  Policies "  Prohibited 

Ruling  of  August  3,  1909. 

'^  In  the  rate  book,  and  in  one  of  the  advertising  leaflets,  the 
policies  are  designated  as  '  New  York  State  official  policies.* 
There  is  no  New  York  State  official  policy  and  your  policies 
should  not  be  so  designated,  in  the  policies,  in  the  rate  book  or 
in  any  literature  descriptive  of  such  policies." 

Words  ^'  Eenewable-Convertible''  May  be  Used  in  Term  Forms 

Ruling  of  March  31,  1910. 

''It  is  suggested  that  in  connection  with  the  title  at  the  top 
of  the  first  page  (of  a  term  form)  or  at  the  foot  of  that  page, 
there  should  appear  the  words,  *  Renewable-Convertible.'  These 
words  point  out  two  very  obvious  advantages  which  this  contract 
offers  over  those  term  contracts  which  do  not  contain  the  renewal 
and  convertible  clauses  and  it  is  thought  that  in  the  interest  of 
persistent  insurance  it  will  be  well  to  use  the  words  suggested  as 
part  of  the  descriptive  title  of  such  a  contract  as  this." 
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Words    " NonrrenewabU,"    "Non-convertible*'    Must    he    Used 
When  Term  Form  Does  Not  Provide  for  Renewal  or  Conversion 

Ruling  of  January  15,  1913. 

"  The  Department  holds  that  the  spirit  of  section  60  of  the 
law  requires  that  the  nature  of  the  policy  should  be  clearly  stated 
in  its  title,  and  if  a  term  policy  contains  no  provision  for  its 
renewal  as  a  term,  then  the  title  of  the  policy  should  state  that  it 
is  non-renewabla" 

Privilege  of  Renewal  Clause  Must  State  Whetiier  Medical  Re- 
examination Is  Required 

Ruling  of  March  31,  1910. 

"  The  clause  (in  a  term  form)  entitled  '  Privilege  of  renewal ' 
should  state  definitely  and  clearly  whether  the  policy  will  be 
renewed  (as  a  term)  without  medical  re-examination." 

Privilege  of  Change  Clauses  in  Term  Form  Must  6e  Definite  with 

Regard  to  Medical  Examination 

Ruling  of  March  31,  1910.. 

"  The  clause  (in  a  term  form)  entitled  '  Privilege  of  change 
to  other  forms  of  policies,'  should  state  definitely  and  clearly 
whether  that  privilege  will  be  granted  without  medical  re-exam- 
ination/' 

Use  of  Word  "Pension"  in  Installment  Policy    Disapproved 

Ruling  of  April  16,  1913. 

"  The  Department  ruled  that  the  word  '  pension  *  is  not  a 
proper  term  to  use  in  an  insurance  contract  to  designate  install- 
ment  payments.  A  pension  as  ordinarily  defined  is  a  stated 
allowance  to  a  person  in  consideration  of  past  services,  usually 
such  a  payment  from  a  government  to  retired  employees  or  pub- 
lic officers  in  the  civil  or  military  service.  The  word  '  pension ' 
is  in  no  sense  a  life  insurance  term,  and  in  such  contracts  as  these 
the  word  '  installment '  or  '  installments '   is  much  to  be  pre- 
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ferred.  The  word  '  pension '  wherever  it  appears  in  the  two  pro- 
posed forms  and  in  the  specimen  of  proposed  rate  sheet  should  be 
eliminated,  and  the  word  '  installments '  or  '  installment '  should 
be  inserted  in  place  thereof. 

Aggregate  Amount  of  Installments  and  Commuted  Value  Should 

he  Stated  on  Face  of  Installment  Policy 

Extract  from  letter  dated  January  12,  1914,  from  the  Superintendent  to 

the  Fidelity  Mutual  Life  Insurance  Company. 

"  I  am  of  the  opinion  that  the  face  amount  of  the  policy,  or 
insurance  value  of  the  aggregate  amount  of  installments,  should 
be  stated  in  the  text  and  on  the  face  of  the  policy,  if  it  is  not 
satisfactory  to  you  to  place  the  same  at  the  upper  right  hand 
comer,  as  suggested  in  my  letter  of  the  6  th  instant. 

A  certain  other  company  has  covered  this  matter  in  some  of 
its  installment  forms  by  inserting  at  the  upper  left^  below  the 
name  of  the  company  the  words : 

"Annual  Income  of  $ 

For  Life  of  First  Payee 

Beginning  at  the  Death  of  Insured." 

and  at  the  upper  right,  below  name  of  company : 

"  Minimum  Amount  of  Annual  Income 

$ having    Equivalent 

Commuted  Value  of  $ 

etc. 

Commuted  Value  of  Installment  Policy  and  Aggregate  of  InstaU- 

mente  Certain. 

Ruling  of  June  12,  1911. 

This  ruling  was  in  substance  that : 

'^Policy  forms  which  provide  for  installment  payments,  either  installments 
certain  or  installments  certain  and  continuous,  should  show  the  commuted 
value,  or  insurance  value,  on  the  first  page  of  the  policy.  It  is  desirahle,  also, 
that  in  connection  with  the  statement  of  commuted  value,  or  insurance  value, 
the  amount  of  the  installments  certain  be  shown.  That  ordinarily  it  is  suffi- 
cient if  the  commuted  value  and  the  amount  of  the  installments  certain  are 
stated  at  the  upper  right  hand  corner  of  the  first  page." 
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BemeficuLry  in  InsMiment  Pulicy  May  Not  he  Designaied  xu 

"Animibaaii  " 

Ruling  of  September  30,  1912. 

"A  certain  company  submitted  a  policy  form  providing  for 
continuous  monthly  installments  and  designated  the  payee  of  the 
installments  '  annuitant '  instead  of  '  beneficiary.'  The  ruling 
thereon  was  as  follows: 

The  Department  is  of  the  opinion  that  the  word  ^  annuitant ' 
wherever  it  appears  in  this  form  should  be  eliminated  and  the 
word  '  beniefieiary '  substituted  in  plaee  thereof* 


lins^tcdlment  Option  Eiders  ShovJd  not  be  Used  Concvrrently  With 

Issue  of  PoUcy 

Rnliflg  of  November  23,  1911. 

"  The  matter  of  these  riders  has  been  given  careful  considera- 
tion and  the  Department  is  of  the  opinion  that  there  is  no  valid 
reason  why  the  use  of  such  riders  should  be  permitted,  since  it 
appears  that  they  are  to  be  issued  as  of  even  date  with  the  policies 
to  which  they  are  intended  to  be  attached,  and  such  installment 
options  as  are  provided  by  these  riders  can  be,  and  should  be, 
included  in  the  policies  if  the  company  is  willing  in  any  case  to 
pay  the  proceeds  of  the  policy  in  installments.'' 


Waiver  of  Premiums  and  Disability  Provision 

Huling  of  January  9,  1912. 

"About  the  middle  of  April,  1910,  a  hearing  was  granted  to  a 
certain  company  with  regard  to  the  insertion  in  policies  of  life 
insurance  of  a  paragraph  entitled  ^  Waiver  of  premiums '  in  case 
of  total  and  permanent  disability  of  the  insured,  and  since  that 
tim©  all  life  insurance  companies,  whether  foreign  or  domestic, 
which  aro  entitled  to  make  insurance  under  sub.  1  of  section  70, 
have  been  permitted  to  insert  such  '  Waiver  of  premiums '  para- 
graph in  their  policies,  but  companies  are  still  permitted  to  use 
supplemental  contracts  providing  for  disability  insurance." 
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DisdbHiiy  Clause  May  he  Inserted  iru  Ovistanditnff  Pclidesr  Pro- 
viding Policy  Does  Not  Prohibit  Its  use 

Extract   from  letter  dated   February   17,   1914,   from  the   Snperintendent  to 
S.  W.  Cavmach,  agent,.  Manhatlaoa  Life  insurance  Company. 

"  Your  letter  of  the  10th  instant  is  at  hand,  and  it  is  noted  that 
you  wish  to  be  advised  whether  the  laws  of  this  State  prohibit  an 
insurance  company  from  inserting  the  *  Disability  clause  ^  in  a 
policy  issued  in  the  year  1904.  If  the  company  has  a  rider  form 
embodying  the  so-called  '  Waiver  of  premiums  ^  or  '  Disability 
clause/  duly  approved  in  accordance  with  the  provisions  of  sec- 
tion 107  of  the  Insurance  Law  of  this  State,  it  is  permissible  for 
the  company  to  use  such  rider  in  connection  with  any  of  its 
policies  at  whatever  time  they  may  have  been  issued,  provided 
there  is  nothing  in  the  outstanding  policy  which  would  forbid*  the 
use  of  such  a  rider." 

Policy  Form  ^Yi^h  New  Provision  Added  Must  Bear  New  Form 

Niumher 

Extract  from  letter  dated  February  26,  1^14,  from  the  Superintendent  ta  The 

Pcnn  Mutual  Life  Insurance  Company. 

"  If  you  wish  to  utilize  the  presesit  edition  of  Foim  N<k  2  C 
by  printing  thereon  the  so-called  '  disability  provision,.'  I  have 
no  objection  to  your  doing  so,  provided  you  will  assign*  to  the 
new  form  a  distinctive  form  number  and  print  such  distinctive 
form  number  at  the  lower  left-hand  corner  of  the  first  page  of  the 
policy,  and  block  out  the  former  designation  '  Policy  Form  No. 
2  C  It  seems  that  it  will  be  best  not  to  use  the  '  2  C  '  in  the  new 
designation,  but  it  is  suggested  that  whatever  combination  of  num- 
bers and  letters  is  used,  it  should  end  with  '  Dis,'  the  usual  desig- 
nation of  the  disability  provision." 

CloAJLse  Maturing  Policy  at  Face  Amount  on  Proof  of  Total  Dis- 

ahUity  Disapproved 

Extract  from  letter  dated  April  27,  1J>14,  from  the  Superintendent  to  the 

Union  Central  Life  Insuranee  Company. 

"I  note  your  suggestion  that  perhaps  the  wishes  of  this  De- 
partment may  be  met  if  the  clause  concerning  total  disability 
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should  be  revised  in  such  a  way  as  to  provide  that  the  amount  of 
the  policy  be  payable  to  the  insured  and  the  beneficiary  jointly. 
I  assume  that  this  means  payment  of  the  amount  of  the  policy  in 
one  sum,  immediately  after  the  expiration  of  one  year  from  the 
beginning  of  total  disability,  and  my  telegram  is  based  on  that 
supposition.  A  provision  by  which  the  policy  would  be  matured 
for  its  face  amount  forthwith  upon  proof  of  total  disability  would 
amount  to  the  granting  of  accident  insurance,  within  the  meaning 
of  sub.  2  of  section  70  of  the  Insurance  Law,  and  would  therefore 
not  be  permissible  unless  in  accordance  with  the  suggestion  hereto- 
fore made  the  company's  charter  be  amended  to  permit  it  to  do  an 
accident  business,  and  in  that  event  the  policy  must  of  necessity 
contain  the  provisions  required  by  section  107  as  well  as  those 
required  by  section  101." 

Basis  of  Conversion  Charge  Must  be  Stated  in  Policy 

Extract  from  letter  dated  December  3,  1913,  from  the  Superintendent  to  the 

Berkshire  Life  Insurance  Company. 

"  I  am  of  the  opinion  that  the  conversion  provision  in  a  life 
insurance  policy  should  contain  a  statement  of  the  basis  for  de- 
termining the  amount  to  be  paid  for  the  conversion;  first,  for 
the  information  of  the  policyholder,  and  second,  for  uniformity 
and  for  the  purpose  of  comparison  with  similar  provisions  in  the 
policies  of  other  companies." 

SUB.  1.    GRACE  IN  PAYMENT  OF  PREHIXTM 

Interest  on  Premiums  for  Period  of  Grace  Should  he  at  Definite 

Rate  of  Interest 

Ruling  of  August  0,  1900. 

"  The  interest  on  premiums  for  the  period  of  grace  should  be 
at  a  rate  '  not  in  excess  of  6  per  cent  per  annum.' 

Interest  on  premium  after  expiration  of  grace  period, 
(See  Section  89,  sub.  4.) 
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SUB.  2.    INCONTESTABILITT 

Incontestability  Clause  Must  Follow  Language  of  Statute 

Ruling  of  August  1,  1909. 

"  The  provision  concerniDg  incontestability  should  follow  the 
language  of  the  statute  '  after  two  years  from  its  date  of  issue.' " 

Provision  Making  Policy  Incontestable  from  Date  of  Issue  Con- 
trary to  Puhlic  Policy 

Ruling  of  February  26,  1910. 

The  Department  rules  that  a  provision  in  a  policy  of  life  insur- 
ance to  the  effect  that  the  policy  shall  be  incontestable  from  its 
date  of  issue  is  against  public  policy.  The  following  cases  sup- 
port this  ruling: 

Ritter  v.  Mutual  Life  Insurance  Company  of  New  York,  reported  169  U.  S., 
page  139. 

Reagan  v.  Union  Mutual  Life  Insurance  Company,  189  Mass.,  page  555. 

New  York  Life  Insurance  Company  v.  Frank  H.  Hardison,  199  Mass.,  page 
190. 

Bliss  on  Insurance,  §  247. 

Welch  V.  Union  Central  Life  Insurance  Company,  108  Iowa,  page  224. 

New  York  Life  Insurance  Company  v.  Weaver's  Administrator,  114  Ken- 
tucky, page  295. 

Idem 

Ruling  of  April  3,  1913. 

''A  certain  company  indorsed  on  a  form  submitted  to  the 
Department  for  approval  a  receipt  in  effect  a  provision  making 
the  policy  incontestable  from  date  of  issue,  in  consideration  of  the 
payment  of  an  additional  premium.  The  Department  in  answer 
made  the  following  ruling : 

'  You  are  advised  that  this  portion  of  the  form  is  disapproved  for  the  reason 
that  it  is  contrary  to  public  policy  to  make  a  life  insurance  contract  incontest- 
able from  its  date  of  issue. 

•  ••••••••• 

Inasmuch  as  our  statute  requires  that  the  policy  contain  a  provision  in  effect 
that  it  shall  be  incontestable  after  itoo  years  from  He  date  of  ieaue  except  for 
nonpayment  of  premiums,  etc.,  it  seems  to  have  been  intended  that  a  company 
should  reserve  the  right  to  contest  a  policy  for  any  one  of  a  number  of  reasons 
^thin  a  reasonable  period  after  the  date  of  issue,  and  I  am  of  the  opiniofn 
that  the  time  within  which  a  life  insurance  policy  may  be  contested  »hould 
not  he  limited  to  a  period  of  less  than  one  year  from  the  date  of  issue." 

(See  citations  under  preceding  rulings.) 
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Provision  for  IrhconiestabUUy  After  One  Year  Approved 

Ruling  of  December  10,  1912. 

"  You  will  note  that  provision  2  above  quoted  requires  the  policy 
to  contain  a  provision  that  it  shall  be  incontestable  after  two  years 
from  its  date  of  issua  It  is,  however,  customary  with  a  number 
of  companies  to  insert  in  policies  a  provision  that  they  shall  be 
incontestable  after  one  year  from  date  of  issue,  and  such  provision 
has  been  approved  by  this  Department  as  being  more  favorable  to 
the  insured." 

Exception  in  Incontestable   Clause  May  Not  be  Extended  to 

Aviation  Bishs 

Ruling  of  April  9,  1913. 

A  company  proposed  to  insert  in  its  policies  a  provision  in  sub- 
stance as  follows : 

'^  Death  resulting  from,  or  while  engaged  in,  aviation  or  aeronautical 
ascensions,  are  risks  not  assumed  by  the  company.  In  such  cases  the  indem- 
nity shall  be  the  sum  of  the  gross  premiums  paid." 

The  ruling  on  this  proposition  was: 

"  Under  the  law  as  it  is  at  this  time,  I  am  of  the  opinion  that 
such  a  provision  cannot  be  lawfully  incorporated  in  your  policies. 
Subdivision  2  of  section  101  of  the  Insurance  Law  reads  as  follows : 

'  2.  A  proTision  that  the  policy  shall  be  incontestable  after  two  years  from 
its  date  ol  issue  ezeept  for  non-payme&t  of  premiums  and  except  for  violation 
of  the  conditions  of  the  policy  relating  to  military  or  naval  service  in  time 
of  war.' 

It  seems,  therefore,  that  such  a  proviai(m  as  you  suggest  could 
be  made  effective  only  during  a  period  of  two  years  immediately 
following  the  date  of  issue  of  the  policy." 

Date  of  Issue  is  the  Date  the  Policy  Bears  for  Original  Issues 

Extract  from   letter  dated  November  15,   1909,  from  the  Superintendent  to 
the  Northwestern  Mutual  Life  Insurance  Company. 

**  You  ask : 

'Will  yon  please  g^e  me  your  interpretation  of  the  words  date  of  issue  in 
subdivision  2  of  section  101,  standard  provision  clause  in  the  Law  of  1909, 
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amendiBg  iiie  act  in  relation  to  imurance  corporations.  Docs  it  mean  the 
date  which  the  policy  bears,  or  the  date  when  the  home  office  executes  and 
sends  oint  the  policy  for  delivery,  or  the  date  of  actnal  delivery  to  the  in- 
sured T ' 

To  ihdff  my  answer  ia^  the  date  which  the  poliqjr  bears,  for 
original  issues." 


Wordf  '^ Date  of  Issue"  M'ust  Appear  in  Incontedable  Clause 

Ruling  of  February  9,  1911. 

''The  paragraph  entitled  'Incontestability'  reads  as  follows: 
'  This  policy,  with  the  application  therefor,  constitutes  the  entire 
contract  between  the  parties  hereto  and  shall  be  incontestable  after 
one  year  from  its  date/  In  my  letter  to  you,  dated  October  4, 
1909,  in  point  second  I  said  to  you:  '  It  seems  necessary  to  use 
here  the  words  of  the  statute,  '  date  of  issue,'  for  the  reason  that 
the  date  of  a  policy  and  its  date  of  issue  are  not  always  nor  neces- 
sarily the  same,  since  life  insurance  policies  are  frequently  ante- 
dated or  postdated.' " 


Railroad  EmpLoymeni  Clause  Voiding  Policy  Disapproved 

Extract  from  letter  dated  November  29,  1913,  from  the  Superintendetit  to  the 

iEtna  Life  Insurance  Company. 

"  Your  letter  of  the  25th  inst.  inclosing  two  copies  of  draft  of 
proposed  Form  707  X,  was  duly  received.  This  form  has  been 
examined,  and  it  is  noted  that  in  paragraph  8  on  the  third  page 
entitled  ^  Eestrictions '  it  is  provided  that  '  if  death  shall  other- 
wise occur  at  any  time  from  accidental  causes  incidental  to  and 
originating  while  the  insured  is  employed  in  railroad  work,  ex- 
cept as  hereinafter  provided,  this  policy  shall  likewise  be  null 
and  void  except  for  the  full  reserve.  You  are  advised  that  such 
a  provision  in  a  life  insurance  policy  cannot  be  approved^  since 
it  is  in  violation  of  the  provisions  of  sub.  2  of  section  101  of 
our  law." 
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Railroad  Employment;  Extra  Hazards  Covered  by  Extra  Premium 

Extract  from  letter  dated  December  11,  1913,  from  the  Superintendent  to  the 

^tna  Life  Insurance  Company. 

"  I  am  of  the  opinion  that  the  only  way  to  cover  the  extra 
hazards  of  employment  in  railroad  work  is  hy  means  of  an  extra 
premium,  but  I  should  not  object  to  a  provision  to  the  eflFect  that 
in  case  insured  at  the  time  of  paying  any  premium  shall  furnish 
proof  to  the  company  that  he  is  not  engaged  in  railroad  work 
or  any  other  extra  haziardous  calling,  the  company  will  refund  to 
him  the  amount  of  the  extra  premium  required  while  he  is  em- 
ployed in  railroad  work." 


SUB.  8.    APPLICATION  MADS  A  PART  OF  POUCT  CONTSACT 

Where  Application  is  Made  Part  of  Contract,  Policy  Should 

State  that  Fact 

Ruling  of  August  3,  1900. 

"If  a  copy  of  the  application  is  attached  to  the  policy  and 
thereby  made  a  part  of  the  contract  (Section  58),  the  policy 
should  in  every  such  case  contain  a  provision  that  '  the  policy 
and  the  application  shall  constitute  the  ^itire  contract  between 
the  parties/  " 

(See  §  58,  sub.  3  and  references.) 


Application  Not  to  be  Printed  in  Policy 

Ruling  of  October  24,  1911. 

"  Subdivision  3  of  new  section  101  is  in  entire  harmony  with 
the  provision  of  section  58,  to  the  effect  that  the  application  may 
be  made  a  part  of  the  contract,  but  this  does  not  imply  that  under 
either  of  those  sections  the  application  or  a  copy  thereof  may  bo 
printed  in  the  policy.  As  you  say,  that  is  not  required,  does  not 
seem  to  be  contemplated  by  any  statute,  and  probably  it  would  not 
be  permitted." 
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Where  Applicaiion  is  Made  Part  of  Contract,  Application  Blank 
Must  be  Filled  Out  and  Submitted  with  Policy 

Ruling  of  January  18,  1912. 

^'  Some  months  ago  it  became  necessary  to  require  that  all 
policy  forms  submitted  to  this  Department  which  contain  a  pro- 
vision to  the  effect  that  the  policy  and  the  application  constitute 
the  entire  contract  should  be  accompanied  in  each  case  by  a  copy 
of  such  application,  including  the  statements  to  the  medical  exam- 
iner, filled  out  completely  with  hypothetical  answers/' 

Application  Must  Not  be  Included  in  Policy 

Ruling  of  March  6,  1912. 

"  Your  proposal  to  insert  the  words  *  which  includes '  in  place 
of  the  word  ^  and '  in  the  first  line  of  that  section  would  make  it 
read:  *  This  policy  which  includes  the  application  therefor'  and 
would  not  be  in  accordance  with  the  fact,  since  the  application  is 
not  included  in  the  policy. 

I  am  of  the  opinion  that  the  proposed  change  in  this  section  is 
objectionable,  since  it  does  not  meet  the  requirements  of  sub.  3  of 
section  101  of  the  Insurance  Law." 

SUB.  4.    AGS  OF  INSURED  MISSTATED 

Policy  Must  Vontain  Specific  Provision  for  Relief  in  Cases  of 

Misstatement  of  Age 

Ruling  of  August  3,  1909. 

^'The  policy  must  contain  a  provision  that  if  the  age  of  the 
insured  has  been  misstated,  the  amount  payaible  under  the  policy 
shall  be  such  as  the  premium  paid  would  have  purchased  at  the 
correct  age.  A  promise  on  the  part  of  the  company  to  refund 
the  excess  premiums  when  the  age  of  insured  has  been  over-stated 
does  not  satisfy  the  requirements  of  the  statute.'^ 

Promise  of  the  Company  in  Above  Case  Not  Sufficient 

Ruling  of  August  7,  1909. 

"  The  promise  of  the  company  to  repay  the  excess  premium 
when  the  age  of  insured  has  been  overstated,  does  not  satisfy  the 
requirements  of  the  statute.'' 
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Misstaiement  of  Age  Provision  in  Annmttf  Contract 

Ruling  of  September  8,  1909. 

"  In  the  annuity  forms,  tlie  provision  in  regard  to  misstate- 
ment of  age  does  not  quite  answer  the  requirement  of  the  statute 
(new  section  101,  sub.  4).  It  seems  that  the  correct  way  to  set 
forth  such  a  provision  in  an  annuity  contract  would  be  to  say, 
substantially,  that:  ^  If  the  age  of  the  annuitant  has  been  mis- 
stated in  the  application  then  the  amount  of  the  annuity  payable 
under  the  policy  shall  be  such  as  the  premium  paid  would  have 
purchased  at  the  correct  age  of  such  annuitant,'  with  a  suitable 
reference  to  the  company's  rates  in  force  at  the  date  of  issue  of 
the  contract,  and  to  annuity  payments  made  on  the  contract  prior 
to  the  discovery  of  the  fact  that  the  age  of  annuitant  has  been 
misstated.^' 

Misstatement  of  Age  Provision  May  he  Omitted  from  Industrial 

Policies 

Ruling  of  April  25,  1912. 

"  Replying  to  the  inquiry  in  the  latter  part  of  your  letter,  the 
various  provisions  of  section  101  of  the  Insurance  Law  are  not 
held  to  apply  to  industrial  policies,  and  there  is  no  other  provision 
in  the  law  requiring  a  policy  to  contain  a  provision  as  to  misstate- 
ment of  age  unbodied  in  sub.  4  of  section  101. 

While  some  of  the  companies  issuing  industrial  policies  have 
voluntarily  incorporated  this  provision,  I  do  not  consider  section 
101  broad  enough  to  permit  this  requirement,  and  such  policies, 
without  a  reference  to  the  misstatement  of  age,  have  been  ap- 
proved by  this  Department." 

SUB.  6.    OPTIONS  ON  STTRHENDER  OR  LAPSE 

Ruling  of  August  3,  1909. 

"  The  wording  of  this  clause  should  follow  the  language  of  the 
statute  ^  after  three  full  annual  premiums  shall  have  been  paid.' '' 

NON-FORFEITURE  OPTIONS 

Waivsr  of  Lapse  or  Forfeiiure  Pravisuma  in  AppUcaiion 
(See  ruling  of  Aug.  7, 1909,  §  88,  sub.  18.) 


§  101  (niw)  Extracts  from  Kulings  and  Opinions  309 
Caneellation  Clause  m  "  Wife  Insurance  "  Policy  Disapproved 

Ruling  of  February  1,  1910,  bj  Counsel  to  the  Department. 

**  The  Life  Insurance  Company  submits  the  fol- 
lowing clause  for  approval : 

'It  is  expressly  understood  and  agreed  that  this  policy  shall  become  ipso 
facto  null  and  void  in  the  event  of  the  cancellation,  for  any  cause,  of  policy 

No ,   issued  by  this  company  on  the  life  of    ,  the 

hosbaBd  of  the  insured  hereunder,  and  tkat  all  the  benefits  hereunder  shall 
thereupon  cease  except  as  to  paid  up  insurance  under  the  nonforfeiture  clause 
on  the  second  page  hereof.' 

I  advise  against  approving  this  clause;  the  company  should 
carefully  examine  the  circumstances  surrounding  the  application 
for  ^  wife  insurance '  in  the  &r8t  instance,  and  so  avoid  the  risk 
it  attempts  to  cover  by  the  clause  quoted." 

Bwrrender  Value,  Substandard  Risk 

Ruling  of  January  12,  1912. 

''  I  note  your  inquiry  concerning  an  endowment  policy  i8.sued 
OIL  a  substandard  risk,  and  whether  in  the  case  of  lapse  of  such  a 
policy  after  the  payment  of  three  annual  premiums^  the  policy 
might  not  provide  for  paid-up  insurance,  omitting  the  provision 
for  extended  term  insurance.  On  this  point,  you  are  advised  that 
it  is  permissible  to  provide  in  such  a  policy  for  paid-up  endow- 
ment insurance  for  a  reduced  amount,  in  the  case  of  lapse  and 
surrender  after  the  payment  of  three  annual  premiums,  provided 
the  insured  in  his  application  shall  state  definitely  his  election  to 
take  such  paid  up  insurance  for  a  reduced  amount,  the  policy  in 
that  case  to  contain  a  provision  for  such  paid  up  insurance,  in  ac- 
cordance with  the  terms  of  the  application  and  omitting  all  refer- 
ence to  extended  term  insurance." 

Basis  of  Values  Should  he  Stated  in  Policy 

Ruling  of  April  7,  1913. 

"  The  Department  suggested  that  the  Company  insert  in  the 
policy  form  a  statement  substantially  as  follows : 

'The  values  set  forth  in  this  table  are  mathematical  equivalents  and  are 
based  on  the  American  Experience  Table  of  Mortality  and %  interest 
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(naming  the  rate  of  interest  upon  which  reservea  are  based,  either  Zy^% 

or  3%)   less  a  surrender  charge  of  not  more  than  %   (not  more  than 

2%% )  of  the  face  of  the  policy  until  the  completion  of  the 

policy  year,  at  which  time  and  thereafter  there  is  no  deduction  made  as  a 
surrender  charge/ 

It  seems  that  the  proper  place  for  incorporating  this  statement 
in  your  policy  would  be  in  connection  with  the  paragraph  entitled 
'  Options  on  Surrender  or  Lapse '  and  immediately  above  the 
'  Table  of  Values/  " 

Statement  of  Maximum  Surrender  Charge 

Extract  from  letter  dated  January  13,  1914,  from  the  Superintendent  to  the 

Phoenix  Mutual  Life  Insurance  Company. 

"  I  have  given  careful  consideration  to  the  point  set  forth  in 
your  letter  of  the  3d  inst  and  I  am  of  the  opinion  that  a  form 
of  policy  which  says  that :  '  Such  cash  value  at  the  end  of  the  fully 
paid  policy  year  is  the  then  terminal  reserve,  in  whole  number  of 
dollars  for  each  one  thousand  dollars  of  insurance  under  this 
policy '  etc  is  not  so  satisfactory  as  would  be  a  provision  stating 
that  beginning  with  a  certain  policy  year  and  thereafter  the 
amount  of  the  surrender  charge  shall  not  exceed  one  tenth  of  one 
per  cent^  of  the  amount  ins-ured." 

Surrender  Charge,  Industrial  Policies 

Extract  from  letter  dated  January  29,  1914,  from  the  Superintendent  to  the 

Prudential  Insurance  Company  of  America. 

"  I  am  of  the  opinion  that  your  industrial  forms  are  satisfactory 
as  they  are  now  phrased,  and  I  appreciate  the  fact  that  the  sur- 
render charge  under  such  policies  is  an  insignificant  amount,  and 
in  most  cases  the  advantage  seems  to  be  in  favor  of  the  insured, 
since  more  than  the  entire  reserve  is  given,  under  your  practice  of 
treating  four  days  and  more  as  a  full  week." 

Dividends  Applied  to  Payment  of  Premiums 

Ruling  of  September  19,  1912. 

"  Certain  companies  now  provide  in  their  policies,  issued  since 
January  1,  1910,  when  new  section  101  of  the  Insurance  Law  be- 
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came  effective,  for  the  payment  of  premiums  thereon  from  the  ac- 
cumulated dividends,  but  the  law  of  this  State  does  not  require 
companies  to  insert  such  a  provision  in  their  policies,  and  I  am 
of  the  opinion  that  a  company  cannot*  be  compelled  to  do  what  you 
ask  unless  the  policy  contains  a  provision  to  that  effect." 

SUB.  7.    POLICY  LOANS 

Policy  Loan  Provision  Should  State  a  Definite  Rate  of  Interest 

Ruling  of  August  7,  1000. 

"  The  provision  in  regard  to  loans  should  state  definitely  the 
rate  of  interest  at  which  loans  will  be  made  to  the  owner  of  the 
policy.  Section  101,  sub.  7  requires  that  this  provision  recite  that 
loans  on  the  policy  will  be  made  '  at  a  specified  rate  of  interest'  *' 

Idem 

Ruling  of  August  9,  1909. 

"  The  statute  (sec.  101,  sub.  7)  requires  that  the  policy  shall 
contain  a  provision  stating  that  loans  will  be  made  '  at  a  specified 
rate  of  interest'  It  is  not  enough  to  say  in  the  policy  that :  '  The 
rate  of  interest  charged  shall  not  exceed  six  per  centum  per 
annuna.' '' 

(See  §  97,  "  Sub.  10.  Loan  or  Advance  to  agent") 

Idem 

Ruling  of  October  7,  1912. 

The  Department  ruled  that  a  "  policy  must  contain  a  provision 
that  loans  will  be  made  at  a  specified  rate  of  interest,  and  that 
the  rate  of  interest  can  be  specified  in  no  way  except  by  naming  a 
definite  rate  of  interest  at  which  loans  will  be  made." 

Idem 

Ruling  of  May  6,  1913. 

"In  the  paragraph  at  the  top  of  the  third  page,  entitled 
'Loans*  it  is  provided  that  a  loan  will  be  made  upon  the  sole 
security  of  the  policy  '  at  a  rate  not  to  eitceed  6  per  cent  interest 
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per  annum.'  The  statute  requires  that  the  rate  of  interest  at  which 
loanfl  will  be  granted  must  be  a  '  specified  rate/  If  you  wiah  the 
loan  provision  in  your  policy  to  specify  6  per  cent,  as  the  rate  of 
interest  upon  such  loan,  you 'should  strike  out  the  words  ^  not  to 
exceed '  at  the  beginning  of  the  second  line  of  that  paragraph 
and  insert  the  word  ^  of '  in  place  thereof." 


Deduction  hy  Company  in  Advance  of  Six  ?er  Cent.  Interest  on 

Loan  not  Usury 

Opinion  of  Counsel  to  Department,  dated  May  12,  1914. 

"  The  following  question  was  submitted  to  the  Department: 

'  Cmn  a  company  doing  an  insurance  businefls  in  this  State  make  a  loan  <m 
its  policy,  deducting  in  advance  interest  calculated  at  the  rate  of  6  per  cent, 
per  annum  without  being  guilty  of  usury  ? " 

The  question  submitted  must  be  determined  by  the  term  for 
which  the  loan  is  made.  It  is  the  settled  rule  in  short  term 
loans  that  interest  may  be  reserved  in  advance  at  the  highest 
legal  rate  without  rendering  the  loan  usurious.  If  the  loan  is 
for  a  longer  period  than  one  year,  deducting  interest  at  the  highest 
legal  rate  is  held  to  be  usurious. 

Judge  Denio,  in  the  case  of  Marvine  v.  Hymers,  12  N.  Y.  223, 
states  clearly  what  seems  to  be  still  the  law  on  this  subject  as 
follows : 

*  It  is  well  settled  that  upon  the  discounting  of  commercial  paper  not 
having  a  longer  time  to  run  to  maturity  than  the  notes  and  bills  which  are 
usually  discounted  by  bankers,  interest  on  the  whole  amount  of  the  prin- 
cipal agreed  to  be  paid  at  maturity  not  exceeding  legal  rate  may  be  taken 
out  in  advance.' 

Upon  the  authority  of  the  foregoing  decision  and  prior  and 
subsequent  cases  on  this  point  in  this  and  other  jurisdictions,  I 
advise  that  the  Niagara  Life  Insurance  Company  can  legally 
charge  the  highest  legal  rate  of  interest  and  deduct  the  said  in- 
terest at  the  time  of  making  the  loan." 
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Words  ^^At  Any  Time  "  Should  Not  be  Omitted  from  Loan 

Provision 

Killing  of  February  20,  1912. 

"  If  you  will  refer  to  sub.  7  of  section  101,  you  will  note  that 
the  statute  requires  that  a  policy  of  life  or  endowment  insurance 
shall  contain :  'A  provision  that  after  three  full  years'  premiums 
have  been  paid,  the  company  at  any  time  while  the  policy  is  in 
force  etc'  I  am  therefore  of  the  opinion  that  the  words  '  at  any 
time  *  should  not  be  omitted  from  the  loan  provision." 

Promissory  Note  Must  Not  he  Issued  as  Additional  Security  for 

a  Policy  Loan 

Ruling  of  January  4,  1912. 

"  It  is  noted  that  the  first  part  of  your  form  (658)  is  a  n^o- 
tiable  promissory  note,  and  there  is  contained  in  it  nothing  which 
connects  it  with  the  policy  loan,  thus  making  it  possible  for  the 
note  to  be  detached  from  the  loan  agreement  below  it  and  placed 
in  circulation  as  a  negotiable  commercial  paper.  The  note, 
whether  retained  by  the  company  or  placed  in  circulation  as  com- 
mercial paper,  is  in  effect  security  in  addition  to  the  policy  upon 
which  the  loan  is  made,  and  under  which  the  policy  is  not  the 
'  sole  security '  for  the  loan. 

I  am  of  the  opinion  that  your  policy  loan  agreement  should  be 
amended  by  eliminating  the  note  and  all  reference  to  a  note  or  to 
any  security  other  than  the  policy  upon  which  the  loan  is  made." 

SUBS.  7  and  8.    POLICY  LOANS 

Whai  Headings  for  first  Column  of  Table  of  Values  in  Life 
Policies  are  Lawfui,  Footnote,  When  Necessary 

Extract  from  letter  of  the   Superintendent,  dated  November   15,    1909,  to 

Manhattan  Life  Ins.  Co. 

^^  The  matter  of  the  proper  heading  for  the  first  column  of  the 
Table  of  Values  in  the  forms  of  life  insurance  policies  has  been 
the  subject  of  no  little  thought  because  of  the  variety  of  ways 
in  which  it  has  been  presented. 

I  have  therefore  submitted  to  the  Counsel  to  the  Department, 
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the  question  as  to  headings  for  this  colimm  which  seem  to  be  ao* 
ceptable  and  in  accordance  with  the  requirements  of  the  In- 
surance Law  of  New  York,  section  101,  subdivisions  7  and  8,  and 
the  following  is  a  copy  of  the  memorandum  of  his  opinion  thereon: 

"The  policy  must  set  forth,  in  the  language  of  the  Loan  clause  and  in  the 
table  attached,  that  the  loan  is  available  'after  three  full  years '  premiums 
have  been  paid. 

Expressions  in  the  heading  of  the  table  are  acceptable  where  the  proper 
loan  value  is  set  forth  on  the  line  after  '  3 '  (meaning  years)  as, 

(a)  'After  pa3rment  of  premiums  for.' 

(b)  'Number  of  years  premiums  paid.' 

'  (c)  'After  policy  has  been  in  force,'  provided  the  'Loan  value'  column 
is  explained  by  foot  note,  stating  that  the  loan  value  set  forth  in  the  table 
is  available  during  the  third  year  after  premiums  for  that  year  are  paid. 

(d)  'At  end  of  provided  the  same  footnote  explanation  is  made  as  in  'c' 
above. 

To  this  it  may  be  added  that  fornis  (a)  and  (b)  are  the  ones  which  are 
more  especially  approved,  although  form  (c)  or  form  (d)  will  be  accepted. 

The  foot  note,  if  used,  should  state  in  substance,  that:  'The  loan  values,' 
provided  for  in  the  above  table,  for  the  end  of  policy-years  can  be  obtained 
(less  interest)  during  such  policy-years,  as  set  forth  in  the  above  clause 
entitled  '  Loans.' 

In  case  the  table  contains  loan  values  opposite  '2'  (meaning  years)  the 
column  may  bear  the  heading:  'After  policy  has  been  in  force'  or  'At  the 
end  of  year,'  provided  the  values  are  equal  to  or  greater  than  the  values 
required  by  the  terms  of  section  101,  subdivision  7  and  are  made  available 
during  the  policy-year." 


Loan  Values  in  Single  Premium  Policies  to  Begin  First  Year 

Ruling  of  September  11,  1912. 

"Form  705,  disability,  participating,  single  premium  life  or 
endowment,  should  be  amended  in  the  following  particulars: 

1st  Clause  11,  entitled  '  Loans  *  on  page  3,  should  be  amended 
so  as  to  provide  loans  for  the  first  policy  year,  inasmuch  as  more 
than  three  full  annual  premiums  have  been  paid  on  this  policy  at 
its  inception.  Sub.  7  of  section  101  requires  that  in  the  case  of 
such  a  policy,  loan  values  must  be  available  during  the  first  policy 
year,  subject  to  the  company^s  right  to  defer  loans  for  a  period  not 
exceeding  six  months.*' 
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Idem 

Ruling  of  November  7,  1912. 

"  Second.  Line  36,  strike  out  the  words  '  after  three  full  years/ 
SuK  7  of  section  101  requires  that  policies  shall  provide  loan 
values  *  after  three  full  years  premiums  have  been  paid/  and  since 
in  the  case  of  a  single  premium  policy  more  than  three  full  years' 
premiums  are  paid  at  the  inception  of  the  policy,  loan  values' 
should  be  available  forthwith,  subject  to  the  conditions  which  may 
be  imposed  under  said  sub.  7. 

Fonrth.  It  follows  from  point  second,  above,  that  in  the  '  Table 
of  Loan  and  Surrender  Values  *  loan  values  should  be  shown  for 
the  first  and  second  policy  years." 

When  No  Surrender  Charge  is  Made,  Tabular  Value  Should  he 
Carried  to  Cents,  and  Extended  Term  to  Days 

Extract  from  letter  dated  December  19,  1913. 

The  Departm^it  ruled  that :  "  If  a  life  insurance  policy  con- 
tains a  statement  to  the  effect  that  after  a  certain  policy  year 
there  will  be  no  surrender  charge,  that  promise  must  be  fulfilled 
by  showing  in  the  table  of  loan  and  surrender  values  the  full 
reserve  in  dollars  and  fractions  of  a  dollar  in  the  column  of  loan 
values  for  those  years  in  which  no  surrender  charge  is  made,  and 
opposite  such  loan  values  in  the  column  of  paid-up  extended  in- 
surance the  full  term  of  extended  insurance,  in  years  and  days, 
which  the  full  reserve,  applied  as  a  single  premium,  will  pur- 
chase according  to  the  table  of  mortality  and  rate  of  interest 
adopted  by  the  company." 

SUB.  10.    REINSTATEMENT 

Policy  Should  Contain  Reinstatement  Provision 

Ruling  of  August  3,  1909. 

'^  The  policy  shall  contain  a  provision  that  the  policyholder 
shall  be  entitled  to  have  the  policy  reinstated  at  any  time  within 
three  years  from  the  date  of  default  and  should  follow  the  word- 
ing of  the  statute  in  regard  to  evidence  of  insurability,  payment 
of  overdue  premiums  and  the  rate  of  interest  thereon." 
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Policy  May  State  Thai  Rate  of  Interest  on  Premiums  in  Default 
Shall  not  Exceed  Six  Per  Centum  Per  Annum 

Ruling  of  NoTember  9,  1909. 

"  The  rate  of  interest  on  premiums  in  default,  in  case  of  an 
application  for  reinstatement,  may  -be  set  forth  in  the  provision 
in  the  policy  which  relates  to  reinstatement  by  saying  that  such 
interest  shall  be  *  at  a  rate  not  exceeding  six  per  centum  per 
annum.' " 

SUB.  11.    APPUCATION  TO  SINGLE  PJUUflUM  POLICIES 

Ruling  of  December  31,  1909. 

"A  certain  company  asked: 

'  Which  of  the  provlsiona  that  are  required  to  be  made  a  part  of  other 
policies  may  be  omitted  from  a  paid-up  policy  to  be  issued  in  exchange  for  a 
premium-paying  policy,  in  fulfillment  of  its  conditions?' 

The  ruling  thereon  was  as  follows : 

Provisions  1,  2,  4,  6  and  10  of  section  101  are  not  applicable  to  such  a 
policy. 

Provision  3  is  applicable  only  as  to  the  first  part  thereof,  since  there  is  no 
application. 

Provision  6  may  apply,  or  it  may  not  apply.  It  applies  if  the  paid-up 
policy  is  participating  and  if  it  is  non-participating  it  does  not  apply.  If 
the  paid-up  policy  is  non-participating  the  fact  should  be  stated  plainly  on 
the  face  of  the  policy. 

Provision  7  should  be  modified  by  omitting  any  reference  to  premium  pay- 
ments, and  as  thus  modified  the  policy  should  provide  for  loan  values  not 
less  than  those  specified  in  the  statute,  which  loan  values  shall  be  available 
at  any  time,  subject  to  the  company's  right  to  defer  such  loans  for  not  exceed- 
ing six  months  and  to  collect  interest  thereon  in  advance. 

Provision  8  is  not  applicable  except  as  to  the  loan  values.  Loan  values 
should  begin  with  the  first  policy-year. 

Provision  9  may  apply,  or  it  may  not  apply.  II  the  original  policy  pro- 
vided for  installment  payments,  doubtless  the  paid-up  policy  should  contain 
the  same  provision  unless  the  policyholder  waives  that  feature  when  taking 
out  the  paid-up  policy.  Or,  in  case  the  original  policy  did  not  contain  the 
installment  feature,  the  company  might,  upon  the  request  of  the  policyholder, 
include  the  installment  feature  in  the  paid-up  policy  and  the  table  of  install- 
ments would  then  be  required.  That  provision  is  thus  largely  under  the 
control  of  the  company. 

While  it  seems  that,  as  above  noted,  provision  3  is  not  di- 
rectly applicable  it  is  thought  the  policy  should  recite  that  it 
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shall  be  incontestable  from  its  date  of  issue  except  for  violation 
of  the  conditions  of  the  policy  relating  to  military  or  naval  ser- 
vice, in  time  of  war," 

Note. —  The  above  rulings  are  intended  to  cover  the  case  of  a  paid-up  policy 
issued  at  the  termination  of  the  premium-paying  period  of  a  limited  premium 
contract  and  might  require  some  modifications  in  the  case  of  a  paid-up  policy 
issued  on  the  surrender  of  a  policy  which  had  lapsed  for  non-payment  of 
premiums. 

Section  102  —  Domestic  Companies  Issuing  Partici- 
pating Policies  Not  to  do  a  Non-Participating 
Business 

SVB.  1.    DOMESTIC  CORPORATIONS  RESTRICTED  AS  TO  CHARACTER 

OF  BUSINESS 

Domestic  Company  Cannot  do  Bitsiness  on  Both  Plana  at  one 

Time 

Extract  from  letter  dated  June  20,  1906,  from  the  Attorney-Qeneral  to  the 

Superintendent  of  Insurance. 

"  A  domestic  stock  life  insurance  company  can  change  from 
non-participating  to  a  participating  business,  but  at  any  par^ 
ticular  time  must  do  one  or  the  other." 

Foreign  Life  Insurance  Companies  Heretofore  Licensed  May  do 
Both  Participating  and  Non-Participating  Business 

Extract  from  letter  dated  September  1,  1906,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

^^  I  am  of  the  opinion  that  foreign  life  insurance  corporations 
heretofore  licensed  may  hereafter  be  licensed  if  they  do  both  a 
participating  and  non-participating  business." 

(See  §  83,  sub.  7;  also  §  103,  sub.  11-c.) 

(See  Op.  A.  G.  Sept  1,  1906,  overruling  Op.  June  20,  1906.) 

Non-Participating  Company  after  Jarmary  1,  1907,  May  Not  Use 

Participating  Forms 

Extract  from  letter  dated  November  20,   1906,  from  the  Superintendent  to 

Metropolitan  Life  Insurance  Company. 

'^  On  the  understanding  that  your  company  is  to  do  business 
on  the  non-participating  basis  on  and  after  January  1,  1907,  I 
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am  of  the  opinion  tbat  after  that  date  changes  from  non-partici- 
pating to  participating  forms  may  not  be  made  and  that  changes 
from  participating  to  non-participating  forms  or  changes  ^  to 
different  forms  in  the  same  branch '  may  be  made.  The  changed 
policy  bearing  the  date  of  issue  of  the  original  policy  should  be 
written  on  the  form  in  use  at  the  time  the  original  was  issued." 

Old   Lapsed   Participating   Policy   May    be   Reinstated   After 

January  1,  1907 

Extract  from   letter  dated  December   13,   1906,  from  the  Superintendent  to 

^Provident  Savings  Life  Assurance  Society. 

"  Your  first  question  is : 

(1)  'In  event  of  a  participating  policy  having  lapsed  and  application 
being  made  for  reinstatement  after  January  1,  1907,  would  we  be  entitled  to 
reinstate  the  old  policy,  giving  to  Uie  assured  the  right  to  participate  again 
in  the  surplus  of  the  society?' 

To  this  my  answer  is  in  the  affirmative." 

Companies  May  Issue  Paid-Vp  Non-Participating  Policies  on 
Deferred  Dividend  Forms  Issued  Prior  to  January  1,  1907 

Extract  from  letter  dated  February  19,  1907,  from  the  Superintendent  to  The 
Kquitable  Life  Assurance  Society  of  the  United  States. 

tc  ^  *  *  I  am  of  the  opinion  that  in  continuing  as  here- 
tofore to  issue  paid-up  non-participating  life  insurance  upon  the 
different  forms  of  deferred  dividend  policies  issued  prior  to  Jan- 
uary 1,  1907,  you  are  simply  carrying  out  the  provisions  of  those 
contracts,  and  are  not  doing  business  upon  the  non-participating 
plan  within  the  meaning  of  section  102  of  the  Insurance  Law." 

Old  Participating  Policy  May  be  Changed  for  Another  Form  of 

Participating  Policy 

Extract  from  letter  dated  December  13,   1906,  from  the  Superintendent  to 

Provident  Savings  Life  Assurance  Society. 

"  Tour  second  question  is : 

(2)  'In  event  of  a  policyholder  desiring  to  change  the  form  of  his  policy 
after  January  1,  1907,  from  a  participating  form,  could  we  'issue'  a  new 
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form  with  the  right  to  participation  on  the  plan  desired,  or  would  it  be 
neceBBary  for  us  to  refuse  such  applications  for  change  unless  they  were 
changes  to  non-participating  forms  T ' 

To  this  my  answer  is,  a  participating  policy  issued  prior  to 
January  1,  1907,  may  after  that  date  be  exchanged  for  another 
form  of  participating  policy  written  on  the  original  age  and  date 
of  issue." 


Company  on  Non-Participating  Basis  Not  to  Reinsure  Participai- 

ing  Policies 

Extract  from  letter  dated  July  26,  1907,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

«  ♦  ♦  «  You  state  that  under  date  of  November  14,  1906, 
the  Actuary  of  the  Metropolitan  Life  officially  advised  your  De- 
partment that,  '  after  the  first  day  of  January,  1907,  this  com- 
pany will  go  exclusively  on  a  non-participating  basis.'     ♦     «     » 

I  am,  therefore,  of  the  opinion  that  any  insurance  contracts 
of  other  companies  assumed  by  said  company  on  or  after  January 
1,  1907,  must  be  exclusively  non-participating  and  that  they  are 
forbidden  by  the  clearest  implication  of  law  to  enter  into  any 
participating  contracts,  even  though  such  contracts  were  issued 
by  such  other  companies  prior  to  the  date  mentioned/' 

Nonr Participating  Company  May  Take  Over  Only  NonrParticv- 

pating  Policies 

Where  a  life  insurance  company  having  exercised  its  option 
and  elected  to  go  exclusively  on  a  non-participating  business,  it 
is  incompetent  for  that  company  to  take  over  and  assume  par- 
ticipating contracts  issued  by  other  companies. 

(See  Opinion  of  Attorney-General,  October  19.,  1908.) 

Note. —  But  see  chapter  369,  Laws  of  1911,  which  provides  in  effect  that 
the  section  shall  not  apply  to  policies  of  reinsurance. 

A  Company  Has  No  Right  to  Change  from  a  Participating  to  a 

N on-Participating  Basis 

On  September  24,  1909,  the  Attorney-General  advised  the 
Superintendent  of  Insurance  that  a  non-participating  company 
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which  has  changed  to  do  a  participating  business  cannot  there- 
after return  to  a  non-participating  basis. 

(See  Opinion  of  Attorney-General.) 

Legal  Reserve  Non-Participating  Life  Insurance  Company  Trans- 
acting Business  Exclusively  on  Non-Mulual  Basis  May  he  Ad- 
mitted to  This  State 

Kxtract  from  letter  dated  February   1,    1911/ from  the  Superintendent  to 

Mr.  Archibald  H.  Taylor,  Baltimore,  Md. 

"*    *    *    You  ask: 

*  Witi  you  please  inform  me  if  an  admitted  leigal  reserve  non-participating 
life  inmranoe  company  can  write  buainesB  in  the  State  of  New  York  T ' 

A  stock  life  insurance  corporation  of  another  State,  transacting 
its  business  exclusively  upon  a  non-mutual  basis,  may  be  admitted 
to  do  business  in  this  State,  and  thereafter  shall  issue  only  non- 
participating  policies." 

SUB.  f .  BZCEPTION,  ANNUITIES 

Term  '* Annuities'*  Includes  Survivorship  Annuities 

Extract  from  letter  dated   December  20,   1906,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

"  Yon  write: 

'  On  behalf  of  the  New  York  Life  Insurance  Company,  I  am  instructed  to 
ask  for  your  opinion  as  to  whether  the  term  'annuities'  a»  used  in  section 
102  of  the  Insurance  Law  includes  survivorship  annuities.' 

In  my  opinion  the  term  '  annuities/  as  used  in  section  102,  of 
the  Insurance  Law  does  include  survivorship  annuities." 

SUB.  8.    INTERPRETATION  AND  APPLICATION 

Company  May  Make  Non-Participating  Dividend  Additions  to 

Policies  Issued  Prior  to  1907 

Extract  from  letter  dated  March  12,  1907,  from  the  Superintendent  to  The 

Manhattan  Life  Insurance  Company. 

"  I  am  of  the  opinion  that  you  can  properly  continue  the  prac- 
tice of  making  dividend  additions  on  the  non-participating  basis 
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to  the  old  annual  dividend  policies  on  jour  books.  This  also 
applies  to  the  paid-up  or  extended  insurance  given  for  the  sur- 
render of  your  ten-year  terms  issued  prior  to  January  1,  1907. 
Such  paid-up  or  extended  insurance  policies  should  preferably  be 
carried  on  the  original  numbers  as  that  will  tend  to  lessen  errors 
in  valuation." 

Meaning  of  Word  "  Issued  "  as  used  in  §§  83  and  102  Synony- 
mous With  "  Written "  as  used  in  §  103 

(See  §  83,  sub.  1.) 


Section  103  —  Annual  Reports  of  Life  Insurance 

Corporations 

SUB.  l-G.    REPAIRS  AND  IMPROVEMENTS 

Accounts  Should  be  So  Kept  as  to  Separate  Repair  and  Improve- 
ment Items  from  Other  Expenses  on  Real  Estate 

Sxtract  from  letter  dated  December  26,   1906,  from  the  Superintendent  to 

The  Manhattan  Life  Insurance  Company. 

"  Your  letter  of  the  24th  inst.,  referring  to  Schedule  A  of 
Part  I  of  the  life  statement  blank,  is  received.  The  subheading 
'  Expended  for  repairs  and  improvements '  under  '  Operations 
during  1906 '  does  not  call  for  taxes  or  running  expenses  of 
home  office  building.  This  subheading  is  incorporated  in  the 
blank  in  conformity  with  an  express  provision  contained  in  the 
amended  Insurance  Law,  section  103,  subdivision  1.  /Repairs 
and  improvements'  cannot  be  more  accurately  explained  in  the 
judgment  of  this  Department  by  the  use  of  any  other  words.  The 
accounts  of  your  company  should  be  so  kept  as  to  separate  repair 
and  improvement  items  from  your  other  expenses  on  real  estate. 
We  do  not  suppose  that  you  will  desire  a  statement  as  to  what 
constitutes  your  '  gross  income.'  Your  *  net  income '  will  repre- 
sent the  difference  between  your  gross  income  and  all  expendi- 
tures for  repairs  and  improvements,  taxes,  water  rents  and 
running  expenses  of  your  office  building/' 

11 
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SUB.  1-L.    PURCHASES  AND  SALES  OF  REAL  PROPERTY 

Sale  to  Company  on  Foreclosure  Brought  by  it  Constitutes  a  Pur- 
chase Which  Should  Appear  in  Report 

Extract  from  letter  dated  January  14,  1907,  from  the  Superintendent  to  Th« 

Travelers  Insurance  Company. 

"  In  reply  to  your  letter  of  the  12tli  inst.,  regarding  proper 
return  to  be  made  by  your  company  in  Schedule  A,  Parts  2  and 
3,  as  printed  on  page  10  of  Part  A  of  the  annual  statement  life 
blank,  you  are  advised  that  the  foreclosure  of  a  mortgage  on  a 
parcel  of  real  estate  passing  the  title  to  the  company  constitutes 
a  purchase  which  should  appear  in  Schedule  A,  Part  2,  with  a 
statement  to  the  effect  that  it  was  a  foreclosure. 

Part  3  of  this  schedule  is  intended  to  show  all  parens  of 
real  estate  sold  during  the  year.  It  is  immaterial  whether  the 
property  was  acquired  by  direct  purchase  or  through  foreclosure 
proceedings." 

SUB.  a.    LOANS  UPON  SECURITY  OF  REAL  PROPERTY 

All  Mortgages  Acquired  or  Disposed  of  Durmg  the  Year  Must  he 

Included  in  Anmud  Report 

Extract  from  letter  dated  January  23,    1907,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

"  Your  letter  of  the  22d  instant,  in  the  matter  of  the  ruling  of 
the  Department  that  all  mortgages  acquired  or  disposed  of  during 
the  year  1900  must  be  returned  in  the  schedule  carried  in  Part  B 
of  the  annual  report  blank  at  pages  6  and  7,  is  received. 

This  schedule  as  put  up  in  the  blank  follows  the  precise 
phraseology  of  subdivision  4  of  section  103  of  the  amended  In- 
surance Law  and  the  Department  is  not  prepared  to  sanction  any 
.changes  or  modifications  therein. 

We  appreciate  the  fact  that  the  modifications,  as  suggested  in 
the  memoranda  covered  in  your  letter,  would  make  an  exhibit 
much  more  appropriate  for  a  showing  of  mortgage  loans.  Still, 
in  order  that  uniformity  may  be  maintained,  it  seems  desirable 
that  the  present  schedule  as  carried  in  the  blank  be  used  for  the 
purpose  of  these  returns,  adjusting  such  returns  in  so  far  as  pos- 
sible to  the  schedule  as  set  forth  in  the  blank." 
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SUB.  3.    LOANS  OTHER  THAN  MORTGAGE  LOANS  OR  POLICY  LOANS 

Collateral  Locms  Are  Required  to  Appear  But  Once  in  Schedule 

Thereof  in  Annual  Statement 

l!<ztraet  from  letter  dated  December  13,   1906,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

"  In  reply  to  your  inquiry  as  to  the  proper  manner  in  which 
to  make  a  return  of  your  collateral  loans,  as  called  for  under  the 
third  subdivision  of  section  103  of  the  Insurance  Law,  the  col- 
lateral loan  exhibit  appearing  in  Part  B  of  the  life  annual  state- 
ment blank  at  pages  2  and  3,  you  are  advised  that  the  Depart- 
ment holds  that  any  collateral  loan  in  existence  at  the  beginning 
of  the  year  1906  and  held  at  the  close  of  said  year  should  appear 
in  subdivision  1  on  page  2. 

That  any  collateral  loan  made  during  the  year  1906,  and  held 
at  the  close  of  the  year  1906,  should  be  returned  in  subdivision  2, 
page  2. 

Any  collateral  loan  in  existence  at  the  beginning  of  the  year 
1906,  and  discharged  during  4906,  should  be  returned  in  subdi- 
vision 3,  page  3. 

Any  collateral  loan  made  during  the  year  1906,  and  dis- 
charged doiring  the  year  1906,  should  appear  in  subdivision  4, 
page  3. 

Following  this  ruling,  you  will  note  that  there  will  be  no 
duplication  of  the  collateral  loan  returns.  They  will  be  required 
to  appear  but  once  in  the  schedule  of  collateral  loans." 

Collateral  Loan  Schedule:  Collaterals  Held  on  January  1,  1906, 
Represent  Starting  Point  in  Returns  to  Department,  Changes 
Made  Thereafter  Must  he  Reported 

Extract  from  letter  dated  January  25,    1007,   from  the   Superintendent  to 

New  England  Mutual  Life  Insurance  Company. 

"  Your  letter  of  the  24th  instant,  in  reference  to  collateral  loan 
schedule  carried  at  pages  2  and  3  of  Part  B  of  our  annual  state- 
ment blank  and  asking  for  specific  advices  as  to  how  'certain 
loans '  should  be  listed,  is  received.    The  case  cited  is  as  follows: 
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'Loan  made  August  1,  1902,  renewed  every  six  months;  renewed  August  1, 
1905,  for  six  months  which  eatablished  it  on  hand;  January  1,  1006;  renewed 
again  February  1,  1906,  for  six  months  and  again  for  aix  months  from  Auguflfl 
1,  1906,  leaving  it  outstanding  Januaiy  1,  1907.' 

It  would  seem  desirable  to  quote  the  following  from  a  letter 
addressed  by  this  Department  under  date  of  December  13,  1906, 
to  the  New  York  Life  Insurance  Company : 

'  In  reply  to  your  inquiry  as  to  the  proper  manner  in  which  to  make  a 
return  of  your  collateral  loans,  aa  called  for  under  the  third  subdivision  of 
section  103  of  the  Insurance  Law,  the  collateral  loan  exhibit  appearing  in 
Part  B  of  the  life  annual  statement  blank  at  pages  2  and  3,  you  are  advised 
that  the  Department  holds  that  any  collateral  loan  in  existence  at  the  begin- 
ning of  the  year  1906  and  held  at  the  close  of  said  year  should  appear  in 
subdivision  1  on  page  2. 

That  any  collateral  loan  made  during  the  year  1906,  and  heM  at  the  close 
of  the  year  1906,  should  be  returned  in  subdivision  2,  page  2. 

Any  collateral  loan  in  existence  at  the  beginning  of  the  year  1906,  and 
discharged  during  1906,  should  be  returned  in  subdivision  3,  page  3. 

Any  collateral  loan  made  during  the  year  1906,  and  discharged  during  the 
year  1906,  should  appear  in  smbdivision  4,  page  3.' 

Any  collateral  loan  of  the  character  referred  to  in  your  letter 
in  existence  at  the  beginning  of  the  year  1906  and  held  at  the 
close  of  said  year  should  appear  in  subdivision  1  on  page  2.  Any 
collateral  loan  made  during  the  year  1906,  of  the  character  re- 
ferred to  in  your  letter,  and  held  at  the  close  of  the  year  1906 
should  be  returned  in  subdivision  2,  page  2.  The  date  of  the 
loan  is  the  date  that  it  was  originally  made  by  the  company.  In 
the  column  '  Maturity  of  Loan/  should  be  carried  '  for  six  months 
with  privilege  of  renewals.' 

In  your  letter  herewith  acknowledged  you  state :  '  We  preafume 
that  no  collateral  changes  prior  to  January  1,  1906,  are  to  be 
listed.' 

In  reply:  The  collaterals  held  on  January  1,  1906,  for  any 
particular  loan  represent  the  starting  point  for  the  return  to  the 
Department  to  be  made  in  connection  with  such  loan.  Changes 
made  in  the  collaterals  after  January  1,  1906,  must  necessarily 
appear." 
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SUB.  4.    ALL  OTH£R  PROPERTY 

Schedule  of  all  Property  (Not  Included  in  Real  Estate,  Mortgage 
or  Collateral  Loan  Schedules)  Owned  by  the  Company;  What 
to  Appear  Therein 

Extract  from  letter  dated  December  11,  1906,  from  the  Superintendent  to 

New  England  Mutual  Life  Insurance  Company. 

"Further  acknowledging  your  letter  of  November  19th, 
wherein  you  ask  for  a  ruling  of  this  Department  as  to  certain 
returns  to  be  made  by  a  life  company  in  the  annual  statement 
blanks  furnished  by  us. 

You  first  call  altention  to  the  schedule  required  in  Part  B  of 
the  Department  blank  at  pages  6  and  7  called  for  under  section 
103,  subdivision  4,  of  the  amended  Insurance  Law.  You  refer 
to  the  heading  of  such  schedule  which  reads  as  follows: 

'Schedule  of  all  Property  (not  included  in  Keal  Estate,  Mortgage  or 
Collateral  Loan  Schedules),  owned  by  the  Company  or  in  which  it  has  any 
interest,  including  all  securities,  whether  or  not  recognized  by  law  as  proper 
investments,  also  all  purchases  and  sales  of  Property  (other  than  Keal 
Estate),  made  during  the  year  1906.' 

You  then  set  forth  in  detail  all  the  property  and  securities 
owned  by  your  company  or  in  which  it  has  any  interest,  other 
than  the  classes  specifically  excepted  above  (Real  Estate,  Mort- 
gage or  Collateral  Loan).  The  items  mentioned  by  you  are  as 
follows: 

'Stocks  and  Bonds  (listed  in  Schedule  D,  Parts  1  and  2). 

Premium  Notes. 

Loans  on  Policies. 

Cash. 

Interest  due  and  accrued  on  Bonds. 

Interest  due  and  accrued  on  Premium  Notes  and  Policy  Loans. 

Interest  due  and  accrued  on  other  assets. 

_  • 

Hents  due  and  accrued. 

Market  Value  of  Bonds  and  Stocks  over  Book  Value. 

Uncollected  and  Deferred  Premiums.' 

To  the  first  item:  Stocks  and  Bonds,  to  which  you  call 
attention  as  being  required  to  be  returned  in  Schedule  D,  Part  A 
of  the  statement  blank.  They  are  required  to  be  returned  in 
said  Schedule  D  but  not  with  that  detail  required  in  Part  B  of 
the  life  blank  and  for  that  reason  a  duplication  will  be  neces- 
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sary  as  they  must  be  returned  in  Part  B  in  the  schedule  under 
discussion. 

Premium  Kotes  and  Loans  on  Policies  will  not  he  required 
by  the  Department  to  be  Tetumed  in  this  schedule.  (Part  B, 
pages  6  and  7,  edition  of  1906.) 

Cash  will  not  be  required  to  be  returned  in  this  schedula 

The  various  Literest  items:  BenlB  and  Market  Value  of 
Bonds  and  Stocks  over  Book  Value,  will  not  be  required  to  be 
returned  in  this  schedule.  In  connection,  however,  with  bonds 
and  stocks,  as  you  have  been  advised,  they  will  be  required  to  be 
returned  in  this  schedule  as  in  such  schedule  appears  the  Book 
Value  and  Market  Value. 

Uncollected  and  Deferred  Premiums  will  not  be  required  to 
be  returned  in  this  schedule. 

You  continue  with  the  suggestion  that  the  record  of  ^  Stocks 
and  Bonds  Purchased  During  1906,*  required  in  this  schedule 
will,  as  you  understand  it,  be  practically  a  duplication  of  iJiese 
securities  furnished  in  the  schedule  on  the  preceding  page  of 
Part  B,  namely,  subdivision  5,  with  the  exception  of  the  ad- 
dresses of  the  payees.  As  you  assume,  the  item  on  page  7, 
'  Outlay  other  than  Cost,'  will  be  the  same  as  'Amount  of  Com- 
mission' on  page  4.  It  is  true,  as  you  suggest,  that  there  is 
a  duplication  in  these  two  schedules.  It  is  unavoidable  in  pre- 
paring the  blank  in  accordance  with  tihe  amended  Insurance  Law. 
The  two  items  referred  to  by  yourself  may  be  identical  and  they 
may  not  be.  The  item,  '  Outlay  other  than  Cost '  may,  at  times, 
contain  other  items  than  the  'Amount  of  Commission.'  In  such 
cases  these  items  will  not,  as  you  assume,  be  the  same.'' 

Adjustment  for  Bonds  Bought  at  a  Premium  or  at  a  Discount 

Extract  from  letter  dated  January   18,   1007,  from  the  Superintendent  to 

Security  Mutual  Life  Insurance  Company. 

"  In  further  acknowledgment  of  your  letter  of  the  14th  instant 
regarding  schedule  of  all  property,  etc.,  in  the  life  statement 
blank,  you  are  adrised  that  the  part  which  you  quote:  'Actual 
cost  with  adjustment  if  made  for  amortization  of  premium  and 
accrual  of  discount,'  does  not  require  adjustment  for  amortization 
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or  accrual  urdess  made  hy  the  company.  We  find,  however,  that 
it  is  ihe  practice  of  practically  all  companies  to  make  a  soitabliB 
adjustment  to  bring  the  value  of  the  bonds  to  par  at  their  matu- 
rily.  There  are,  however,  two  or  three  different  methods  of  ad- 
justment, the  beet  of  them,  however,  being  as  follows,  taking 
bonds  bought  at  a  premium  for  our  example: 

'Calculate  the  rate  of  interest  earned  upon  the  bond,  taking  account  of 
the  price  at  which  it  was  purchased.  VHien  this  rate  of  interest  is  obtained, 
determine  the  sinking  fund  which  would  wipe  out  the  premium  year  by 
year  until  the  bond  matures.' 

An  actual  example  of  this  would  make  the  matter  much  more 
dear.  Let  us  take  Boston  city  4  per  cent,  bonds,  which  mature 
1st  of  July,  1^36,  and  which  could  have  been  bought  on  August 
17,  1906,  at  a  premium  of  $30  per  $1,000  bond,  plus  accrued 
interest  from  1st  July  to  August  17.  In  order  that  the  details 
of  the  transaction  may  be  more  readily  seen  we  shall  assume  that 
a  large  amount  has  been  1>ought,  namely  $1,000,000.  By  the  use 
of  published  interest  tables,  which  your  actuary  doubtless  has  in 
his  department,  it  is  found  that  the  rate  of  interest  earned  on  this 
transaction  is  3.83  per  cent,  making  provision  for  the  sinking 
fund  to  amortize  the  premium  of  $30,000  at  the  same  rate  of  in- 
terest (3.83).  On  the  Slst  of  December,  1906,  there  would  be 
four  months  and  thirteen  days  accrued  interest  which,  on  an 
investment  of  $1,030,000  would  be  $14,674.21,  which  is  partly  in- 
terest and  partly  sinking  fund.  The  accrued  interest  on  the  Slst 
December  due  to  you  is  at  the  rate  of  4  per  cent,  on  $1,000,000 
for  four  months  and  thirteen  days,  and  amounts  to  $14,777.76. 
The  difference  between  the  last-mentioned  amount  and  $14,574.21 
is  the  amortization  or  sinking  fund  ($203.55).  According  to  this 
method  the  amount  which  should  appear  in  accrued  interest  is 
$14,574.21,  the  balance  of  $203.55  being  charged  to  bond  account 
The  book  value  of  the  bonds  on  the  31st  December,  1906,  is 
$1,080,000  less  the  sinking  fund,  $203.55,  i.  e.,  $1,029,796.45, 
and  the  aciiuil  cost  allowing  for  amortization  of  premium  is  tbe 

same. 

We  suggest  that  the  foregoing  plan  be  used  by  you  in  tbe 
future.*' 
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SUB.  5-B.    LEGAL  EXPENSES 

Schedule  of  Legal  Expenses;  What  to  Contain 

Extract  from  letter  dated  December  13,  1906,  from  the  Superintendent  to 

The  Prudential  Insurance  Company. 

"Your  third  inquiry  reads  as  follows: 

'  Schedule  5  of  Part  B,  annual  statement  [edition  of  1906] :  '  L^al  ex- 
penses,paid  in  1906.'  In  our  legal  expense  account  are  charged  expenditures 
in  connection  with  matters  before  legislative  bodies.  Are  we  to  include 
these  payments  in  Schedule  5,  also  in  Schedule  6,  or  enter  them  only  in 
Schedule  6  f ' 

In  reply  to  your  inquiry :  On  page  6  of  part  B  is  a  schedule 
of  legal  expenses  paid  during  1906,  in  detail,  required  under  sec- 
tion 108,  subdivision  6,  of  the  amended  Insurajoce  Law. 

On  page  8  of  part  B  is  a  schedule  of  all  expenditures  in  con- 
nection with  matten  before  legislative  bodies,  officers,  or  depart- 
ments of  government  during  1906  required  under  section  103, 
subdivision  6,  of  the  amended  Insurance  Law,  whether  such  ex- 
penditures be  for  legal  services  or  otherwise. 

These  two  schedules  are  prepared  in  accordance  with  the  law. 
The  officers  of  the  companies  in  making  returns  in  connection 
therewith  are  expected  to  comply  with  the  spirit  of  the  law." 

SUB.  8-B.    PAYMENT  OF  HOSE  THAN  $6,000  TO  ANY  PERSON,  FISH 

OR   CORPORATION 

All  Payments  Over  $5,000  Including  Payments  Made  to  Agents 
in  the  Nature  of  Commission  Must  he  Returned  in  Schedule  0 

Extract  from  letter  dated  January  29,   1907,   from  the  Superintendent  to 

the  Provident  Savings  Life  Assurance  Society. 

"  Your  communication  of  the  28th  instant,  referring  to  the 
proper  return  to  be  made  in  Schedule  G  of  Part  A  of  the  annual 
statement  in  connection  with  commission  payments  to  agents 
amounting  to  over  $5,000,  is  received. 

This  question  has  had  the  careful  consideration  of  the  Depart- 
ment and  under  date  of  November  16th  the  Massachusetts  de- 
partment was  advised  in  reply  to  the  following  inquiry:  '  Eefer- 
ring  to  schedule  Q,  page  16,  part  A  of  the  life  blank  (edition  of 
1906),  which  is  designed  to  cover  the  requirements  of  paragraph 
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8  of  flection  103  of  the  New  York  law,  permit  me  to  iDquire  if 
your  Department  construes  this  schedule  to  include  commission  to 
agents  if  the  amount  paid  to  any  one  person  during  the  year  1906 
amounts  to  more  than  $5,000 ' ;  that  ^  any  person,  firm  or  corpo- 
ration acting  as  agents  for  a  life  insurance  company  receiving 
commissions  of  over  $5,000  in  any  year,  must  appear  in  Schedule 

SUB.  8-C.    SCHEDULE  OF  SALARIES  PAID  FOR  AGENCY  SUPERVISION 

Companies  Mvst  Make  Return  of  All  Salaries  Paid  Any  Rep- 
resentative Either  at  Home  or  Branch  Office  or  Agency  of  the 
Company  for  Agency  Supervision 

Extract  from  letter  dated  December   13,  1906,  from  the  Superintendent  to 

The  Prudential  Insurance  Company. 

"  Your  first  inquiry  reads  as  follows : 

*  Schedule  H  of  Part  A,  annual  0tatement  [edition  of  1906] :  Salaries  paid 
In  the  year  1906  to  any  representative,  either  at  the  home  oflSce  or  in  any 
branch  office  or  agency  of  the  company  for  agency  supervision.  Is  it  your 
intention  that  we  include  in  this  schedule  salaries  paid  to  our  industrial 
department  superintendents,  assistant  superintendents,  clerks  in  their  offices, 
and  division  managers  at  the  home  office  having  charge  of  the  industrial 
superintend^neies,  and  the  salaries  paid  for  agency  supervision  of  our  or- 
dinary department  to  the  agency  managers  at  the  home  office  and  agencies, 
ineluddng  clerics  or  local  cashiers  in  our  ordinary  department  managers' 
ageney  offices,  or  only  the  salaries  paid  for  agency  supervision  of  our  ordi- 
nary department  to  the  agency  managers  at  the  home  office  and  agencies  T 
When  these  salaries  amount  to  over  $5,000,  are  they  also  to  be  included  in 
Schedule  G  ? '     [Edition  of  1906.] 

In  reply:  Schedule  H  contemplates  the  return  of  all  salaries 
paid  in  the  year  1906  to  any  representative,  either  at  the  home 
office  or  any  branch  office  or  agency  of  the  company  for  agency 
supervision.  This  contemplates  a  return  showing  the  payment  to 
an  agency  supervisor,  not  necessarily  to  a  clerk  employed  by  such 
an  agency  supervisor.  There  is  no  distinction  made  between  the 
ordinary  and  industrial  departments  of  companies  doing  both 
classes  of  business.  The  compensation  to  an  agency  supervisor  in 
either  of  such  departments  should  appear  in  the  schedule. 

Where  the  payment  to  an  agency  supervisor  is  over  $5,000, 
such  payment  should  be  returned  in  Schedule  G.    In  such  sched- 
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ule  is  a  proper  column  showing  the  title  of  his  position.  Any 
agency  supervisor,  either  at  the  home  office  or  at  any  branch 
office  or  agency  of  the  company  receiving  a  compensation  of  lees 
than  $5,000,  should  appear  in  Schedule  H." 

Salaries  of  Agency  Supervisors,  How  Reported 

Extract  from  letter  dated  January  21,  1908,  from  Superintendent  to  Mutiuil 

Life  Insurance  Company. 

"  You  state  that : 

*  We  have  in  our  service  several  men  who  are  on  the  home  office  payroll, 
who  aid  and  assist  our  vice-president  and  superintendent  of  domestic  agen- 
cies in  his  general  administrative  supervision  of  the  field.  These  men  are 
designated  as  '  agency  supervisors,'  but  being  home  office  employees  and  not 
men  who  report  to  the  managers,  the  question  has  arisen  as  to  whether 
the  expense  for  their  salaries  shall  be  reported  under  No.  19,  'Agency  super- 
vision, traveling  and  all  other  agency  expenses,'  or  under  No.  21,  '  Salaries 
and  all  other  compensation  of  officers,  directors,  trustees  and  home  office 
employees.' 

The  district  managers  of  this  company  are  salaried  employees,  and  are 
engaged  in  the  supervision  of  agents  and  solicitors  in  their  territories.  They 
are  assisted  in  this  work  by  assistant  managers  and  superintendents.  Will 
you  kindly  decide  whether  the  amounts  paid  for  this  service  shaU  be  reported 
under  No.  18,  'Salaries  and  allowances  for  agencies,  including  managers, 
agents  and  clerks,'  or  under  No.  19,  'Agency  supervision,  traveling  and  all 
other  agency  expenses.' 

I  am  of  the  opinion  that  the  compensation  of  the  assistants 
to  your  second  vice-president  should  be  charged  to  item  No.  21 
of  page  8  of  the  annual  statement,  and  that  of  the  district  man- 
agers engaged  in  the  supervision  of  agents  should  be  charged  to 
item  No.  19  and  also  included  in  Schedule  ^H'  of  the  state- 
ment."    [Edition  of  1906.] 

SUB.  9.  LARGEST  BANK  BALANCES  DURING  EACH  MONTH  OF  THE 

YEAR 

Instructions  for  Making  Behums  on  Blank 

Extract  from  letter  dated  December  21,   1906,  from  the  Superintendent  to 
The  Columbian  National   Life  Insurance  Company. 

"Tour  letter  of  the  20th  instant  regarding  Schedule  E  in 
Part  A  of  the  annual  statement  blank  [edition  of  1906],  which 
calls  for  a  showing  of  the  largest  balances  carried  in  each  bank 
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during  each  month  of  the  year,  is  received.  This  schedule  is 
required  hj  the  ninth  subdivision  of  section  103  of  the  amended 
Insurance  Lsm  of  this  State^  which  reads :  '  The  largest  balances 
carried  in  each  bank  or  trust  company  during  eaoh  month  of  the 
year/ 

This  necessarily  means  that  all  of  the  banks  and  trust  com- 
panies with  which  you  have  deposits  shall  be  listed  and  at  tmj 
monih  in  the  year,  where  there  is  a  balance  deposited  with  such 
banks  and  trust  companies,  such  balance  shall  be  shown  and  that 
the  day  of  the  month  when  the  largest  balance  is  on  deposit  shall 
be  the  day  used  for  the  return. 

Your  suggestion  that  in  totaling  these  balances,  representing 
different  days  in  the  month,  you  have  an  improper  showing,  is  a 
fact.  In  preparing  the  final  revise  of  the  blank  this  '  total '  was 
through  an  inadvertence  added.  The  return  should  be  made  in 
accordance  with  the  instructions  contained  in  thb  letter  and  the 
'  total '  should  be  eliminated." 

SUB.  10.    CLAIMS  RESISTED  OR  COMPROMISED 

Adjustment  of  a  Loss  Due  to  Misstatement  of  Age  When  Treated 

as  a  Compromise  Settlement 

Extract  from  letter  dated  June  27,  191*4,  from  the  Superintendent  to  the 

Union  Central  Life  Insurance  Company. 

"  Your  letter  of  *  *  *  is  received,  inquiring  if  the  adjust- 
ment of  a.  loss  because  of  misstatement  of  age  should  be  treated 
as  a  compromise  settlement.  In  reply  permit  us  to  say  that  if  the 
amount  of  a  death  claim  due  under  a  policy  is  adjusted  to  the 
amount  of  insurance  which  the  premium  would  purchase  for  the 
correct  age  of  the  insured,  and  if  the  claimants  under  the  policy 
acknowledge  such  age  and  such  adjusted  amount  to  be  the  correct 
age  and  the  correct  amount  due  under  the  policy,  in  the  opinion 
of  this  Department,  such  settlement  would  not  constitute  a  com- 
promise settlement.  In  case,  however,  the  claimant  under  the 
policy  does  not  freely  acknowledge  the  age  and  the  settlement  to 
be  correct  and  equitable,  the  settlement  should  be  considered  a 
compromise  and  should  appear  in  schedule  F." 
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SUB.  11-B.    MARGINS  UPON  PREMIUMS 

Mortality  Oains  hy  the  Select  and  Ultimaie  Method,  How 

Computed 

Extract  from  letter  dated  January  27,  1903,  from  the  Attorney-General  to 

the  Superintendent  of  Insurance. 

"  *  *  *  The  so-called  '  instructional  to  whicli  objection  is 
made,  are  contained  in  Schedule  Q  of  the  annual  statement  forms, 
which  schedule  relates  to  the  margins  and  expenses  for  the  first 
year  of  insurance,  and  are  as  follows: 

MoBTAUTY  Gains  by  the  Select  and  Ultimate  Method 

1.  As  to  all  policies  where  such  gain  computed  by  the  formula  exceeds  the 
net  premium  (Am.  Ex.  3^/2  per  cent.)  less  one-half  vqx  (Am.  Ex.  3%  per 
cent.),  the  excess  of  said  net  premium  over  said  one-half  vqx  is  to  be  taken 
as  the  gain;  in  other  cases  the  full  gain  is  to  be  taken. 

2.  As  to  all  policies  issued  in  1907  and  terminated  in  1907,  the  proportion- 
ate part  of  the  entire  gain  by  the  Select  and  Ultimate  method,  corresponding 
with  the  portion  of  the  annual  premium  received,  is  to  be  included. 

This  schedule  and  the  instructions  accompanying  it  are  pre- 
pared in  accordance  with  the  provisions  of  subdivision  11  of  sec- 
tion 103  of  the  Insurance  Law,  as  enacted  by  chapter  326  of  the 
Laws  of  1^06.     *    *     * 

The  obvious  purpose  of  this  requirement  is  to  enable  the 
Superintendent  of  Insurance  to  ascertain  whether  the  limitation 
upon  the  amount  which  may  be  expended  by  life  insurance  corpo- 
rations in  procuring  new  business,  contained  in  section  97  of  the 
Insurance  Law,  has  been  complied  with.    *    *    * 

The  insurance  companies  *  *  *  contend  that  this  section 
prescribes  the  measure  of  a  fund,  the  total  of  which  may  be  used 
by  them  for  the  purposes  enumerated,  regardless  of  the  provisions 
of  any  other  section  of  the  Insurance  Law ;  that  it  is  a  limitation 
upon  the  total  expenditure  but  is  not  a  limitation  upon  the  ex- 
penditure of  any  particular  agent  or  as  to  any  particular  policy. 
This  construction  is  directly  contrary  to  the  construction  placed 
upon  this  section  by  the  Appellate  Division  of  the  Supreme  Court, 
Third  Department,  in  the  case  of  Boswell  v.  Security  Mutual  Life 
Insurance  Co.,  reported  119  App.  Div.  723.    *    *    * 

It  is  the  clear  duty  of  this  oflSce,  in  advising  a  Department  of 
the  State  government,  to  follow  the  judicially  construed  meaning 
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of  legislative  enactments.  Sections  84,  97  and  103  of  the  In- 
surance Law  in  their  present  form  were  enacted  by  chapter  326 
of  the  Laws  of  1906,  known  as  the  Armstrong  bill,  and  all  must 
be  construed  and  read  together  as  they  constitute  one  compre- 
hensive scheme  of  remedial  legislation.  Under  date  of  November 
21,  1907,  I  submitted  to  you  an  opinion  as  to  the  construction  of 
sections  84  and  97  of  the  Insurance  Law  and  under  the  ruling  in 
the  Boswell  case  and  the  logical  deductions  therefrom,  I  see  no 
reason  to  modify  the  views  therein  expressed.  The  first  ^  instruc- 
tion,' as  aibove  quoted,  is  in  conformity  to  that  opinion  and  I  be- 
lieve it  to  be  in  accordance  with  the  provisions  of  the  statute. 

As  to  the  second  '  instruction '  above  quoted,  however,  I  am  of 
the  opinion  that  the  same  is  not  warranted  by  the  statute.  Section 
97  expressly  permits  the  use  by  the  company  of  the  aggregate 
amount  derived  from  the  ^  total  loadings '  and  from  ^  the  present 
values  of  the  assumed  mortality  gains  for  the  first  five  years  of 
insurance  on  the  policies  on  which  the  first  premium,  or  install- 
ment thereof,  has  been  received  during  said  calendar  year.'  I 
can  see  nothing  in  this  language  permitting  the  limitation  of  these 
so-called  gains  to  a  '  proportionate  part '  thereof.  The  statute 
plainly  says  that  the  whole  gain  is  available  if  any  installment  of 
the  premium  has  been  paid.  The  only  limitation  is  that  covered 
by  my  former  opinion,  namely,  that  there  first  must  be  set  aside 
from  the  premiums  received  an  amount  sufiicient  to  pay  the  cost  of 
carrying  the  policy  at  select  rates  to  the  date  when  the  next 
premium  or  installment  thereof  is  due ;  and  the  whole  of  the  bal- 
ance of  the  premium  actually  received  by  the  company  would 
seem  to  be  available  to  the  company  as  a  ^  margin '  under  section 
103,  provided,  of  course,  that  such  balance  does  not  exceed  the 
'  margin '  permitted,  that  is,  the  aggregate  of  the  loadings  and 
the  assumed  gain.    *    *    * " 

Interpretation  of  the  Language  of  Section  97  of  the  Insurance 

Law  as  Applied  to  Schedule  "  Q  '' 

Extract  from  letter  dated  October  23,  1908,  from  the  Superintendent  to 
J.  H.  Woodward,  Auditor  and  Assistant  Actuary,  New  York  Office  Insurance 
Department,  State  of  New  York. 

"  Your  favor  of  the  21st  instant  relating  to  the  interpretation 
which  is  to  be  placed  by  the  Department  upon  the  language  of 
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section  97  of  the  Insurance  Law,  has  been  received.    I  quote  from 
your  letter  the  following : 

'  Under  the  instructionB  appended  to  Schedule  Q  covering  the  business  of 
1907,  as  well  as  under  various  Department  rulings,  the  information  to  be 
set  forth  therein  is  upon  the  basis  of  premiums  on  policies  issued  in  1907, 
which  were  either  collected  in  1907,  or  outstanding  or  deferred  on  December 
31st  of  that  year.  All  items  received  or  disbursed  in  1907,  which  pertained 
to  policies  issued  in  1906,  were  excluded. 

If  this  schedule  were  put  on  the  so-called  cash  basis  for  the  year  1906, 
it  would  of  course  mean  that  the  loadings  on  all  iirst-year  premiums  actually 
collected  in  1908,  whether  or  not  the  policy  was  issued  in  the  year  previous, 
would  be  included  in  the  calculation  and  that  loadings  on  semi-annual  and 
quarterlies  outstanding  or  deferred  December  31,  1908,  on  issues  of  1908, 
would  be  excluded.  As  to  mortality  gains,  I  suppose  it  would  mean  that 
a  full  year's  mortality  gain  should  be  included  on  all  policies  where  the 
first  premium  or  instalment  thereof  is  actually  collected  in  1908,  using  the 
proportional  gain  in  cases  of  terminated  policies.  The  commissions  would 
be  those  paid  or  to  be  paid  on  all  premiums  actually  collected  in  1908  and 
the  medical  fees  those  payments  in  1908  which  pertain  to  new  business.' 

The  ruling  contained  in  my  letter  to  the  Metropolitan  life 
Insurance  Co.,  dated  July  9,  1906,  and  the  instructions  appended 
to  Schedule  Q  covering  the  business  of  1907,  were  worded  to  fit 
the  then  circumstances  of  the  case,  and  with  the  knowledge  that 
they  would  necessarily  have  to  be  modified  after  the  first  year. 

I  would  adtvise  you  that>  beginning  with  the  businees  of  the 
current  year.  Schedule  Q  should  be  made  up  in  accordance  with 
the  second  paragraph  quoted  from  your  letter." 

Intetpretation  of  the  La/ngiuhge  of  Section  97  of  the  Insurance 
Law  as  Applied  to  Schedule  ''  Q  '*  for  1908 

Extract  from  letter  dated  April  29,  1908,  from  the  Superintendent  to  The 

Travelers  Insurance  Company. 

"  Your  favor  of  the  23d  inst  was  received  by  due  course  of 
mail ;  in  full  it  reads  as  follows : 

'  In  the  instructions  for  making  up  Schedule  Q  of  the  annual  life  state- 
ment for  1907,  your  Department  stated  that  the  calculations  for  expenses 
and  allowances  on  first  year's  business  were  to  be  based  upon  policies  issued 
and  paid  for  in  1907.  This  would  mean  that  a  policy  issued  in  1906  and 
paid  for  in  1907  was  not  to  be  included.  I  assume  that  your  ruling  was 
based  upon  several  points  in  the  Insurance  Law  of  1906,  among  others  the 
first  part  of  section  97  (Limitation  of  expenses):  'No  domestic  life  insur- 
ance company  shall  in  any  calendar  year  after  the  year  1906,'  also  in  section 
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84  a  part  of  the  third  sentence  is  as  follows:  'Provided  that  the  legal 
minimum  valuations  of  all  contracts  issued  on  and  after  the  first  day  of 
January,  1907,  shall  be/  etc.  I  conclude,  therefore,  that  you  used  the  words 
'  issued  and  paid  for '  because  you  did  not  think  the  law  should  apply  in  any 
way  to  any  period  preceding  1907.  Inasmuch  as  the  instructions  restricted 
to  businesB  issued  and  paid  for  in  any  particular  year  would  mean  that  if 
applied  to  1908,  or  to  any  future  year,  the  business  issued  in  one  year  and 
paid  for  in  another  year  would  be  entirely  left  out,  and  inasmuch  as  limita- 
tion of  expenses  in  section  97  refers  to  '  the  policies  on  which  the  first 
premium  or  instalment  thereof  has  been  received  during  said  calendar  year,' 
I  assume  that  in  making  up  Schedule  Q  for  the  year  1908  and  in  the  inter* 
pretation  of  section  97  in  general,  as  far  as  first  year's  expenses  are  con- 
cerned, those  policies  are  to  be  considered  on  which  the  first  premium  or 
first  instalment  thereof  has  been  received  during  said  calendar  year;  and  I 
assume  that  the  calculations  are  not  to  be  confined  to  policies  issued  and 
paid  for  during  the  year  as  in  the  case  of  1907. 
*  I  shall  be  glad  to  know  if  this  is  your  interpretation  of  the  law.' 

To  this  my  reply  is  in  the  affirmative." 

Mortality  Oains  hy  Select  and  Ultimate  Method  of  Valuation  in 

Schedule  "  Q  " 


Extract  from  letter  dated  June  10,  1909,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 


"  1  advise  you  that  under  the  decision  of  the  Court  of  Appeals 
(Boswell  V.  Security  Mutual  Life  Insurance  Co.,  193  N.  Y.,  p. 
465)  liiis  section  (97  of  the  Insurance  Law)  is  to  have  no  effect 
whatever  upon  contracts  with  agents  entered  into  before  its  pas- 
sage.    *     *     * 

The  mortality  gains  (by  Select  and  Ultimate  method)  re- 
ported in  Schedule  Q  of  the  annual  report,  need  not  include  such 
gains  acquired  through  an  agent  holding  a  contract  not  subject  to 
section  97,  because  they  have  no  effect  one  way  or  another  upon 
the  amount  which  the  company  can  expend  for  new  business. 

In  consddiering  this  question  it  should  be  borne  in  mind  that 
not  every  contract  which  antedates  the  enactment  of  this  section 
(97)  is  excluded  from  its  limitations.  Only  those  contracts  so 
entered  into  which  have  a  definite  period  to  run,  which  has  not 
yet  expired,  are  so  exempt." 

(See  the  opinion  in  full,  beginning  at  page  60,  Part  V  of  1909.) 
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SUB.  11-C.    FOREIGN  CORPORATIONS 

Separate  Statement  Required  in  Reporting  Participating  and 

Non-participating  Business 

Companies  now  issuing  non-participating  policies  which  in  the 
past  issued  both  participating  and  non-participating,  required  to 
make  separate  statement  of  profits  and  losses  with  reference  to 
participating  and  non-participating  business  in  annual  report 

(See  Op.  A.  Q.  Sept  7,  1906.) 


Separate  Statement  of  Profit  and  Loss,  etc.,  on  Partidpaiing  and 
Non-Participating  Policies  Issued  by  t\j/reign  Corporations 
Must  he  Made 

Extract  from  letter  dated  September  28,  1906,  from  the  Superintendent  to 

The  National  Life  Insurance  Company. 

"  The  language  of  the  subdivision  is  mandatory,  and  your 
company  will  be  required  to  make  a  separate  statement  of  profits 
and  losses,  etc.,  with  reference  to  your  participating  and  to  your 
non-participating  business." 


Separate  Statement  of  Profit  and  Loss  Exhibit  on  Participating 
and  Non-Participating  Policies  Not  Necessary  When  Foreign 
Company  Has  Discontin/ued  Use  of  One  Form 

Extract  from  letter  dated  January  8,  1907,  from  the  Superintendent  to  The 
Mutual  Benefit  Life  Insurance  Company,  referring  to  section  102  and  sub- 
division 11  of  section  103. 

"Reading  these  provisions  together  I  am  of  the  opinion  that 
foreign  life  insurance  companies  of  other  States  formerly  issuing 
both  participating  and  non-participating  policies,  and  which  on 
the  1st  inst  discontinued  issuing  one  of  these  forms,  will  not 
have  to  make  the  ^  separate  statements '  mentioned  in  the  sub- 
division referred  to  above." 
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StaivJte  Does  not  Distinguish  between  MtUtuU  and  Stock 

Companies 

In  the  application  of  section  103  no  distinction  is  made  between 
a  mutual  life  insurance  company  doing  participating  business 
exclusively,  and  a  stock  company  doing  a  non-participating  busi- 
ness exclusively. 

(See  Op.  A.  G.  Jan.  27,  1908.) 


SUB.  12.    GAINS  ON  POLICIES  WRITTEN  AFTER  1906 


If 


Meaning  of  the  Word  "  Written  "  in  Section  103,  and  "  Issued 

in  Sections  83  and  102 

(See  ruling  of  Jan.  8,  1907,  §  83,  sub.  1.) 


SUB.  15.     ANNUAL     STATEMENT     OF     SURPLUS     ON     DEFERRED 

DIVIDEND   POLICIES   REQXHRED 

Extract  from  letter  dated  July   13,   1906,  from  the  Superintendent  to  the 

Prudential  Insurance  Company  of  America. 

"  *  *  *  Section  103,  subdivision  15,  provides  for  an  annual 
^  statement  showing  any  and  all  amounts  set  apart  or  provisionally 
ascertained  or  calculated  or  held  awaiting  apportionment  upon 
policies  with  deferred  dividend  periods  longer  than  one  year.' '' 


Section  110  —  Incorporation 

Automobile  Collisidn  Insurance  Prohibited  Under  Section  110 

Extract  from  letter  dated  March  14,  1908,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

''It  is  my  opinion  that  such  insurance  is  permitted  by  com- 
panies incorporated  under  section  70  and  (or)  section  150,  but 
uot  by  those  incorporated  under  section  110." 
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Section  141  —  Rate-Making  Associations 

Group  Insurance;  When  Reduction  in  Bates  Constitutes  a 

Discrimination 

Extract  from  letter  dated  January  28,  1913,  from  the  Superintendent  to  the 

Standard  Accident  Insurance  Company. 

"  Supplementing  our  letter  to  you  under  date  of  the  7th  inst, 
and  in  reply  to  your  communication  of  Dec.  Slst,  you  are  advised 
that  it  is  our  opinion  that  the  insurance  of  all  of  the  employees  of 
a  factory  at  a  uniform  rate,  calculated  to  represent  the  fair  aver- 
age of  risk  presented  by  the  individual  group,  would  constitute  a 
discrimination  in  favor  of  one  individual  and  against  another  in 
the  group  which  would  come  within  the  prohibition  of  section 
141  of  the  Insurance  Law." 

(See  also  §  89,  sub.  4.) 
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Accident  izuiuraiice:  paob 

diaablement  or  disabiKty  insurance  distinguished  from 145 

foreign  company  doing  life  and  accident  business  must  deposit  maximum 

amount 128 

method  of  computing  liability  loss  reserve  by  companies  writing 164-65 

Accident  or  health  insurance: 

commissioDS  on  agent's  or  broker's  own 178 

corporation  may  obtain  agent's  certificate  to  represent  companies Id2 

distinguished  from  health  insurance 126-27 

distribution  of  25  cent  coupons  towards  payment  of  premium  on,  constitutes 

a  rebate 186 

Accident  policies: 

commisRions  on  life  certificates  sold  with 225 

company  doing  health  insurance  business  cannot  reinsure 127 

Accumulations,  foreign  and  domestic,  for  insured  exempt  from  taxation 129 

Action,  attempt  to  limit  time  for  action  on  policy  to  one  year  prohibited 198 

Actuary  acting  as  advisor  must  have  agent's  certificate 191 

Adjusting  claims,  agent  must  not  represent  unauthorized  companies  in 136 

Administration  ticket,  vacancies  in,  how  filled 204 

Admission  of  foreign  corporations: 

capital  paid  in  by  foreign  life  corporation  immaterial  if  proper  deposit  is  made  128 

charter,  foreign  corporation  must  file  copy  of 128 

company  combining  banking  and  life  insurance  business  may  not  be  admitted.  146 

deposits  of 128 

legal  reserve  non-partidpating  life  company  on  non-mutual  basis  may  be 

admitted 320 

mutual  life  company  may  not  be  admitted  as  a  stock  company 146 

statutes,  foreign  life  corporation  must  comply  with  foreign  statute  prior  to. .  127 
Superintendent  may  dispense  with  publication  of  certificate  of  authority  on  12Q 
See  cUao  Foreign  corporation. 

Advances  to  agent .' 260-62 

and  loan  synonyms , 262 

against  first  year  commissions 263-64 

against  renewal  commissions  prohibited 262, 263-64 

Advertising  literature: 

for  delivery  after  Jan.  1,  1910,  should  conform  to  present  law 290 

illustration  and  circulation  of  dividends 140-44 

use  of  term  "  New  York  State  official  policies  "  prohibited 297 

Advisory  board,  renewal  commission  to,  not  a  rebate 180 

Age,  antedating  of  policies 170-76 

where  privilege  is  offered  to  every  applicant,  no  discrimination 170 

[339] 


340      Index  to  Extbaots  from  Rulings  and  Opinions 


PAOE 

Age  of  insured  misstated 307-8 

when  treated  as  a  compromise  settlement 331 

Agency  supervisor 258-60 

agent  receiving  commission  may  not  receive  salary  as 226 

form  letter  allowing  traveling  expenses  to 260 

renewal  commissions  to 258-59,  261 

schedule  of  salaries  paid  for 329-30 

Agents: 

ante-dating  policies 170-76 

bonuses,  prizes  and  rewards  to 229-59 

certificates  of  authority : 

agents'  applications  for  certificates  of  authority 194-97 

rulings  on  law  of  1909 194-95 

Superintendent  has  discretionary  power  to  issue  or  refuse  license 

to  agent 195 

application  of  section  91 188-92 

when  certificates  are  required  of  agents  employed  by  industrial 

companies 188 

certificates  required  of  agents  of  life  club  on  neighborhood  plan. . .   189 
field  canvassers  and  office  help  obtaining  birthdays  and  insurance 

information  must  be  licensed  agents 189 

applications  for  annuities  may  be  accepted  from  person  not  licensed 

provided  no  commission  be  allowed 190 

companies  doing  an  annuity  business  may  employ  non-Ucensed 

persons  as  life  insurance  agents 190 

unauthorized  company  ma}'  place  insurance  on  life  of  citizen  pro- 
vided contract  is  made  direct  with  company 190-91 

actuary  acting  as  adviser  must  have  agent's  certificate 191 

corporation  may  not  be  licensed  as  a  life  agent 191-92 

partnership  may  not  be  licensed  as  a  life  agent 192 

application,  form  of,  for  agent's  certificate  of  authority  under  the  law 

which  became  operative  May  7,  1909 195-97 

certificate  of 134 

does  not  authorize  acts  of  agency  for  other  than  corporation  desig- 
nated     134 

foreign  corporation  as  agent .  .  .  . » 134 

general  agent  for  foreign  company  must  have  certificate 134 

unauthorized  company  cannot  collect  premiums  through  agent. . . .   135 
general  superintendent  of  agencies  of  foreign  company  must  have 

agent's  certificate 135 

commissions,  sharing 192-94 

licensed  agent  may  not  share  commissions  with  non-resident  agent 

who  does  not  hold  a  license 192 

licensed  sub-agent  may  not  share  commissions  on  business  secured 

in  the  State  with  unlicensed  manager 193 

licensed  agent  may  not  share  commissions  with  non-resident  agent 
who  aids  in  procuring  insurance,  unless  surh  agent  holds  a 
certificate  of  authority 193-94 
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Agents — Continued: 

certificate  of  authority — Continued: 

commissions,  sharing  —  Continued :  page 

New  York  agent  may  not  share  commissions  with  non-licensed 

foreign  agent  procuring  prospects 194 

See  also  Commissions. 

compensation  of 226-29 

director  may  act  as 222 

expense  limitations 206-66 

applies  to  each  individual  agent 209,  219-21,  247 

applies  to  foreign  agents 264 

expirations  belong  to 145 

loans  or  advances  to 260-62 

against  first  year's  commissions 263-64 

against  renewal  commissions  prohibited 262, 263-64 

rebates 176-88 

renewal  commissions 240-50 

conmiutation  of 250-58 

salaries 226-29, 267 

taxation  of  premiums 129 

twisting 144-45 

unauthorized  companies,  agent  must  ^ot  represent  in  adjusting  claims 136 

See  also  Sub-agents. 

Amendment: 

of  certificates ^ 135 

of  1909,  increasing  number  of  renewal  commissions 249-50 

1907  amendments,  effect  of,  on  stock  companies 202 

American  Experience  Table: 

adoption  of  by  Superintendent  for  valuation  of  waiver  of  premium  on  per- 
manent disability 158 

adoption  of  for  valuation  of  foreign  policies 159-60 

valuations  of  joint  life  and  last  survivor  insurance 161 

See  also  Select  and  Ultimate  method  of  valuation. 

Amortization,  life  companies  doing  business  in  the  State  must  amortize  bonds. . .  126 

Annual  dividend  policies 148 

life  companies  prohibited  from  writing  other  than 148 

See  also  Deferred  dividend  policies. 

Annual  premium  policies  may  not  be  paid  for  in  monthly  installments 185 

Annual  reports,  see  Reports. 

Annuitant,  beneficiary  in  installment  policy  may  not  be  designated  as 300 

Annuity  contracts: 

application  for  may  be  accepted  from  non-licensed  persons 190 

deferred,  additional  options  in 139 

defined 139,  320 

misstatement  of  age  provision  in 308 

not  subject  to  provisions  of  §§  96  and  97  except  as  to  expenses 205,  214 

restricting  payments  under  (old  §  101) 283-84 

section  89,  forbidding  discriminations,  applies  to 170 

standards  of  valuation  for 162 

Weber  annuities  bill 167 
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Antedating  policies 1 70-76 

where  privilege  is  offeied  to  eveiy  api^icant,  no  discrimination. 170 

ApplicationB: 

for  agent's  certificate  of  authority: 

form  of 195-97 

rulinga  on 194-05 

for  annuity  ocmtraet 190 

for  inauranoe  policies: 

form  of 139,  287-91 

law  in  force  at  date  of,  will  control  the  contract  (old  f  101) 272 

life  or  endowment  insurance,  applications  for  ddiveiy  after  Jan.  1, 

1910,  should  conform  to  present  law 290 

made  part  of  policy  contract 138,  306-7 

made  prior  to  1907,  when  premiums  to  be  included  in  eiqpense  compu- 
tations. . . : 211 

photographic  copies  of,  must  be  reproduced,  full  size 291 

waiver  in  void 139-40 

waiver  of  lapse  or  forfeiture  provisions  in  void 167 

waiver  of  right  to  have  medical  examination  treated  as  confidential  void.  295-96 

Appraisal  of  securities 134 

Architect,  director  may  not  act  as,  in  construction  of  home  ofSce  building 131 

Assessment  companies: 

may  not  insure  infant 137 

revaluation  of  policies  on  reoiganization  of 135 

Assets,  what  shall  be  allowed  as 164-65 

method  of  computing  reserve  by  companies  writing  liability  insurance  . .  164-65 

Assignee,  premium  may  be  paid  by 221 

Assignment: 

company  selling  bonds  on  installment  plan  may  pay  premium  on  life  policy 

and  take 221 

of  policy  effective  between  the  parties  without  notice  to  company 197 

AsBimiption,  words  "  policies  of  reinsurance  "  in  §  96  cover  cases  of 205 

Attorney  for  unauthorised  foreign  company.  Superintendent  should  not  file 

designation  of 129 

Automatic  feature  of  applying  dividends  not  compulsory  on  foreign  life  companies  155 

Automobile  collision  insurance 147 

Aviation  risks,  exception  in  incontestable  clause  may  not  be  extended  to  cover. .  304 

Bank  balances,  largest  during  each  month  of  the  year,  reports  of 330-31 

Bank  officials  and  employees  as  a  class,  reduction  in  rate  of  premiums  to  pro- 
hibited   168 

Banker,  employment  of  for  purpose  of  procuring  prospects,  does  not  constitute 

a  discrimination 182 

Banking  and  life  insurance  business  may  not  be  combined 146 

Banquet  to  agents  prohibited 237 

Basis  of  values  should  be  stated  in  policy 309-10 

Beneficiary: 

in  installment  policy,  may  not  be  designated  as  annuitant 300 

may  be  an  institution ^ 137 
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Benefit  funds,  taxation  of. 129 

Birthdays  and  insurance  information,  ofSoe  help  obtaining  must  have  agent's 
certificate 189 

Board  contracts  prohibited 181 

Bonds: 

amortization  of. 126 

appraisal  of  market  value  of  by  Superintendent 134 

bought  at  a  premium  or  at  a  diaoount,  adjustment  for 326-27 

exchange  of 124 

investment  in 122-25,  130-31,  221,  268-70 

life  companies  doing  business  in  the  State  must  amortise 126 

U.  S.  government  bonds,    when  accepted  by  foreign  government  Superin- 
tendent may  accept  their  securities 128 

Bonuses,  prizes  and  rewards 229-39 

Boswell  V.  Security  Mutual  life  Insurance  Company  holding  §  97  not  to  be 
retroactive 207 

Brokerage  on  agent's  own  life  policy 176 

Brokers: 

applications  for  annuities  may  be  accepted  from  non-licensed 190 

commissions  on  life,  health  and  accident  policies  of 178-79 

director  cannot  act  as  in  purchase  of  securities 131 

Building  lot: 

gift  of  to  prospective  policyholders  prohibited 183 

giving  of  tickets  or  chances  upon  to  purohaserB,  prohibited 187-88 

Burial  and  undertaking  contract  constitutes  insurance 120-21 

Buainess: 

advances  to  agents  on  sole  security  of  compensation  to  be  earned  by  writing 

new 263 

agent  may  not  be  compensated  for  loss  of 235 

belongs  to  company,  expirations  to  agents 145 

oommissions  based  on  amount  of 229-39,  243-44 

company  not  required  to  aogtegaXe  business  between  assessment  and  legal 

reserve 132 

limitation  of  new 204-6 

Button,  gift  of  to  agents  allowed 239 

C  forms,  use  of  for  antedating  policies  prohibited 170-71 

Cancellation  clause  in  wife  insurance  policy  disapproved 309 

Capital: 

investment  of 122-25,  268-70 

paid  by  foreign  life  corporation  immaterial  if  proper  deposit  is  made 128 

Capital  stock: 

reduction  in 147 

subscription  to  prior  to  admission  allowed 147 

Cash  surrender  values: 

on  lapsed  policies,  discriminations  in  prohibited 169 

in  policy  contracts 166 

standard  policy  may  contain  table  of  (old  §  101) 279 

Cashiers,  present  commissions  may  be  paid  to  if  determined  in  advance 228-29 
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Certificate  of  authority  to  do  business,  Superintendent  may  dispense  with  publi- 
cation of 129 

Certificate  of  incorporation: 

amendments 136 

must  contain  definite  number  of  directors 121 

Certificates,  nomination,  proxy  only  covers  directors  named 203 

Certificates  of  authority,  agents' 188-97 

cover  only  coiporation  designated 134 

to  foreign  companies 134r-35 

life  agents,  may  not  be  issued  to  corporations  or  partnerships 191-92 

Certificates.    See  also  Policies. 

Charter  of  foreign  corporation: 

construed  strictly  against  incorporators 146 

copy  of,  must  be  filed 128 

foreign  coiporation  can  only  act  as  agent  when  authorized  by 134 

Children's  endowment  policies,  provisions  applicable  to 294 

Church  debt,  agreement  to  pay  if  members  will  take  out  insurance  prohibited. .  183 

Claim  period,  shortening  of  limitation  of  in  policy  form,  disapproved 295 

Class: 

defined 168 

discriminations 168-70 

Clerks: 

commissions  to  salaried  clerk,  on  his  own  life  policy,  a  rebate 180 

licensed,  may  receive  renewal  commissions t 244 

present  commissions  may  be  paid  to,  if  determined  in  advance 228 

regularly  employed  under  salary,  commissions  not  to  be  paid  to 226-27 

Club,  see  Life  club. 

Collateral  improvement  notes,  investment  in 268 

Collateral  loans:  ' 

must  be  made  by  board  of  directors 270 

schedule  of  in  annual  statement 323-24 

Collateral  security,  defined 268 

Collection  fee: 

cannot  be  paid  on  premiums  on  which  renewal  commissions  are  paid 242 

commutation  including  approved 251-52 

Collection  of  renewals,  cost  of  may  be  charged  to  estate  of  deceased  agent 246 

Commissions: 

agency  supervisor 226,  258-59 

agents 176-79,  218-25 

bonuses,  prizes  and  rewards 229-39 

compensation  of  agent  must  be  determined  in  advance 226-29 

first  year's  expenses : 210-15 

limitation  applies  to  each  individual  agent 209,  219-20,  247 

loans  and  advances  to  agent 260-62 

advance  and  loan  synonyms 262 

maximum  commissions 221, 242 

pa3rment  of  to  non-licensed  persons 190 

renewal,  eee  Renewal  commissions. 

to  salaried  clerk  on  his  own  life  policy,  a  rebate 180 

sharing  of 179,  192-94 
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Commutation  of  renewal  commiaaions 260-58 

Commuted  value  of  installment  policy  and  aggregate  of  instalimente  certam . . .  209 

Comparative  reports  may  be  circulated 142 

Comparison  of  dividends 142-43 

Comparisons  of  future  net  cost 143 

Compensation  of  agents 226-29 

Competent  proof,  defined 122 

Computations  for  expense  to  be  made  by  calendar  yedrs 210-15 

Consideration  must  be  expressed  in  policy  contract 187 

Contracts: 

application  made  part  of 138,  306-7 

board  contracts  prohibited 181 

immaterial  in  calculating  expenses  whether  contract  be  made  with  general 

or  sub-agents 218 

insurance  contract  defined 120 

life  insurance  company  may  contract  with  agent  for  period  exceeding  one 

year.. 229 

life  or  health  insurance 146 

Nylic  for  agent's  contract  not  within  prohibition  against  bonuses,  prises  and 

rewards 237 

policy  to  contain  entire 138 

of  reinsurance,  legal  if  original  policy  is  legal 127 

renewal,  of  special  agent  with  manager 244 

Select  and  Ultimate  method  not  to  be  applied  to  reinsurance  contract 217 

See  aiao  Annuity  contracts;  Policies. 

Convention,  traveling  expenses  of  agent  to,  may  not  be  paid 234 

Conversion  charge,  basis  of,  must  be  stated  in  policy 302 

Co-partnership,  see  Partnership. 

Corporate  name,  adoption  of  similar 121 

Corporation: 

agent's  certificate  of  authority,  covers  only  designated 134 

investment  in  bonds  of  1907 268 

may  accept  commissions  earned  by  members 179-80 

obtaining  of  agents'  certificates  by 191-92 

reorganization  of  existing 135 

where  commissions  to  exceed  $5,000,  must  be  returned  in  Schedule  G 328-29 

See  also  Foreign  corporation. 

Correspondence  of  Superintendent 120 

Counsel  of  Department,  instructions  to 132-33 

Coupons,  distribution  of  25  cent,  constitutes  a  rebate 186 

Creditor  may  not  insure  life  of  debtor 136-37 

Criminal  prosecution,  witness  on  examination  not  immune  from 132 

Dating  back  of  policy 170-76 

Debtor,  creditor  may  not  insure  life  of 136-37 

Deceased  agent,  expense  of  collecting  renewals  may  be  charged  to  estate  of 246 

Deferred  annuity  contracts,  endorsement  giving  additional  options  in 139 

Deferred  dividend  policies 148-50 

annual  statement  of  surplus  on,  required 337 
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existing  deferred  dividend  policiee 150-51 

issued  in  1907,  but  applied  for  and  premium  paid  in  1906,  not  to  be  included 

in  computation 212-13 

issued  prior  to  January  Ist,  may  be  exchanged  for  two  policies  equal  in  value 

to  the  single  policy 149 

in  mutual  company  issued  in  1906,  but  not  completed  until  1907  (old  §  101) .  272 

policies  on  deferred  dividend  forms  issued  prior  to  January  1,  1907 318 

removal  of  lien  under  (old  §  101) 273-74 

return  premium  feature  may  not  be  added  to 149 

statement  of  accumulations  on  deferred  dividend  policies  heretofore  written, 

not  required 151 

Definitions: 

accident  and  health  insurance  distinguished 126 

adequate  collateral  security 268 

advance  and  loan 262 

annuities 139 

class 168 

competent  proof 122 

date  of  issue 305 

disability  or  disablement  and  accident  insurance  distinguished 145 

government 124,  268 

group  insurance  and  rebates  distinguished 186 

improved  real  property 121 

industrial  insurance  (old  §  101) 275 

installment  of  premiums 215 

insurance  contract .• 120 

issued: 

in  standard  provisions 304-5 

used  in  §  96 204 

used  in  §§83  and  102,  synonymous  with  ''  written  "  used  in  §  103 148 

loan  and  advance  synonyms 262 

no  distinction  made  between  mutual  and  stock  companies,  under  §  103 337 

on  its  behalf,  occurring  in  §  97 209 

"  or  "  in  "  issued  or  delivered  " 290 

policies  of  reinsurance  in  §  96 205 

pure  endowment 294 

riders  and  endorsements  distinguished 292 

Select  and  Ultimate  method 156 

survivorship,  term  "  annuities  "  includes 320 

Deposit  of  securities 121-22 

acceptance  of  purchase  money  mortgages  as 123 

amount  and  kind  required  of  foreign  corporations 128 

excess  may  be  returned 147 

made  for  benefit  of  policyholders  in  U.  S.  includes  policyholders  in  Porto  Rico  128 
Directors: 

authoriaation  of  investment  by  board  of 270 

certificate  of  incorporation  must  contain  definite  number  of 121 

election 198-204 

maintenance  of  lists  of  names  of  policyholders  at  general  agencies 198-99 
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how  copies  of  lists  of  policyholders  may  be  obtained 199 

form  of  authorication 199-200 

company  may  file  corrected  copies  of  last  year's  lists  of  policyholders  with 

supplement  containing  business  for  1910 200 

lists  of  policyholders  in  life  companies  not  subject  to  copjring  for  private 

use 201 

inspectors  of  election  must  be  designated  by  Superintendent 201 

nominations  of  directors  must  be  filed  with  Superintendent 201 

effect  of  section  on  stockholders 201-2 

1907  amendments  not  applicable  to  elections  of  stock  companies 202 

effect  of  amendment  of  1907  on  stock  companies 202 

when  policyholders  may  not  participate  in  election  of  directors 202 

proxy  only  covers  directors  named  in  nomination  certificate 203 

proxy  must  be  executed  within  three  months  prior  to  election 203 

vacancies  in  administration  ticket,  how  filled 204 

may  act  as  agent  of  an  insurance  company 222 

pecuniary  interest  in  transactions 130-31 

officer  of  corporation  selling  securities  not  to  act  on  finance  committee 

of  corporation  making  purchase \  .  130 

loans  and  investments  may  be  made  in  another  corporation  whose  officers 
are  directors  of  the  insurance  company  provided  they  have  no  per- 
sonal interest 130-31 

employment  of  director  as  architect  to  construct  home  office  building 

violates  spirit  of  the  law 131 

pension  to  forbidden 267 

purchase  of  securities  by,  to  meet  foreign  obligations 125 

Disability,  clause  maturing  policy  at  face  amount  on  proof  of  total  disability  dis- 
approved   301-2 

Disability  claim  may  be  inserted  in  outstanding  policies 301 

Disability  or  disablement  and  accident  insurance  distinguished 145 

Disability  provision  and  waiver  of  premiums 158,  300 

Discriminations : 

against  policyholders  in'pa3nnent  of  dividends 152 

antedating  policies 170-76 

use  of  "  C ''  forms  for  antedating  policies  prohibited 170-71 

dating  back  of  a  life  insurance  policy  prohibited 171 

giving  of  new  policy  at  old  rate  of  five  years  previous  a  discrimination  171-72 

agent  must  act  in  good  faith 172 

good  faith  of  transaction  controls 172-73 

when  antedating  of  substituted  policy  not  a  discrimination 173 

no  specific  law  prohibiting  antedating 173 

agents  found  violating  the  law  will  be  proceeded  against 173 

department  rulings  in  re  antedating  of  life  insurance  policies 174-75 

in  re  passage  of  law  permitting  dating  back  for  period  of  six  months. .  175-76 

class  discriminations 168-70 

definition  of  the  word  "  class  " 168 

writing  lives  of  bank  officials  and  employees  as  a  class  at  a  lesser  premium 
falls  within  prohibition  of  section 168 
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new  $5,000  ordinary  life  policy  of  the  Metropolitan  Life  Insurance  Com- 
pany does  not  violate  provisions  of  section 168-69 

discriminations  in  cash  surrender  values  and  paid-up  insurance  on  lapsed 

policies  within  the  prohibition  of  the  section 169 

failure  to  state  rate  of  interest  may  result  in  a  discrimination 169 

"no  discrimination"  where  reserve  value  of  a  small  paid-up  poUcy  is 

applied  towards  purchase  of  new  insurance 169-70 

where  a  privilege  is  offered  to  every  applicant  there  is  no  discrimination .   170 

section  89  applies  to  annuities  as  well  as  to  life  insurance 170 

one  year  term  premiimi 188 

renewable  term  rates  may  be  used  for  non-renewable  term  insurance  on 

impaired  lives 188 

rebate  of  premium 176-88 

mere  proposal  by  agent  not  a  violation 176 

effect  of  rebate  on  a  life  policy 176 

payment  of  brokerage  to  agent  on  a  policy  on  his  own  life  prohibited. . .  176 
payment  of  commission  to  agent  on  a  policy  on  his  own  life,  written  by 

company  represented  by  him,  prohibited 176-77 

a  commission  may  be  paid  to  bona  fide  agent  on  a  policy  on  his  own  life, 

written  by  company  represented  by  him 177 

payment  of  commission  to  agent  on  a  policy  on  his  own  life,  written  by 

company  not  represented  by  him,  prohibited 178 

broker  may  not  be  paid  commission  on  insurance  covering  himself 

(accident  or  health  insurance)  or  property  belonging  to  him 178 

agent  or  broker  may  receive  commissions  on  his  own  health  and  accident 

poUcy 178-79 

officer  of  company  may  insure  his  life  in  company  if  no  rebate  granted 

or  commission  paid 179 

firm  of  brokers  may  place  life  insurance  on  member  who  is  entitled  to 

share  in  the  commission  as  a  general  firm  profit 179 

corporation  may  accept  commissions  earned  by  members 179 

commission  to  salaried  clerk  on  his  own  life  policy  a  rebate 180 

renewal  commission  to  advisor>'  board  not  a  rebate 180 

payments  of  commissions  to  sub-agents  for  purposes  of  remitting  cost 

of  insurance,  a  rebate 180-81 

"  board  contracts  '*  are  prohibited 181 

note  without  legal  interest  charge  accepted  for  premium  equivalent  to 

rebate 181 

giving  of  interest  on  premiums  after  expiration  of  grace  period  pro- 
hibited  181-82 

employment  of  a  person  for  the  bona  fide  purpose  of  procuring  prospects 

not  within  the  prohibition  of  the  section 182 

gifts  to  prospective  policyholders  prohibited 183 

agreement  by  agent  to  pay  church  debt  if  members  will  take  out  in- 
surance, within  the  prohibition  of  section 183 

agent  may  not  buy  stock  of  insured's  corporation  in  consideration  of  his 
taking  out  a  life  policy 183-84 
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reduction  in  premium  rate,  given  to  all  applicants,  not  a  rebate 184 

a  reduction  of  premium  guaranteed  in  policy  contracts  does  not  constitute 

a  rebate 184 

life  company  which  does  business  direct  with  policyholders  through  the 

mail  may  provide  in  contract  for  reduction  of  premiums 184-85 

agent  may  pay  first  year's  premium  and  take  note  of  insured  for  amount 

advanced 185 

annual  premium  policies  may  not  be  paid  for  in  monthly  installments . .  185 

distribution  of  25  cent  coupons  constitutes  a  rebate 186 

"  group  insurance  "  and  "  rebates  "  distinguished 186 

agent  may  refund  first  premium  as  a  gift 186-87 

circular  letter  of  March  10,  1913,  in  re  giving  of  rebates 187 

consideration  must  be  expressed  in  policy  contract 187 

giving  of  tickets  or  chances  upon  a  building  lot  to  purchasers  of  insurance 

constitutes  a  rebate  and  discrimination 187-88 

when  reduction  in  rates  constitutes 338 

Dissolution,  disposition  of  deposits  on 122 

Dividend  policies: 

annual 148 

policyholder  may  elect  annual  dividend  option  in  advance 153 

company  may  make  non-participating  dividend  addition  to  policies  issued 

prior  to  1907 320-21 

deferred 148-50 

existing  deferred 150-51 

issued  in  1907  but  applied  for  and  premium  paid  in  1906  not  to  be 

included  in  computation 212-13 

in  mutual  company  issued  in  1906  but  not  completed  until  1907  (old 

§  101) 272 

removal  of  lien  under 273 

Dividends: 

applied  to  payment  of  premiums 310-11 

apportionment  shall  be  made  annually 151 

distribution  to  policyholders 148-55 

in  foreign  policies 154-55 

on  examination,  Department  should  treat  company's    action  in  declaring 

as  proper 132 

illustration  of;  circulation  of 140-44 

See  Surplus  for  all  rulings. 
Double  American  standards,  to  be  used  in  countries  where  Tropical  scale  is  used .  157 

Efficiency,  prizes  based  on  may  not  be  given 232-33 

Election : 

of  directors 198-204 

policy  cannot  defeat  right  of  election  to  direct  manner  of  payment  of  dividends  152 

Employees: 

group  insurance  and  rebates  distinguished 186 

offioe  help  obtaining  birthday  and  insurance  information  must  have  agent's 
oartifieate 189 
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peofiion  fund  may  be  established  for 267 

renewal  commissions  may  not  be  paid  to  salaried 228-29 

writing  as  a  class  at  a  lesser  premium  prohibited 168 

Employers'  liability  policies,  method  of  computing  reserve  on 164-65 

Endorsements,  see  Indorsements. 
Endowment  policies: 

change  from  term  policy,  commissions  and  renewals  on 223-25 

children's,  standard  provisions  applicable  to , 294 

deferred  dividend  policy  may  be  changed  to 149-50 

forms  of  for  delivery  after  Jan.  1,  1910,  should  conform  to  present  law. . . .  290 

surrender  value,  substandard  risk 309 

valuation  of  in  Tropical  and  Semi-Tropical  countries 157 

Endowments,  pure: 

to  be  considered  as  insurances 294 

proposed  changes  in  form  of  (old  §  101) 283 

valuation  of  policies  issued  on  underaverage  lives 156-57 

Equitable  Life  Assurance  Society,  policyholders  of  may  not  participate  in  election 

of  additional  directors 202 

Estimates  prohibited 140-45 

profits  and  dividends 140-44 

illustration  of  estimated  profits  may  not  be  circulated;  policy  must  con- 
tain entire  contract 140 

prohibition  applies  to  false  estimates  only,  not  to  estimated  dividends 

based  on  actual  dividends  company  is  paying 140-41 

illustrations  of  profits  must  represent  present  day  results 141 

memorandum  of  cost  approved 141 

**  partnership  proposition  "  showing  actual  dividends  paid  may  be  cir- 
culated    142 

comparative  reports  of  various  life  insurance  companies  may  be  cir- 
culated    142 

circular  letter  of  February  21, 1913,  in  re  "  comparisons  of  dividends''  142-43 

comparisons  of  future  net  cost  must  be  complete 143 

estimate  of  future  dividends  must  be  given  in  detail 143-44 

twisting 144r-45 

misrepresentations  of  agents  concerning  policies  of  another  company .  144-45 

business  belongs  to  company,  expirations  to  agent 145 

Examiners,  state,  expenses  of  not  limited  by  §  97 218 

Examiners  and  examinations 131-34 

examination  by  foreign  officials 131 

examiners  may  administer  oaths 132 

report  on  examination  should  show  existing  facts  as  found  by  the  Department  132 

Superintendent  may  examine  after  report  is  filed 132 

witness  testifying  before  examiners  not  immune  from  criminal  prosecution  . .  132 

instructions  to  Department  Counsel  in  re  examinations 132-33 

title  policies  approved  under  Rule  A r 133 

title  policies  disapproved  under  Rule  A 133-34 

Excess  deposits,  see  Deposit  of  securities. 

Excess  valuations,  reports  of .163-64 

Exchange  of  bonds  or  eeourities. 122, 124 
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Expense  limitations:  paqb 

agency  supervisor 258-60 

persons  may  occupy  dual  position  of  agency  supervisor  and  personal 
producer,  provided  expenditures  do  not  exceed  limitations  mentioned 

in  section 258 

remaining  one-third  of  renewal  commission  may  accrue  to  the  agency 

supervisor  or  manager 258-59 

agent,  partly  personal  producer  and  partly  assistant  to  other  agents  is 
salaried  representative  with  reference  to  reduction  in  renewal  com- 
missions of  other  agents  in  his  district 259 

payment  to  general  agent  of  salary  for  supervising  territory  outside  his 

general  agency  district 259-60 

form  letter  allowing  traveling  expenses  to  agency  supervisors 260 

agent,  loan  or  advance  to 260-62 

if  made  by  general  agent  on  behalf  of  company  prohibited;  otherwise  not  260 

advances  against  renewal  commissions  must  cease  January  1,  1907 261 

office  expenses  may  not  be  advanced 261 

general  agent  who  makes  loans  to  soliciting  agent  in  same  company  is 

making  loans  on  behalf  of  company 262 

the  words  "  loan  "  and  **  advance  "  are  to  be  considered  as  synonyms, 

etc 262 

agents'  commissions,  advances  against  first  year 263-64 

advances  to  agents  on  sole  security  of  compensation  to  be  earned  by 

writing  new  business  allow^ 263 

but  such  advances  must  be  made  in  good  faith 263 

advances  against  renewal  commissions  on  and  after  January  1,  1907, 

prohibited 263-64 

agents'  commissions 218-25 

traveling  expenses  of  soliciting  agents  not  chargeable  against  margin 

allowed  for  first  year  business 218 

immaterial  whether  contracts  be  made  with  general  agents  or  with  sub- 
agents  so  long  as  limitations  of  section  be  not  exceeded 218 

section  prohibits  payment  to  a  soliciting  agent  of  any  sum  of  money  in 

excess  of  the  limitation  therein  set  forth 218-19 

limitation  applies  to  each  part  of  the  agency  force,  etc 219-20 

the  restrictions  apply  to  expenditures  by  each  individual  agent 220-21 

maximum  commission  need  not  be  paid  when  procuring  new  business . .  221 

maximum  amount  of  commission  fixed  by  §  97 221-22 

law  does  not  require  payment  of  certain  commissions 222-23 

conunissions  on  term  premiums 223 

policy  issued  in  accordance  with  privilege  granted  in  term  policy  may  be 

considered  "  new  insurance,"  etc 223 

in  re  commissions  to  agents  on  exchange  of  term  policies  for  partici- 
pating life  or  endowment  insurance 223-25 

(k>mmission  on  life  certificates  sold  in  connection  with  accident  policies . .  225 

issuing  insurance  policies  through  mail  order  houses  prohibited 225 

agents,  compensation  must  be  determined  in  advance 226-29 

agent  employed  on  commission  not  entitled  to  other  compensation 226 

commisBions  not  to  be  paid  to  clerks  regularly  employed  under  salary.  226-27 
compensation  may  not  exceed  that  which  has  been  determined  in 
advuioe 227-28 
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increased  compensation  may  not  be  secured  by  retroactive  contract  228 
present  commissions  may  be  paid  to  salaried  clerks  or    cashiers  if 

determined  in  advance,  etc 228-29 

life  insurance  company  may  contract  with  agent  for  period  exceeding 

one  year 229 

application  of  section 205-10 

section  not  operative  until  January  1,  1907 206 

new  provisions  of  law  do  not  affect  contracts  previously  entered  into.  .206-7 
Nylic  contract  not  affected  by  amendment  of  1906  and  should  be  classi- 
fied as  a  general  expense  of  company 207 

section  has  no  application  to  new  business  secured  under  contracts 

entered  into  before  the  passage  of  the  law 208-9 

the  language  ''on  its  behalf  "  prohibits  payment  by  any  person  on  be- 
half of  company  for  forbidden  purposes 209-10 

mutual  life  company  may  not  give  subscription  to  anti-tuberculosis 

league 210 

bonuses,  prises  and  rewards 229-39 

payment  of  commissions  to  agents  based  on  amounts  under  kinds  and 

ages  resulting  in  greater  rate  on  policies  of  large  amount,  allowable . .  229 
contracts  by  which  no  commission  shall  be  paid  unless  given  amount  of 

business  is  written,  allowed 230 

additional  commission  on  first  year's  premiums  prohibited 230 

additional  compensation  based  on  volume  of  business  not  approved  230-31 
necessary  traveling  expenses  of  agents   may  be  paid  provided  com- 
pany keeps  within  limitations  of  §  97 231 

payments  to  agents  must  be  made  in  good  faith 231 

prizes  to  sub-agent  based  on  amount  of  business  written  prohibited. . .  232 
managers  in  various  states  may  not  contribute  to  general  fund  from 

which  prizes  are  to  be  paid  for  ''  largest  amount  of  business  " 232 

prizes  based  on  "  efficiency  "  may  not  be  given 232-33 

extra  commission  based  on  amount  of  new  business  prohibited 233 

salaries  based  on  amount  of  new  business  secured  must  be  charged  to 

cost  of  new  business 233 

payment  of  traveling  expenses  of  agent  to  a  convention  prohibited 234 

graded  renewal  contract  may  be  issued 234 

general  agents  may  pay  railroad  and  hotel  bills  of  their  agents  attending 

annual  meetings  of  the  company 235 

agent  may  not  be  compensated  for  loss  of  business  while  attending  com- 
mittee meetings 235 

prize  systems  and  general  agency  trophies  prohibited 236 

honor  rolls  or  other  reward  of  merit  involving  no  pecuniary  return  to 

agent  not  prohibited 236 

Nylic  for  agents'  contract  not  within  prohibition ' . . .  237 

banquet  to  agents  prohibited 237 

presents  of  jewelry  prohibited 237-38 

gifts  for  services  prohibited 238 

gifts  of  money  prohibited 238 
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gift  of  button  allowed 239 

prize  contests  among  agents,  awards  to  be  paid  for  by  agents,  not  pro- 
hibited   239 

domestic  corporations  or  foreign  corporations 264r^ 

law  is  silent  as  to  contracts  of  general  agents  with  their  sub-agents. . . .  264 

foreign  companies  must  comply  with  section 264 

last  sentence  of  section  applies  to  life  insurance  corporations  of  other 

, .  {jij^states 264 

section  i4>plies  to  foreign  life  insurance  companies  doing  business  in  this 

State 266 

limitation  applies  to  general  agents  of  foreign  companies  authoiized 

to  do  business  in  this  State  wherever  said  agents  may  be  located. .  265 
New  York  company  reinsuring  business  of  foreign  company  may  not 

assume  contracts  to  pay  first  year  and  renewal  commissions  in 

excess  of  maximum  allowed  by  New  York  laws 266 

first  year's  expenses,  loading  and  mortality  savings 210-15 

computations  for  expenses  are  to  be  made  by  calendar  years,  etc. . .  .210-11 
where  applications  and  medical  examinations  are  made  before  January 

1, 1907,  premiums  paid  after  that  date  enter  into  the  computation . .  211 
company  must  report  as  its  true  cost  of  new  business,  sums  paid  under 

each  head,  etc 211-12 

deferred  dividend  policies  issued  in  1907  but  applied  for  and  premium 

paid  in  1906  not  to  be  included  in  computation 212-13 

limitation  on  margins  for  expenses  on  term  policies 213 

date  of  changed  policy  controlling  factor  in  regard  to  subjecting  term 

policy  to  limitation  of  expenses  thereon 213 

first  year's  expense  limitations  upon  term  premiums 213-14 

loadings  on  annuity  contracts  should  be  included  in  calculating  first 

year  expenses 214 

annuity  contracts  not  subject  to  provisions  of  {{  96  and  97  except  as  to 

expenses 214 

what  constitutes  an  "  installment "  of  premiums 215 

renewal  oonmiisBions 240-50 

company  cannot  take  credit  for  loading  of  premiums  in  1907  not  due 

until  1908  and  pay  corresponding  commission  in  1907 240 

no  portion  of  renewal  commissions  shall  be  added  to  first  year  com- 
missions   240 

renewal  commission  clause  approved 240-41 

new  policy  issued  in  accordance  ¥rith  privilege  granted  in  term  policy  is 

new  insurance,  etc 241 

payment  of  maximum  commissions  not  required 241-42 

collection  fee  of  three  per  cent  cannot  be  paid  on  premiums  on  which 

renewal  commissions  are  paid  to  agent 242 

company  may  pay  first  year  and  renewal  commissions  on  differences  in 

premiums 242 

payment  of  commissions  on  renewal  premiums  not  limited  to  those  agents 

who  secured  the  business 242 

12 
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renewal  commissions  to  sub-agent  based  on  amount  of  business  written 

allowed 243 

renewal  contracts  with  sub-agents 243 

renewal  commissions  to  sub-agents  based  on  amount  of  business  pro- 
hibited  243-44 

renewal  contract  of  special  agent  with  manager  allowed 244 

licensed  clerk  may  receive  renewal  oommiaaions 244 

life  insurance  company.may  purchase  renewals 245 

net  rmewal  commissions  may  be  purchased  of  agent  who  has  severed  his 

relations  with  company,  etc 245-46 

expense  of  collecting  renewals  may  be  charged  to.  estate  of  deceased 

agent 240-49 

renewal  commission  amendments  passed  in  1909»  take  effect  May  7, 1909  249 
amendments  of  1909  allowing  additional  renewal  oonmiissions  not  re- 
troactive  24^-50 

amendment  increasing  number  of  renewals,  not  retroactive  to  May  7, 

1909 260 

renewal  commissions,  conomutation  of 250-^ 

company  may  not  oonmiute  renewal  commissions  and  add  commuted 

amount  to  commissions  on  first  year's  premiums 250 

commuted  commissions  cannot  be  added  to  first  year  oonunissions 250 

no  gross  payment  in  lieu  of  renewal  commissions 251 

commuted  renewal  commissions  are  payable  only  from  renewal  pre- 
miums    251 

commutation  including  collection  fee  approved 251-52 

rates  for  commuting,  when  approved 252 

proposed  rate  of  conunutation  approved 252-56 

approval  not  required  for  commutation  less  than  rate  already  approved  256 

rule  of  two-fifths,  how  applied 250^7 

commutation  of  renewal  oonunissions,  eleventh  to  fifteenth  year 257 

restrictions  as  to  commutations  apply  where  agent  goes  to  another  State  257 
provisions  of  Insurance  Law  relative  to  commutation  of  commissions 

permissive,  not  mandatory 258 

Select  and  Ultimate  method  of  valuation 215-18 

estimated  mortality  savinga  according  to  the  Select  and  Ultimate  method 

on  term  policies 215 

computations  relating  to  first  year's  expenses  should  be  based  on  the 

Am.  Ex.  three  and  one-half  per  cent  Select  and  Ultimate  Table,  etc.  215 
expense  allowances  limited  to  gains  realised  by  Select  and  Ultimate 

method  of  valuation 216-17 

Select  and  Ultimate  method  not  to  be  applied  to  reinsanuice  oontraot. .  217 

expenses  of  State  examiners  not  limited  by  S  97 218 

stock  corporations,  when  excepted 266 

stock  company  not  relieved  from  limitations  as  to  renewal  commissions.  266 

Expenses,  legal 328 

Expirations  belong  to  agent 145 

Extra  hazards,  valuation  of 166-i58 

endorsement  covering  may  be  used  in  standard  policy 138 

standards  adopted  by  Superintendent  in  eases  of  invalid  lives  and  other  extra 
hasards  construed  as  l^gal  minimum 157 
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Feet  eoUeetion:  paob 

cannot  be  paid  on  premiuma  on  which  renewal  eonmuaaionB  are  paid 242 

eommutation  including  approved 251-52 

Field  canvaasen  obtaining  birUidays  and  inmurance  information,  agent's  certificate 
required  of 189 

First  year's  expenses,  loading  and  mortality  savings 210-15 

Forecloeure,  sales  to  company  on  should  appear  in  report 322 

Foreign  agents,  expense  limitations  apply  to 205 

Foreign  corporation: 

as  agent 134 

banking  and  insurance  corporations  may  not  be  admitted 146 

capital,  amount  paid  in  immAterial  if  deposit  is  made 128 

charter  of  construed  strictly  against  incorporators 146 

deposits,  amount  and  kind  required 128 

dividends 148, 1 54-55 

expense  limitations  of  {{  96  and  97  vpply  to 206, 264r-65 

heretofore  licensed  may  do  both  participating  and  non-participating  business  317 

jurisdiction  of  Superintendent  over 127 

legal  reserve  non-participating  company  on  non-mutual  basis  may  be  admitted  320 

must  comply  with  foreign  statute  prior  to  admission 127 

must  file  copy  of  charter 128 

mutual  life  may  not  be  admitted  as  stock  company 146 

participating  policy,  distribution  of  surplus  annually 154r-i55 

reports,  separate  statement  in  reporting  participating  and  non-participating 

business  required 336 

sharing  commissions  with  non-licensed  foreign  agent 192 

standard  policy  forms,  use  of  by  (old  S  101) 271 

taxation  of 129 

unauthorised,  agent  must  not  represent  in  adjusting  claims 136 

may  insure  cttisen  directly 190-91 

may  not  appoint  attorney 129 

must  not  employ  medical  examiners  in  this  State 136 

valuation  of  policies 159-60 

amendments  as  to  surrender  values  of  lapsed  or  forfeited  policies  do  not 

i^yply  to 165-66 

See  aleo  Admission  of  foreign  corporations. 

Foreign  non-licensed  agent,  sharing  commissions  with 192-94 

Foreign  officials  may  not  examine  domestic  life  corporations 131 

Foreign  particq>ating  policies,  company  must  provide  for  distributing  surplus 
annually 154-55 

Foreign  securities 124-25 

Foreign  states: 

forms  of  policies  for  delivery  in  (old  S  101) 285-66 

policies  delivered  in  New  York  must  not  be  made  subject  to  laws  of 297 

restrictions  as  to  commutations  apply  where  agent  goes  to  another  state . . .  257 
standard  form  required  for  all  policies  issued  in  the  State  wherever  delivered  290 
valuation  of  policies  by  another  state  on  higher  reserve 160 

Forfeited  policies: 

no  forfeiture  of  policy  without  notice 197-98 

surrender  vahie  of 165-67 

Form  nnmber. 288, 291 ,  292, 301 


356      Index  to  Extba^ots  fbom  Eulings  and  Opinions 

Forms:  paob 

agent's  certificate,  application  for 195-97 

of  authorization  for  obtaining  lists  of  policyholders 199-200 

domestic  non-participating  company  after  January  1,  1907,  may  not  use 

participating  forms 317-18 

of  poUoies 167, 287-302 

revised  rules 287-89 

standard  (old  §  101) 271-86 

See  dUto  Policies. 

French,  translation  of  standard  policy  into  (old  S  101) 271 

General  Superintendent  of  agencies  of  foreign  company  must  have  agents'  cer- 
tificate    136 

Gifts: 

bonuses,  prizes  or  rewards  to  agents 229-39 

to  prospective  policyholders 183, 186-87 

Government,  defined 124,  268 

Government  bonds,  investment  in 124-25, 128 

Grace: 

giving  of  interest  on  premiums  after  expiration  of  grace  period  prohibited.  181-82 

in  payment  of  premium 302 

period  of  grace  in  policy  on  monthly  payment  plan  (old  §  101) 275-76 

Ground  rent,  investment  in  real  property  charged  vrith 123 

Group  insurance: 

distinguished  from  rebates 186 

when  reduction  in  rates  constitutes  a  discrimination 338 

« 

Hazards,  extra,  valuation  of 156-58 

Health  and  accident  insurance,  see  Accident  or  health  insurance. 
Health  insurance: 

incorporation  of  companies 145-47 

rider,  life  policy  may  have  attached 146 

See  also  Accident  insurance;  Accident  or  health  insurance;  Accident  policies. 

Honor  rolls  involving  no  pecuniaiy  return  to  agent  allowed 236 

Hotel  biUs  of  agent  attending  annual  meeting  may  be  paid  by  general  agent 235 

Hunter's  Makehamized  American  Experience  Table 161 

Hunter's  Tables  of  Rates  of  Disability  and  Mortality  among  Disabled  Lives 158 

Illustrations  of  profits 140-44 

Impaired  lives,  renewable  term  rates  may  be  used  for  non-renewable  term  insurance  188 

Impairment  in  deposits 122 

Improved  real  property,  defined 121 

Improvements  and  repairs,  items  in  annual  report 321 

Incontestable  clause  in  life  policy 303 

Incorporation: 

amendment  of  certificate  of 135 

automobile  collision  contracts  authorized  under  {{  70  and  150 147 

capital  stock,  subscription  to,  prior  to  admission  allowed 147 

reduction  of  capital  stock 147 

subscription  to  capital  stock  prior  to  admission 147 

excess  deposits  may  be  returned 147 

oertificate  of,  must  contain  definite  number  of  direotors 121 


Index  to  Extkaots  fbom  RrrLiNos  and  Opinions      357 

IneofporAtioii — Continued:  paob 

foreign  companies,  see  Admiflsion  of  foreign  oorporations. 

life  and  health  oorporationB 145-47 

insurance  upon  lives  or  health 145 

insurance  against  disability   or   disablement  distinguished  from 

accident  insurance 145 

life  insurance  policy  may  have  attached  health  insurance  rider 146 

authorized  and  prohibited  risks 146 

name,  adoption  of  similar  corporate 121 

organization,  completion  of 147 

Superintendent  may  dispense  with  publication  of  certificate  of  authority  upon 
reincorporation 120 

Indorsements 288, 292-93 

on  standard  forms 138-39,  273 

additional  installment  options. 280 

for  optional  decreasing  insurance  and  payment  of  proceeds  in  installments 

(old  i  101) 281 

for  standard  policies  to  cover  ease  of  preliminary  term  insurance  (old  §  101)  284 
concerning  table  of  loan  and  surrender  values  (old  {  101) 277-79 

Industrial  companies,  certificate  required  of  agents  procuring  life  insurance  al- 
though employed  by 188 

Industrial  insurance,  defined  (old  i  101) 275 

Industrial  policies: 

misstatement  of  age  provision  may  be  omitted  from 308 

standards  of  valuation  for 162-63 

surplus,  foreign  company  must  provide  for  distributing  annually  in  all  par- 
ticipating  154-55 

Infant: 

assessment  company  may  not  insure 137 

See  also  Minor. 

Inspectors  of  election  must  be  designated  by  Superintendent 201 

Installment  of  premiums,  defined 215 

Installment  option  riders  should  not  be  used  concurrently  with  issue  of  policy. . .  300 

Installments: 

additional  options  (old  }  101) 280 

annual  premium  policies  may  not  be  paid  for  in  monthly 185-86 

form  of  endorsement  for  optional  decreasing  insurance  and  payment  of  pro- 
ceeds in  (old  §  101) 281 

policies  and  riders 298-300 

Institution  may  be  beneficiary 137 

Instructions  to  Department  Counsel  in  re  examinations 132-33 

Insurance,  new,  method  of  determining  amount  to  be  issued 205-6 

Insurance  business,  conduct  of  by  persons  not  incorporated: 

agent  must  not  represent  unauthorized  company  in  adjusting  claims 136 

unauthorized  companies  must  not  employ  medical  examiners  in  this  State . .  136 

Insurance  contract  defined 120 

Insurance  without  consent  of  the  insured  prohibited 136-37 

creditor  may  not  insure  life  of  a  debtor 136-^37 

assessment  company  may  not  insure  infant *  137 

beneficiary  may  be  an  institution  but  an  institution  may  not  apply  for  in-^ 

surance 137 

premium  may  be  paid  by  assignee 137 
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Insured,  age  of  misstated 307-8 

Interest: 

acceptance  of  note  without,  in  payment  of  premium,  a  rebate 181 

agent  may  pay  premium  and  take  note  with  interest 185 

deduction  of  6  per  cent  interest  on  loan,  not  usury 312 

failure  to  state  rate  of  may  result  in  a  discrimination 169 

on  mortgages  deposited,  to  be  collected  by  Superintendent 122 

policy  loan  provision  must  state  definite  rate  of 311 

policy  may  state  that  rate  of  intt^rest  on  premiums  in  default  shall  be  "  not 

exceeding  six  per  centum  per  annum  " 316 

on  premiums  for  period  of  grace  to  be  at  definite  rate 302 

on  premiums  after  expiration  of  grace  period  prohibited 181-82 

Intermediate  annuity  contracts,  standards  for  valuation  of 162-63 

Intermediate  Table  of  Mortality,  adoption  of,  for  valuation  of  industrial  and 

intermediate  annuity  contracts 163 

Invalid  lives: 

incorporation  of  company  to  insure  exclusively,  prohibited 146 

standards  adopted  by  Superintendent  in  cases  of,  are  legal  minimum 157 

Investigation,  witness  on  examination  not  immime  from  criminal  prosecution . . .  132 
Investments: 

of  capital  and  surplus 122-25, 130, 132-33, 268-70 

corporate  bonds 122 

surplus  may  be  invested  in  bonds  of  any  private  corporation 122 

foreign  securities 124-25 

life  insurance  companies  may  invest  in  or  loan  upon  government 
bonds  of  foreign  countries  only  in  which  they  transact  busi- 
ness   124-25 

reasonable  discretion  given  board  of  directors  in  regard  to  purchase 
of  securities  to  meet  company's  obligations  in  foreign  countries  125 

investment  in  stocks  and  bonds 123-24 

investment  in  bonds  of  Southern  Canadian  Ry 123-24 

investment  in  railway  equipment  notes 124 

exchange  of  bonds 124 

real  property 123 

property  charged  with  ground  rent  not  an  authorized  investment . .  123 

limitations  as  to  loans  applicable  to  purchase  money  mortgage 123 

limitations  as  to  loans,  etc.,  not  applicable  to  sales 123 

of  life  companies: 

approval  of  sales  of  stock 269-70 

sales  of  securities  may  be  made  without  first  obtaining  approval  of 

Superintendent 269 

promissory  notes  secured  by  pledge  of  stocks  sold  may  not  be 

accepted h  . .  269 

question  of  investment  in  unauthorized  securities  within  discretion 

of  Superintendent 269 

authorization  of  investment  by  board  of  directors 270 

loans  on  collateral  by  domestic  life  insurance  company  must  be 

made  by  board  of  directors,  or  by  a  committee  thereof 270 

control  over  insurance  property  may  not  be  vested  in  outside  party .  270 
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Investments — ConHnuOi: 

of  fife  eamimnies — ConHnued: 

bonds  secaied  by  adequate  eoUatenl  seeurity 268-69 

inrestment  in  railroad  collateral  improyement  notes  piohibited 268 

meaning  of  the  words  "government"  and  "adequate  eollateral 

security  " 268-69 

officers  and  directors  not  to  be  pecuniarily  interested  in 130-31 

Issued,  defined 148,  204,  290,  804r.5 

Jewelry^  presents  to  agents  pndiibited 237-38 

Joint  life  insurances,  Makehamised  American  Eiperienee  Table  may  be  used  for 
valuation  of 161 

Lapse  or  forfeiture  provisions,  waiver  of,  in  implication  void 167 

Lapse  or  surrender,  options  on 277, 308 

Lapsed  policies: 

when  antedating  of  substituted  policy,  not  a  discrimination 173 

discriminations  in  cash  surrender  values  and  paid  up  insurance  on 109 

old  participating  policy  may  be  reinstated  after  Jan.  1,  1907 318 

surrender  value  of 165-67 

Last  survivor  insurance,  Makehamised  American  Experience  Table- may  be  used 

in  valuing 161 

Lawyers,  applications  for  anniiities  may  be  accepted  from  non-licensed 190 

Legal  expenses,  schedule  of,  what  to  contain 328 

Legal  reserve,  non-participating  companies  on  non-mutual  basis  may  be  admitted .  320 
liabiUty: 

when  declared  dividends  considered  a 152 

special  reserve  should  be  charged  as,  on  reorganisation 156 

Liability  insurance,  method  of  computing  reserve  for 164-65 

Licenses,  see  Agents'  certificates  of  authority. 

lien,  removal  of,  under  deferred  dividend  policies  (old  §  101) 273-74 

Life,  conmiisBions  on  agents'  and  brokers'  own 176-77 

Life  and  accident  business,  foreign  company  doing,  must  deposit  maximum 

amount 128 

life  and  health  insurance  business,  incorporation  of  companies  to  do,  M0  Incor- 
poration. 

Life  certificates  sold  in  connection  with  accident  policies,  conmiission  on 225 

Life  club,  neighborhood  plan,  agent's  certificate  required  of 189 

Life  companies  prohibited  from  writing  other  than  annual  dividend  contracts. .  148 

Life  insurance  agents,  see  Agents,  certificates  of  autiiority. 

Life  insurance  companies,  see  under  subjects. 

Life  policies,  see  Policies. 

Limitation: 

of  daim  period,  shortening  of,  in  policy  form  disapproved 295 

of  expenses 200-66 

as  to  loans 123 

of  new  business 204-6 

meaning  of  "  issued  "  as  used  in  this  section 204 

annuity  contracts  of  any  form  not  within  provisions  of  section 205 

the  words  "  policies  of  reinsurance  "  in  J  96  cover  cases  of  assumption 
by  one  company  of  the  policies  of  another 205 
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limitation — CtmHnued: 

of  new  business — CanHnued: 

method  of  detennining  amount  of  new  insiirance  to  be  issued 205-6 

limitations  of  J  96  apply  to  foreign  life  insurance  corporations 206 

Lists  of  policyholders 198-201 

Lives,  invalid,  company  to  insure  may  not  be  organised  or  admitted 146 

Loading  and  mortality  savings,  first  year's  expenses 210-15 

Loading  on  premium: 

in  annuity  contracts 214 

based  on  Select  and  Ultimate  Table 215-18 

company  cannot  take  credit  for,  in  1907  not  due  until  1908  and  pay  cor- 
responding commissions  in  1907 240 

Loan  and  surrender  values,  table  of 277-79,  31S-15 

Loan  or  advance  to  agent 260-62 

advances  against  first  year's  commissions 263-64 

advances  against  renewal  commissions  prohibited 262, 263-64 

Loan  values  in  single  premium  policies  to  begin  first  year 314-15 

Loans: 

collateral,  must  be  made  by  board  of  directors 270 

schedule  of,  in  annual  statement 323-24 

deduction  of  six  per  cent  interest  on  (§  101  new) 312 

limitations  as  to 123 

other  than  mortgage  loans  or  policy  loans 323-24 

pecuniary  interest  of  officers  and  directors  in 130-31 

on  poUcies 276-77, 311-15 

upon  security  of  real  property 322 

McCUntock's  Tables  of  Mortality  among  Annuitants 162 

Mail,  company  dealing  direct  with  policyholders  through,  may  provide  in  contract 

for  reduction  of  premiums 184-85 

Mail  order  houses,  policies  may  not  be  issued  through 225 

Makehamized  American  Experience  Table,  for  valuation  of  joint  life  and  last 

survivor  insurance 161 

Manager: 

personal  producer  or  agency  supervisor 258 

renewal  contract  of  special  agent  with 244 

unlicensed,  subagent  may  not  share  commissions  with 193 

in  various  states  may  not  contribute  to  general  prize  fund 232 

Margins  upon  premiums 332-35 

Market  value,  Superintendent  not  required  to  appraise  market  value  of  securities 

as  of  any  specified  day 134 

Maximum  commissions 221,  241-42 

Medical  examinations: 

made  prior  to  1907,  premiums  paid  after  that  date  enter  into  computation. .  211 

privilege  of  change  clause  in  term  form  must  be  definite,  with  regard  to 298 

privflege  of  renewal  clause  must  state  whether  re-examination  necessary  . . .  296 

waiver  of  right  to  have  treated  as  confidential,  not  permissible 295-96 

Medical  examiner8,^uiiauthorized  companies  must  not  employ  in  this  State 136 

Medicinal  and  undertakers  supply  company,  incorporation  of 146 
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Meetuigs:                                                                                                          pagk 
agent  may  not  be  compensated  for  loflB  of  biiBineBB  while  attending  com- 
mittee   236 

railroad  and  hotel  billB  of  agents  attending  annual,  may  be  paid  by  general 

agent 235 

Memorandum  of  cost 141 

Metropolitan  Life  company,  $5,000  life  policy  does  not  violate  provisions  of  §  89 .  168 
Minimum  standards,  standards  adopted  by  Superintendent  in  eases  of  invalid 

lives  and  other  extra  hazards  construed  as 157 

standard  of  valuation  giving  results  in  excess  of  those  based  on,  reports  of.  163-64 

for  valuation  of  industrials  and  annuities 162-63 

Minimum  /alues,  surrender  values  are 166 

Minor,  special  clause  in  standard  form,  when  insured  is  a  (old  S  101) 274-75 

See  also  Infant. 

Misrepresentations  prohibited 140-45 

Misstatement  of  age  of  insured 307-8 

Money,  gifts  of  prohibited 238 

Mortality,  tabled  of: 

special  class  policies  may  be  valued  on,  based  on  experience  of  company. . .  156 
See  also  American  Experience  Table;  Double  American  standards;  Hunter's 
Makehamized  American  Experience  Table;  Hunter's  Tables  of  Rates 
of  Disability;  Intermediate  Table  of  Mortality;  McCSlintock's  Tables 
of  Mortality  among  Annuitants;  Makehamized  American  Experience 
Table;  Select  and  Ultimate  method  of  valuation;  Sesqui  American 
standard;  Standard  Industrial  Mortality  Table;  Substandard  Indus- 
trial MortaUty  Table. 
Mortgages: 

acquired  or  disposed  of  during  year  must  be  included  in  annual  report. . .  322 

evidence  of  title  to  real  property  mortgaged 132'-33 

interest  on  deposited,  should  be  collected  by  Superintendent 122 

purchase  money 123 

on  real  property  charged  with  a  ground  rent 123 

sale  to  company  on  foreclosure  of,  is  a  purchase  which  should  appear  in 

report 322 

Mutual  company: 

deferred  dividend  and  non-participating  plans  in 272 

foreign  life  may  not  be  admitted  as  a  stock  company 146 

no  distinction  made  between  mutual  and  stock  companies  under  sec- 
tion 103 337 

Mutual  life  company  may  not  give  subscription  to  anti-tuberculosis  league 210 

Name,  adoption  of  similar  corporate 121 

Names  of  policy  holders,  lists  of,  at  general  agencies 198-99 

Neighborhood  plan,  agent's  certificate  reqiiired  of  life  club 189 

Net  cost,  comparisons  of 143 

Net  renewal  commissions  may  be  purchased  of  agent  who  has  severed  relations 

with  company 245-46 

New  business,  see  Limitation. 

New  York  State  official  policies,  use  of  term  prohibited 297 

Nomination  certificate,  proxy  only  covers  directors  named  in 203 

Nominations  of  directors  must  be  filed  with  Superintendent 201 

Nonforfeiture  options 308-11 
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Non-participating  business:  pajQS 

domestic  companies  issuing  participating  policies  not  to  do  a 317-21 

legal  reserve  non-participating  company  on  non-mutual  basis  may  be 

admitted 320 

non-participating  company  may  take  over  only  non-participating  policies. .  319 
non-participating  policleSi  paid-up,  companies  may  issue  on  deferred  dividend 

forms  issued  prior  to  January  1,  1907 318 

plans  in  mutual  companies  issued   in    1906,    not   completed   until    1907 

(old  §  101) 272 

separate  statements  by  foreign  companies  in  reporting  participating  and 

non-participating  business 336 

Non-renewable,    non-convertible,    must  be  used    when  term   form    does  not 

provide  for  renewal  or  conversion 296 

Non-resident  agent: 

renewal  commissions 249 

sharing  conunissions  with 192-94 

Note,  agent  may  pay  first  year's  premium  and  take  note  of  insured 185 

Notice,  assignment  of  policy  efiFective  between  the  parties  without 197 

Number  on  policy  form 291,  292,  301 

Nylic  for  agent's  contract: 

not  affected  by  amendment  of  1906 207 

not  within  prohibition  against  bonuses,  prizes  and  rewards 237 

Oaths,  examiners  may  administer 132 

Office  expenses  may  not  be  advanced 261 

Office  help  obtaining  birthdays  and  insurance  information,  agent's  certificate 
required  of 189 

Officers: 

may  insure  life  in  company  if  no  rebate  or  commission  is  paid 179 

not  to  be  pecuniarily  interested  in  transactions :  130^1 

pension  to,  forbidden 267 

place  for  signatures  of,  on  policy  forms 292 

salaries  of 267 

Option  to  purchase,  life  company  may  give  for  purchase  of  real  estate  owned  by  it .   126 

Options  in  life  policies: 

additional  instaUment  (old  §  101) 280 

endorsement  giving  additional  in  deferred  annuity  contracts  may  be  used. .  139 
installment  option  riders  should  not  be  used  concurrently  with  issue  of 

policy 300 

non-forfeiture 30^11 

paid-up  clause  not  defeating  may  be  used 153 

policyholder  may  elect  annual  dividend  option  in  advance 153 

on  surrender  and  lapse 277,  308-11 

in  term  policies  (old  §  101) 280 

Organization,  see  Incorporation. 

PaidMip  policies: 

clause  not  defeating  options  allowed 153 

discriminations  in 169 

endorsement  giving  additional  options  in  deferred  annuity  contract  may  be 

used 139 

given  for  surrendered  policies  (old  §  101) 274 
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Participating  policies:  fags 

commiflsions  to  agents  on  exchange  of  term  policies  for 22S-25 

domestic  companies  issuing,  not  to  do  a  non-participating  business 317-21 

domestic  corporations  restricted  as  to  character  of  business 317-20 

domestic  company  cannot  do  business  on  both  plans  at  one  time 317 

foreign  life  insurance  companies  heretofore  licensed  may  do  both  par- 
ticipating and  non-participating  business 317 

non-participating  company  after  January  1,  1907,  may  not  use  par- 
ticipating forms 317-18 

old  lapsed  participating  policy  may  be  reinstated  after  January  1, 1907 . .  318 
companies  may  issue  paid-up  non-participating  policies  on  deferred 

dividend  forms  issued  prior  to  January  1,  1907 318 

old  participating  policy  may  be  changed  for  another  form  of  participating 

poUcy 318-19 

company   on   non-participating   basis   not   to   reinsure   participating 

policies 319 

non-participating    company    may    take   over   only    non-participating 

policies 319 

a  company  has  no  right  to  change  from  a  participating  to  a  non-par- 
ticipating basis 319-20 

legal   reserve   non-participating  life   insurance   company   transacting 
business  exclusively  on  non-mutual  basis  may  be  admitted  to  this 

State 320 

exception,  annuities 320 

term  "  annuities  "  includes  survivorship  annuities 320 

foreign  corporations,  surplus  on 154-55 

interpretation  and  application 320-21 

company  may  make  non-participating  dividend  additions  to  policies 

issued  prior  to  1907 320-21 

separate  statement  by  foreign  companies  in  r^)orting  participating  and 

non-participating  business 336 

Partnership: 

may  insure  life  of  member  who  may  share  in  commission  as  general  firm 

profit 179 

may  not  be  licensed  as  a  life  agent 191 

proposition,  showing  actual  dividends  paid,  may  be  circulated 142 

Pecuniary  interest  of  ofiScers  and  directors  in  transactions 130-31 

Penalties  for  violating  Insurance  Law 120 

Pennsylvania  Steel  Freight  Car  Trust  certificates,  company  may  invest  surplus 

funds  in 123 

Pension: 

for  employees  other  than  officers  and  directors 267 

use  of  word  in  installment  policy  disapproved 298-99 

PetBonal  producer,  agency  supervisor  or  manager 258 

Policies: 

accident  and  health,  life  insurance  company  may  not'  reinsure 126-27 

age  of  insured  misstated  in 307-8 

annual  dividend 148 

annual  premium  policies  may  not  be  paid  for  in  monthly  installments 185-86 

antedating  of 170-76 

application  made  part  of 138,  300-07 
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application  of  §  101  (new)  to  single  premium 316-17 

assessment  company  may  not  issue  infantile 137 

assignment  of  effective  between  parties  without  notice  to  company 197 

beneficiary  under 137,  300 

certificate  required  of  agent  of  foreign  corporation  signing 134 

class  discriminations  in 16^70 

commissions  on,  gee  Commissions. 

to  contain  entire  contract 138-40 

creditor,  prohibited  by  §  65 136-37 

deferred  dividend 148-50 

discriminations  in 168-88 

endowments,  see  Endowment  policies. 

excess  valuation,  report  on 163-64 

expense  limitations 206-66 

extra  hazards,  valuation  of 156-i58 

foreign  corporations,  distributing  surplus  in  participating  policies 154r-55 

foreign  valuation 159-60 

forfeiture  of,  no  forfeiture  without  notice 197-98 

assignment  of  policy  effective  between  the  parties  without  notice  to 
company 197 

attempt  to  limit  time  for  action  on  a  policy  to  one  year  prohibited 198 

forms  to  be  filed  and  approved 287-302 

grace  in  payment  of  premium 302 

health  insurance  rider,  life  policy  may  have  attached 146 

incontestable  clause  in  life  policy 303-6 

indorsement  forms  for  use  with  approved  policy  forms 293 

indorsements  on  standard  forms 138^^39,  273,  284 

application  may  be  made  part  of  contract  by  endorsement  or  attachment.  138 

endorsement  covering  extra  hazard  may  be  used  in  standard  policy 138 

endorsement  giving  additional  options  in  deferred  annuity  contract 

may  be  used 139 

industrials  and  annuities,  see  Industrial  policiea. 

infantile,  on  prudential  plan 137 

installments,  see  Installments. 

issuing  without  consent  of  insured 136-37 

joint  lives,  valuation  of 161 

life  or  health 146-46 

New  York  State  official  use  of  term  prohibited 297 

non-forfeiture  options 308-11 

non-participating,  paid-up,  companies  may  issue  on  deferred  dividend  forms 

issued  prior  to  January  1,  1907 318 

non-renewable,  non-convertible,  used  when  term  form  does  not  provide 

for  renewal  or  conversion 298 

options  on  surrender  or  lapse 277 

participating,  domestic  companies  issuing,  not  to  do  a  non-participating 

business 317-21 

policy  loans 276-77,  311-15 

premium  on,  see  Premiums. 
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rebates  on 176-88 

reiiiBtatemeiit  provisioziB 315-16 

of  remsuranee,  see  Reinsurance. 

representationB 13&-40 

form  of  application  should  be  worded  in  accordance  with  section 139 

any  waiver  in  the  application  shall  be  void 139-40 

revaluation  of 135 

standard  forms  (old  §  101) 271-86 

standard  provisions  in 287-317 

surplus: 

annual  statement  of,  on  deferred  dividend  policies 337 

distribution  to  policyholders 148-55 

earned  or  saved 151-54 

surrender  values  of  lapsed  or  forfeited 165-67 

term,  see  Term  policies. 

twisting 144-45 

valuation  of 135,  155-64,  309-10 

wife  insurance,  cancellation  clause  in  disapproved 309 

See  also  under  subjects. 

PoUcy  loans 276-77,  311-15 

Policyholders: 

deposits  made  for  benefit  of  United  States  include  policyholders  in  Porto 

Rico 128 

of  Equitable  Life  Assurance  Society  may  not  participate  in  election  of 

additional  directors 202 

lists  of 198-201 

general  public  not  allowed  access  to 201 

may  elect  annual  dividend  option  in  advance 153 

may  not  be  discriminated  against  in  distribution  of  profits 152 

rebates 176-88 

statement  to,  of  accxmiulations  on  deferred  dividend  policies  not  required. .   151 

stockholders  cannot  vote  as 202 

surplus,  distribution  to 148-55 

Porto  Rico,  deposits  made  for  benefit  of  United  States  policyholders  include 
policyholders  in 128 

Postal  and  Mutual  Reserve  Ck>mpanies,  reinsurance  contract  of 217 

Powers  of  company  under  charter 146 

Preliminary  term  insurance: 

endorsement  for  standard  policies  to  cover  case  of  (old  §  101) 284 

Premiums: 

when  actual  is  less  than  net 164 

additional  commissions  on  first  year's  prohibited 230 

application  of  §  101  (new)  to  single  premium  policies 316-17 

discriminations  in 168-88 

dividends  applied  to  payment  of  premiums 310-11 

grace  in  payment  of 275,  302 

installment  of,  whi^t  constitutes 215 

interest  on  premiums  in  default  shall  be  "  not  exceeding  six  per  centum  per^Q 
annum  " 316 


I 
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interest  on,  after  expiration  of  grace  period 181-82 

loadings  on: 

based  on  Select  and  Ultimate  Table 214 

company  cannot  take  credit  for  loading  of,  in  1907,  not  due  until  1908, 

and  pay  corresponding  commission  in  1907 240 

in  annuity  contracts 214 

margins  upon 332-35 

may  be  paid  by  assignee 221 

one  year  term 188 

when  paid  after  Jan.  1,  1907,  enter  into  computation 211 

payment  of  dividends  may  be  made  contingent  upon  payment  of  second 

annual 153-54 

pro  rata,  for  a  portion  of  the  year  (old  §  101) 284-85 

rebate  of 176-88 

renewal  commissions,  collection  fee  cannot  be  paid  on  premiums  on  whicb 

renewal  commissions  are  paid 242 

company  may  not  commute  and  add  to  commissions  on  first  year's 

premiums 250 

company  may  pay  first  year  and  renewal  commissions  on    differences 

in 242 

on  renewal  premiums  not  limited  to  those  agents  securing  new  business .  242 

payable  only  from  renewal  premiums 251 

return  premium  features,  policies  with,  disapproved 282-83 

may  not  be  added  to  deferred  dividend  policies 149 

70  per  centum  commissions  may  not  be  paid  on 223 

term,  first  year's  expenses,  limitations  upon 213-14 

total,  less  amount  taxable  in  other  states,  subject  to  taxation 129 

unauthorized  company  cannot  collect  premiums  through  agent 135 

valuations,  of  supplementary  contracts  for  waiver  of 158 

of  waiver  on  permanent  disability 158 

waiver  of  premiums  and  disability  provision 300 

Privilege  of  change  clause  in  term  form  must  be  definite  with  regard  to  medical 

examination 298 

Privilege  of  renewal  clause  must  state  whether  medical  re-examination  is  required .  298 

Prizes,  rewards  and  bonuses 229-39 

Pro  rata  premiums  for  a  portion  of  the  year  (old  §  101) 284-85 

Profits: 

illustration  and  circulation  of 140-44 

policyholders  may  not  be  discriminated  against  in  distribution  of 152 

See  also  Dividends;  Surplus. 
Promissory  notes: 

must  not  be  issued  as  additional  security  for  a  policy  loan 313 

secured  by  a  pledge  of  stock  sold  may  not  be  accepted 269 

Property: 

commissions  on  agent's  or  broker's  own 178 

control  over  insurance  may  not  be  vested  in  outside  trustees 270 

owned  by  the  company,  what  to  appear  in  Schedule 325-27 

ee  oho  Bonds;  Real  property. 
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Prospects:  paos 

emidoyment  of  person  for  procuriDg,  does  not  constitute  a  discrimination . . .  182 
New  York  agent  may  not  share  commissions  with  non-licensed  foreign  agent 
procuring 194 

Proxy: 

must  be  executed  within  three  months  prior  to  election 203 

only  covers  directors  named  in  nomination  certificate 203 

Public  generally  not  allowed  access  to  lists  of  policyholders 201 

Publication  of  certificate  of  authority  to  do  business,  Superintendent  may  dis- 
pense with 129 

Purchase  money  mortgage 123 

Purchase  of  renewals 245 

Pure  endowments,  see  Endowments,  pure. 

Railroad  employment: 

clause  voiding  policy  disapproved 305 

extra  hazards  covered  by  extra  premium 306 

Railroads: 

collateral  improvement  note»,  investment  in 268 

equipment  notes,  investment  in 124 

fare  of  agents  attending  annual  meeting,  may  be  paid  by  general  agent 235 

Rate  of  interest: 

in  policy  loan  provision  must  be  "  specified  '* 311 

policy  may  state  that  rate  on  premiums  in  default  shall  be  "  not  exceeding 

six  per  centum  per  annum  " • 316 

on  premiums  for  period  of  grace  should  be  at  definite 302 

Rates: 

antedating  policies 170-76 

class  discriminations 168-70,  338 

group  insurance,  when  reduction  in  rates  constitutes  a  discrimination. .  338 

for  commuting  renewal  commissions 252 

reduction  in  premium,  given  to  all  policyholders,  not  a  rebate 184 

renewable  term 188 

Readjusting  business 144-45 

Real  property: 

evidence  of  titie  to 132-33 

improved,  defined 121 

investment  in 122-25 

life  company  may  give  option  for  purehase  of  real  estate  owned  by  it 126 

loan  upon  security  of,  to  appear  in  annual  report 322 

purchases  and  sales  of,  to  appear  in  annual  report 322 

repair  and  improvement  items  on,  to  be  kept  separate  in  accounts 321 

taxation  of 129 

See  also  Mortgages;  Property* 

Rebates  of  premiums 176-88 

Beincorporation,  see  Incorporation;  Reorganization. 

Reinstatement  of  policy: 

application  for,  and  length  of  time  in  requesting  must  be  reasonable 172 

policy  should  contain  reinstatement  provision 315 
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contracts 126-27 

compaoy  may  not  issue  reinsurance  for  purposes  for  which  original 

insurance  could  not  be  issued 12&-27 

reinsurance  contract  legal  if  original  policy  is  legal 127 

New  York  company  reinsuring  business  of  foreign  company  may  not  exceed 

expense  limitations 266 

participating  policies,  company  on  non-participating  basis  not  to  reinsure. .  319 

policies  under  §  96,  cover  cases  of  assumption 205 

Postal  and  Mutual  Reserve  Company,  reinsurance  contract  of 217 

Renewable-convertible,  when  to  be  used  in  term  forms 297 

Renewable  term  policy,  see  Term  policies. 

Renewal  commissions 240-50 

advances  upon  security  of,  prohibited 263-64 

to  advisory  board  securing  new  policyholders,  not  a  rebate 180 

to  agency  supervisor,  manager  or  personal  producer 268-59 

to  clerks  or  salaried  employees .228-29,  244 

commutation  of 250-58 

loans  or  advances  to  agent  against 260-62 

may  be  paid  to  non-resident  agents  on  policies  issued  prior  to  passage  of  the 

law 249 

stock  corporations  not  relieved  from  limitations  as  to 266 

to  sub-agents,  based  on  amount  of  business 243-44 

Renewal  contract,  graded,  may  be  issued 234 

Reorganization  of  existing  corporations 135 

revaluation  of  policies  on 135 

special  reserves  should  be  charged  as  a  liability  upon 156 

Superintendent  may  dispense  with  publication  on  reincorporation  of  assess- 
ment life  as  mutual  life  company 129 

Reports: 

annual  statement  of  surplus  on  deferred  dividend  policies  required 337 

bank  balances  during  each  month  of  the  year,  largest 330-31 

instructions  for  making  returns  on  blank .    330-31 

circulation  of  comparative  allowed 142 

claims  resisted  or  compromised 331 

adjustment  of  loss  due  to  misstatement  of  age,  when  treated  as  a  com- 
promise settlement 331 

company  must  report  as  true,  cost  of  new  business,  sums  paid  under  each 

head 211-12 

on  examination  should  show  existing  facts 132 

of  excess  valuation ! 163-64 

foreign  corporations 336-37 

separate  statement  required  in  reporting  participating  and  non-par- 
ticipating business 336 

separate  statement  of  profit  and  loss,  etc.,  on  participating  and  non- 
participating  policies  issued  by  foreign  corporations  must  be  made.  336 
separate  statement  of  profit  and  loss  exhibit  on  participating  and  non- 
participating  policies,  not  necessary  when  foreign  company  has 

discontinued  use  of  one  form 336 

no  distinction  made  between  mutual  and  stock  companies  under 

section  103 337 
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legal  expenaes 328 

schedule  of  legal  expenses,  what  to  contain 328 

life  companies  must  amortize  bonds  returned  in  annual  statements 126 

loans  upon  security  of  real  property 322 

all  mortgages  acquired  or  disposed  of  duiing  the  year  must  be  included 

in  annual  report 322 

loans  other  than  mortgage  loans  or  policy  loans 323-24 

collateral  loans  are  required  to  appear  but  once  in  schedule  thereof  in 

annual  statement 323 

collateral  loan  schedule;  collaterals  held  on  January  1,  1906,  represent 
starting  point  in  returns  to  Department;  changes  made  thereafter 

must  be  reported 323-24 

payment  of  more  than  $5,000  to  any  person,  firm  or  corporation 328-29 

all  payments  over  $5,000,  including  payments  made  to  agents  in  the 

nature  of  commission  must  be  returned  in  Schedule  G 328-29 

premiums,  margins  upon 323-35 

mortality  gains  by  the  Sdect  and  Ultimate  method,  how  computed.  .332-33 
interpretation   of  the  language  of  {  97    of  the  Insurance   Law  as 

appUed  to  Schedule  "  Q  " 333-34 

interpretation   of   the  language   of  {  97  of   the    Insurance   Law   as 

appHed  to  Schedule  "  Q  "  for  1908 334:-36 

mortality  gains  by  Select  and  Ultimate  method  of  valuation  in  Schedule 

"Q" 336 

property,  all  other 325-27 

schedule  of  all  property  (not  included  in  real  estate,  mortgage  or  col- 
lateral loan  schedules)  owned  by  the  company;  what  to  appear 

therein 325-26 

adjustment  for  bonds  bought  at  a  premium  or  at  a  discount 326-27 

real  property,  purchases  and  sales  of 322 

sale  to  company  on  foreclosures  brought  by  it  constitutes  a  purchase 

which  should  appear  in  report 322 

repairs  and  improvements 321 

accounts  should  be  so  kept  as  to  separate  repair  and  improvement  items 

from  other  expenses  on  real  estate 321 

schedule  of  salaries  paid  for  agency  supervision 329-30 

companies  must  make  return  of  all  salaries  paid  any  representative 
either  at  home  or  branch  office  or  agency  of  the  company  for  agency 

supervision 329-30 

salaries  of  agency  supervisors,  how  reported 330 

Superintendent  may  examine  company  after  report  is  filed 132 

Representations,  statements  of  insured  deemed  to  be 139 

Reserve: 

adequate  must  be  maintained  by  all  companies  doing  business  in  the  State . .  217 
company  not  required  to  segregate  business  between  assessment  and  l^al 

reserve 132 

legal  reserve  non-participating  companies  on  non-mutual  basis  may  be 

admitted 320 

method  of  computing  by  companies  writing  liability  insurance 164-65 

special,  should  be  charged  as  a  liability  upon  reorganisation 156 
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valuatioDB  of  policies  by  another  state  on  higher 160 

value  of  small  paid-up  policy  applied  towards  purchase  of  new  insurance, 

not  a  discrimination 160-70 

Retroactive  provisions: 

amendments  of  1909,  allowing  additional  renewal  oommissions  not  retro- 
active  249-50 

increased  compensation  may  not  be  secured  by  retroactive  contract 228 

insurance  law  of  1907,  not  retroactive 120 

provisions  of  §  97  not  retroactive 206-9 

renewal  commissions  to  non-resident  agents 249 

Return  premium  policies,  see  Policies. 

Revaluation  of  policies  on  reorganization 135 

Rewards,  bonuses  and  prizes 229-39 

Riders 146,289,292 

Rule  of  two-fifths,  how  applied 256-67 

Salaries  of  officers  and  agents. ., 226-29 

based  on  amount  of  new  business  must  be  charged  to  cost  of  new  business. .  233 

contract  for  salary  limited  to  twelve  months 267 

salaries  of  officers  must  be  fixed  at  least  once  every  year 267 

pension  to  officer,  director  or  trustee  forbidden  267 

company  may  establish  pension  fund  for  employees  other  than  officers 

and  directors 267 

schedule  of,  paid  for  agency  supervision,  how  reported 829-30 

to  general  agent,  for  supervising  territory  outside  his  general  agency  district .  259-60 

Sales: 

to  company  on  foreclosure  should  appear  in  report 322 

limitations  as  to  loans  not  applicable  to 123 

of  stock,  approval  of 269-70 

Schedule  of  salaries  paid  for  agency  supervision,  how  reported 329-30 

Schedule  Q,  interpretation  of  §  97,  as  applied  to 333-34 

mortality  gains  by  Select  and  Ultunate  method  in . . .  209,  217,  224-25,  332-35 

Securities: 

appraisal  of,  by  Superintendent 134 

deposit  of 121-22,  123-24,  128,  147 

term  "  improved  real  property  "  defined 121 

disposition  of  deposits  on  dissolution 122 

impairment  in  deposits 122 

exchange  of  securities 122 

investments  in 123-24,  268-70 

Segr^ation  of  business,  see  Business. 

Select  and  Ultimate  method  of  valuation: 

defined 166 

expense  allowances  limited  to  gains  realized  by 216-17 

foreign  policies  must  be  valued  on 169 

not  applicable  to  reinsurance  contracts 127 

report  of  excess  of  reserve  valuation  over 163-64 

in  Schedule  Q,  mortaUty  gains  by 209,  217,  224-25,  332-35 

on  term  policies 161,  213-14,  216 
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Services,  gifts  for,  prohibited 238 

See  aiao  Bonoees,  prizes  and  rewards. 
Sesqui-American  Standard  to  be  used  in  countries  where  Semi-Tropical  premium 

is  charged 157 

Settlement: 

modes  of  (old  S  101) 280 

term  poUcy  (old  §  101) 281 

Sharing  commissions 179,  192-94 

Southern  Canadian  Railway,  investment  in  bonds  of 124 

Special  dass  business,  surrender  values  on 166 

Special  class  policies  may  be  valued  on  table  of  mortality  based  on  experience 

of  companies 156 

Special  deposit  required  in  certain  cases 128 

Special  reserve,  «ee  Reserve. 

Standard  forms  of  policies  (old  §  101) 271-86 

application  of  section 271-75 

foreign  life  insurance  companies  were  not  required  to  issue  standard 

policy  forms 271 

forms  of  policies  issued  by  life  insurance  corporations  of  other  states. .  271 

translation  of  standard  policy  into  French  language 271 

policies  issued  to  residents  of  New  York  State  in  1906  and  paid  for  in 

ft 

1907  must  be  recalled  if  not  written  on  standard  forms 272 

deferred  dividend  and  non-participating  plans  in  mutual  company  issued 

in  1906,  not  completed  until  1907 272 

endorsements  on  standard  policies 273 

special  clause  in  standard  form  when  insured  is  about  to  go  to  Tropics. .  273 

removal  of  lien  under  deferred  dividend  policies 273-74 

paid-up  given  for  surrendered  policy 274 

special  clause  in  standard  form  when  insured  is  a  minor 274-75 

forms,  approval  of  additional 284-85 

endorsement  for  standard  policies  to  cover  case  of  preliminary  term 

insurance 284 

pro  rata  premiums  for  a  portion  of  the  year 284-85 

forms  for  delivery  in  other  states 285-86 

forms  of  policies  issued  by  domestic  life  insurance  corporations  for 
delivery  in  other  states  or  foreign  countries 285-86 

forms  of  polides,  proposed 282 

additional  standard  forms  of  policies 282 

policies  with  return  premium  features 282-83 

proposed  change  in  pure  endowment  form  of  policy 283 

restricting  payments  under  annuity  contracts 283-84 

forms  promulgated,  standard 282 

minor  changes  in  make-up  of  policies 282 

grace,  period  of,  in  policy  on  monthly  payment  plan 275-76 

company  may  not  omit  "  grace  clause  "  from  policies  on  monthly  pay- 
ment plan;  industrial  insurance  defined 275-76 

indorsements  on 138-39,  273,  284 

loan  and  surrender  values,  table  of 277-79 

options  on  surrender  and  lapse 277 

change  in  table  of  Idan  and  surrender  values 277-78 
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table  of  loan  and  surrender  values,  entry  in  years,  months  and  days 278 

endorsement  on  policy  concerning  table  of  loan  and  surrender  values. . .  278 

loan  clause  in  standard  policy  forms 279 

standard  policy  may  contain  table  of  cash  surrender  values 279 

loans  on  policies 276 

interest  in  advance  on  a  loan  made  on  a  New  York  standard  life  insurance 

policy 276-77 

must  be  submitted  to  Superintendent 127 

representation  clause  in 139 

settlement,  modes  of,  installments 280 

additional  installment  options 280 

settlement,  modes  of,  term  policy 281 

form  of  endorsement  for  optional  decreasing  insurance  and  payment  of 

proceeds  in  installments 281 

term  policy,  privilege  of  renewal  in 280 

options  in  standard  term  policy 280 

Standard  Industrial  Mortality  Table,  adoption  of,  for  valuation  of  industrial 

policies 162 

Standard  provisions  (new  §  101) 287-317 

age  of  insured  misstated 2UI-S 

policy  must  contain  specific  provision  for  relief  in  cases  of  misstatement 

of  age 307 

promise  of  the  company  in  above  case  not  sufficient 307 

misstatement  of  age  provision  in  annuity  contract 308 

misstatement  of  age  provision  may  be  omitted  from  industrial  policies. .  308 

application  made  a  part  of  policy  contract 306-7 

where  application  is  made  part  of  contract,  policy  should  state  that  fact  306 

application  not  to  be  printed  in  policy 306 

where  application  is  made  part  of  contract,  application  blsnk  must  be 

filled  out  and  submitted  with  policy 307 

application  must  not  be  included  in  policy 307 

forms  to  be  filed  and  approved 287-302 

revised  rules  for  the  submission  of  policy  forms  under  new  {  101 287-89 

forms  of  contracts  based  upon  persistence  or  cessation  of  a  human  life 

or  lives  must  be  filed  with  and  approved  by  Superintendent 289 

forms  of  policies  for  delivery  in  this  State  on  and  after  Januaiy  1,  1910, 

must  be  filed  and  approved 289 

forms  of  life  or  endowment  insurance  and  application  blanks  for  deliveiy 
after  January  1,  1910,  and  all  advertising  literature  should  conform 

to  present  law 290 

form  containing  standard  provisions  required  for  all  policies  issued  in 
the  State  of  New  York  wherever  delivered.    Defining  "  or  "  in 

"  issued  or  delivered  " 290 

policy  forms  and  application  blanks  should  be  submitted  in  triplicate . .  291 
application  blanks  must  be  completely  filled  out  and  filed  in  triplicate. .  291 

photographic  copies  of  application  must  be  reproduced  full  sise 291 

form  number  must  be  printed  at  lower  left  hand  comer  of  first  page  of 

policy 291 

separate  form  number  for  each  policy  form. . . .' 292 
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place  for  signatures  of  officers  on  policy  forms 292 

use  of  riders  and  indorsements  distingoished 292 

indorsements,  formal  closing 202-03 

only  indorsement  forms  for  use  with  approved  poli<7  forms  should  be 

submitted 293 

approved  indorsement  form  covering  war  conditions 293 

pure  endowments  are  to  be  considered  as  insurances 294 

standard  provisions  applicable  to  children's  endowment  policies 294 

shortening  of  limitation  of  daim  period  in  policy  form  disapproved. . . .  296 
waiver  of  right  to  have  medical  examinations  treated  as  confidential  not 

permissible 295-97 

policies  delivered  in  New  York  State  must  not  be  made  subject  to  laws 

of  foreign  states 297 

use  of  the  term  **  New  York  state  official  policies,"  prohibited 297 

words  "  renewable-convertible  "  may  be  used  in  term  forms 297 

words  "  non-renewable/'  "  non-convertible  "  must  be  used  when  term 

form  does  not  provide  for  renewal  or  conversion 296 

privilege  of  renewal  clause  must  state  whether  medical  re-examination 

is  required 298 

privilege  of  change  clauses  in  term  form  must  be  definite  with  regard  to 

medical  examination 296 

use  of  word  "  pension  "  in  installment  policy  disapproved 298-99 

aggregate  amount  of  installments  and  commuted  value  should  be  stated 

on  face  of  policy 299 

commuted  value  of  installment  pohcy  and  aggregate  of  installments 

certain 299 

beneficiary  in  installment  policy  may  not  be  designated  as  **  annuitant."  300 
Installment  option  riders  should  not  be  used  concurrently  with  issue  of 

policy 300 

waiver  of  premiums  and  disability  provision 300 

disability  clause  may  be  inserted  providing  policy  does  not  prohibit 

its  use : 301 

policy  form  with  new  provision  added  must  bear  new  form  number. . . .  301 
clause  maturing  policy  at  face  amount  on  proof  of  total  disability  dis- 
approved  301-2 

basis  of  conversion  charge  must  be  stated  in  policy 302 

grace  in  payment  of  premium 302 

interest  on  premiums  for  period  of  grace  should  be  at  definite  rate 302 

incontestability 30a-6 

incontestability  clause  must  follow  language  of  statute 303 

provision  making  policy  incontestable  from  date  of  issue  contrary  to 

public  policy 303 

provision  for  incontestability  after  one  year  approved 304 

exception  in  incontestable  clause  may  not  be  extended  to  aviation  risks.  304 

date  of  issue  is  the  date  the  policy  bears  for  original  issues 304-^5 

words  "  date  of  issue  **  must  appear  in  incontestable  clause 305 

railroad  employment  clause  voiding  policy  disapproved 305 

railroad  employment,  extra  hazards  covered  by  extra  premium 306 
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policy  loans 311-16 

policy  loan  pro  visions  should  state  a  definite  rate  of  interest 311 

deduction  by  company  in  advance  of  6  per  cent  interest  on  loan  not 

usury 312 

words  "  at  any  time  "  should  not  be  omitted  from  loan  provirion 313 

promissory  note  must  not  be  issued  as  additional  security  for  a  policy 

loan 313 

what  headings  for  first  column  of  table  of  values  in  life  policies  are  lawful, 

footnote  when  necessary 313-14 

loan  values  in  single  premium  policies  to  begin  first  year 314-15 

when  no  surrender  charge  is  made  tabular  values  should  be  carried  to 

cents,  and  extended  term  to  days 315 

reinstatement 315-16 

policy  should  contain  reinstatement  provision 315 

policy  may  state  that  rate  of  interest  on  premiums  in  default  shall  not 

exceed  six  per  centum  per  annum 316 

application  to  sin^e  premium  policies 316-17 

surrender  or  lapse,  options  on 306-11 

cancellation  clause  in  "  wife  insurance  "  policy  disapproved 309 

surrender  value,  substandard  risk 309 

basis  of  values  should  be  stated  in  policy 309-10 

statement  of  maximum  surrender  charge 310 

surrender  charge,  industrial  policies 310 

dividends  applied  to  payment  of  premiums 310-11 

See  dUo  Applications;  Forms;  Options;  Reinstatement  of  policy. 
Standards,  minimum,  see  Minimum  standards. 
Statement,  annual,  eee  Reports. 

Statute,  foreign,  life  company  must  comply  with  foreign  statute 127 

Stock  companies: 

effect  of  1907  amendments  on 202 

foreign  mutual  life  company  may  not  be  admitted  to  do  business  as 146 

1907  amendments  not  applicable  to  election  for  directors  held  in  1907 202 

no  distinction  made  betweeh  mutual  and  stock  companies  under  §  103 337 

not  relieved  from  limitations  as  to  renewal  commissions 266 

Stockholders: 

cannot  vote  as  policyholders 202 

of  company  may  act  as  insurance  agent  of  such  company 222 

Stocks: 

accumulations  except  stocks  or  real  estate,  exempt  from  taxation 129 

agent  may  not  buy  on  consideration  of  taking  out  life  policy 183-84 

appraisal  of  securities  by  Superintendent 134 

investment  in 123-24 

sales  of,  approval  of 269-70 

Sub-agents: 

in  calculating  expenses,  immaterial  whether  contract  be  made  with  general 

or  sub-agents 218 

commissions  to,  for  remitting  cost  of  insurance,  a  rebate 180-81 

company  must  report  as  cost  of  new  business  sums  paid  by  agents  to 211-12 

may  not  share  commissions  with  unlicensed  manager 193 

prizes  to,  based  on  amount  of  business  prohibited 232 
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Sub-agents  —  CorUinved:  paqb 

renewal  oommiBBiona  to,  based  on  amount  of  business 243 

{  97  silent  as  to  contracts  of  general  agents  with  their  sub-agents 264 

Substandard  Industrial  Mortality  Table 162 

Substandard  risks: 

incorporation  of  company  to  write  prohibited 146 

surrender  values 309 

Superintendent  of  agencies  of  foreign  company  must  have  a  certificate 135 

Superintendent  of  Insurance: 

agent's  certificate  of  authority: 

-  discretion  in  issuing 177,  195 

to  foreign  corporations 134-35 

attorn^  for  unauthorised  foreign  company,  Superintendent  should  not  file 

designation  of 129 

auditing  of  reports  and  appraisal  of  securities  by 134 

certificate  of  authority  to  do  business,  may  dispense  with  publication  of . . .  129 

commutation  of  renewal  commissions,  approval  of 250-58 

correspondence 120 

deposit  of  securities,  duties  with  regard  to 122,  123 ,  128,  147 

dividends,  must  regard  declared  dividends  as  a  liability 152 

election  of  directors,  duties  with  regard  to 201 

examinations,  duties  with  regard  to 132 

foreign  corporations: 

jurisdiction  over 127 

valuation  of  policies 159-60 

foreign  deposits,  amount  and  kind 128 

investments,  approval  of  by 123,  268-69 

standard  forms  must  be  submitted  to 127,  167 

standard  provisions,  approval  of  policy  forms 287-317 

valuation  of  policies 156-64 

Surplus; 

annual  statement  of,  on  deferred  dividend  policies  required 337 

distribution  to  policyholders: 

annual  dividend  policies 148 

word  ''issued"  as  used  in   §§  83  and   102  synonymous  with 

"  written  "  as  used  in  §  103 148 

deferred  dividend  policies 148-50 

deferred  dividend  policies  cannot  be  issued  at  home  or  abroad  after 

January  1,  1907 148 

life  companies  prohibited  from  writing  other  than  annual  dividend 

contracts 148 

deferred  dividend  policies  issued  prior  to  January   1,  1907,  not 

affected  by  provisions  of  the  law 148-49 

return  premium  feature  may  not  be  added  to  deferred  dividend 

policies 149 

deferred   dividend  policy   issued   prior   to  January   1st  may  be 

exchanged  for  two  policies  equal  in  value  to  the  single  policy.  149 
deferred  dividend  policy  issued  prior  to  January  1,  1907,  may  be 

changed  to  endowment  policy 149-50 

deferred  dividend  policy  issued  prior  to  January  1,  1907,  may  be 
exchanged  for  another  form  with  same  deferred  dividend  period  150 
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existing  deferred  dividend  policies ^ 150-51 

sums  held  for  account  of  existing  deferred  dividend  policies  shall  be 

set  aside  annually 150 

statement  of  accumulations  on  deferred  dividend  policies  heretofore 

written  not  required 151 

foreign  corporation,  participating  policy 154n55 

foreign  company  must  provide  for  distributing  surplus  annually  in 
all  participating  policies  (industrial  or  ordinary),  issued  or 

delivered  by  it  in  this  State 154-55 

automatic  feature  of  applying  dividends  not  compulsory  on  foreign 

life  insurance  companies 155 

surplus,  earned  or  saved 151-54 

surplus  earned  during  year  need  not  be  ascertained  until  end  of 

the  year  1907 151 

apportionment  of  dividends  shall  be  made  annually 151 

when  declared  dividends  considered  a  liability 152 

policyholders  may  not  be  discriminated  against 152 

no  surplus  paid  or  credited  on  policy  unless  saved  or  earned 152 

policy  cannot  defeat  right  of  election  to  direct  manner  in  which 

dividends  shall  be  paid 152 

paid-up  clause  not  defeating  options  may  be  used 153 

policyholders  may  elect  annual  dividend  option  in  advance 153 

payment  of  dividend  may  be  made  contingent  upon  payment  of 

second  annual  premium 153-54 

no  provision  in  the  Insurance  Law  by  which  life  companies  would 

be  bound  to  pay  dividends  at  the  end  of  the  first  year 154 

investment  of 122-25,  268-70 

See  aiso  Dividends. 
Surrender  charge: 

industrial  policies 310 

statement  of  maximum 310 

tabular  values,  when  no  surrender  charge  is  made 315 

Surrender  values  of  lapsed  or  forfeited  policies: 

domestic  corporations.    New  policies 165-67 

amendments  as  to  surrender  values  do  not  apply  to  foreign  life  Insurance 

companies 165-66 

cash  surrender  values  may  be  included  in  policy  contracts 166 

surrender  values  prescribed  in  law  are  minimum  values  and  larger  values 

may  be  allowed 166 

surrender  values  on  "  special  class  "  business 166 

substandard  risks 309 

table  of  loan  and 277-79,313-14 

Webei^-annuities  bill 167 

forms  required  under  amended  section  must  be  submitted  to  Super* 

intendent 167 

waiver  of  lapse  or  forfeiture  provisions  in  application  void 167 

See  aiso  Cash  surrender  values;  Lapse  or  surrender,  options  on. 
Surrendered  policy,  paid-up  given  for  (old  §  101) 247 
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Survivonhip:  paqb 

annuitleB  not  within  proYisions  of  {{  96  or  97 205,  214 

tenn  '*  annuities  "  inchides 320 

Table  of  Mortality,  m9  Mortality,  tables  of. 

Table  of  values,  headings  for  column  of  years 313-14 

See  eieo  Loan  and  surrender  values,  table  of. 

Taxation  of  foreign  corporations 129 

taxation  of  benefit  funds 129 

total  premiums  less  amount  taxable  in  other  states  are  subject  to  taxation 
in  this  State 129 

Term  policies: 

changed  for  ordinary  life  or  endowment,  commissiiHis  and  renewals  on 223 

commissions  and  renewals  on  new  policies  issued  in  acoordanoe  with  privilege 

granted  in 241,  242 

indorsement  for  standard  policies  to  cover  case  of  preliminary  term  insurance 

(dd  §  101) 284 

limitation  of  expenses  on 213 

modes  of  settlement  (old  (  101) 281 

options  in  standard  (old  §  101) 280 

privilege  of  change  clauses  in  must  be  definite  with  regard  to  medical  ex- 
amination    298 

privilege  of  renewal  in 280,  298 

renewable  term  rates  may  be  used  for  non-renewable  term  insurance  on 

impaired  lives 188 

Select  and  Ultimate  vahiation  of 161,  214,  215 

valuation  in  Tropical  and  Semi-Tropical  countries 157 

on  underaverage  lives 156-57 

when  words  renewable-convertible  may  be  used  in 297 

words  non-renewable,  non-oonvertible  must  be  used  when  term  form  does 
not  provide  for  renewal  or  conversion 298 

Term  premiums: 

first  year's  expense  limitations  upon 213-14 

one  year 188 

oonmussions  on 223 

Title  policies 133 

Traveling  expenses: 

of  agent  to  convention  may  not  be  paid  by  company 234 

of  agents  may  be  paid  provided  company  keeps  within  limitations  of  §  97. . .  231 

form  letter  allowing  traveling  expenses  to  agency  supervisor 260 

railroad  and  hotel  bills  of  agents  attending  annual  meeting  of  company 

may  be  paid  by  general  agents 235 

of  soliciting  agents  not  chargeable  against  margin  for  first  year  business 218 

Tropical  andSemi-Tropicol  countries,  valuation  of  policies  in 157 

Tropics,  special  clause  in  standard  form  when  insured  is  about  to  go  to  (old  §  101)  273 

Trust  companies,  investments  may  be  made  in  stock  of  solvent 123 

Trustees: 

control  over  insurance  property  may  not  be  vested  in  outside 270 

pension  to  forbidden 267 
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TuberculoBiB,  anti-tuberculoBis  league,  mutual  life  company  may  not  giye  aub- 

scription  to 210 

Twisting 144-45 

Unauthorized  companies,  see  Foreign  oonxNrations. 

Underaverage  lives,  valuation  of  polides  on 156-57 

Undertakers  and  medicinal  supply  company,  incorporation  of 146 

United  States  government  bonds,  when  accepted  by  foreign  government  Super- 
intendent may  accept  foreign  securities 128 

Usury,  deduction  of  6  per  cent  interest  on  loan  not  usury 312 

Vacancies  in  administration  ticket,  how  filled 204 

Valuation  of  policies: 

excess  to  be  reported 163-64 

when  standard  of  valuation  giving  results  in  excess  of  those  based  on  the 

minimum  standards  is  adopted,  excess  must  be  rep(Hted 163-64 

double  valuations  and  reports  of  excess  valuation 164 

report  of  excess  valuation  not  required 164 

extra  hazards 156-58 

**  special  class  "  policies  may  be  valued  on  table  of  mortality  based  on 

experience  of  a  company  in  this  class  of  business 156 

valuation  of  policies  issued  on  underaverage  lives 156-57 

valuation  of  policies  issued  in  Semi-Tropical  and  Tropical  countries. . .   157 
standards  adopted  by  the  Superintendent  in  cases  of  invalid  lives  and 
other  extra  hasards  to  be  construed  as  legal  minimum  standards. .  157 

valuation  of  waiver  of  premium  on  permanent  disability 158 

valuation  of  supplementary  contracts  for  waiver  of  premium 158 

foreign  valuation 159-60 

vahiation  of  foreign  policies  issued  after  January  1,  1907,  must  be  made 
upon  basis  of  Am.  Ex.  Table  of  Mortality  three  and  one-half  per 

cent,  Select  and  Ultimate  method 159-60 

policies  issued  on  and  after  January  1,  1907,  must  be  vahied  according 

to  standards  taking  effect  that  day 160 

valuations  of  policies  by  another  state  wiU  be  accepted  if  made  upon 

a  basia  which  would  give  a  higher  reserve 160 

industrials  and  annuities 162-63 

standards  of  valuation  for  annuities  and  industrial  policies 162 

minimum  standards  for  valuation  of  industrial  policies  and  annuities 

apply  only  to  business  written  on  and  after  January  1,  1907 162 

standards    for    vahiation    of    industrial    and    intermediate    annuity 

contracts 162-63 

joint  lives 161 

Makehamized  Am.  Ex.  Table  may  be  used  for  valuation  of  joint  life  and 

last  survivor  insurances 161 

on  reorganization  from  asBesBment  to  ordinary  life  corporation 135 

tabular  values  when  no  surrender  charge  is  made 315 

term  policies 161,  213-14 

Seleot  and  Ultimate  valuation  of  term  policies 161 ,  214 
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Values:  paob 

basis  of  yahies  statement  in  policy 90^10 

headings  for  column  of  yean  in  table  of 31^14 

table  of  loan  and  surrender  values 277-79,  313-16 

8e0  also  Surrender  values. 

Violations: 

agent  violating  law  prohibiting  discriminations  will  be  proceeded  against 173 

penalties  for  violation  of  Insurance  Law 120 

Waiver; 

any  waiver  in  application  void 139-40 

of  lapse  or  forfeiture  provisions  in  application  void Ii7 

of  premiums  and  disability  provisions 300 

of  right  to  have  medical  examination  treated  as  confidential  not  permissible .  205-96 

valuation  of  supplementary  contracts  for  waiver  of  premium 158 

valuation  of  waiver  of  premium  on  permanent  disability 158 

War  conditions,  approved  indorsement  form  covering 293 

Warranties: 

application  containing  warranty  void 139-40 

statements  of  insured  not  to  be  deemed 139 

Weber  annuities  bill 167 

Wife  insurance  policy,  cancellation  clause  in  disapproved 309 

Witness  on  examination  not  immune  from  criminal  prosecution 132 

Workmen's  indemnity  policy,  method  of  computing  reserve  on 164-65 
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REPORTS  ON  OFFICIAL  EXAMINATION 
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The  following  abstracts  of  reports  on  examinations  are  ar- 
ranged alphabetically  in  groups,  to  wit : 

Stock  and  Mutual  Fire  Insurance. 

MaHne  Insurance, 

Co-operative  Fire  Insuromce. 

Lloyds  Associations, 

Stock  and  Mutual  Life  Insurance. 

Casualty,  Fidelity  and  Surety,  and  Credit  Insurance, 

Workmen's  Compensation  Corporations, 

Co^erative  Life,  Accident  and  Health  Insurance, 

Fraternal  Beneficiary  Insurance, 

Title  Insurance, 
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ABEILLE    FIEE    INSUEANCE    COMPANY  —  UNITED 

STATES   BRANCH 

Pabis^  Fbakoe 

Verificdtion  of  capital  statement  as  of  March  31, 1914. 
Report  dated  June  23,  1914. 
Examiner:  Richard  A.  Elm^r, 

The  Abeille  Fire  Insurance  Company  was  founded  and  author- 
ized bj  imperial  decree  on  the  27th  day  of  May,  1857,  under  the 
title  of  "  L' Abeille  Societe  anonyms  d'assurance  a  primes  fixes,'' 
and  waa  converted  into  a  joint  stock  company  under  the  provisions 
of  the  Laws  of  1867.  In  March,  1911,  the  company  entered  the 
United  States  under  the  provisions  of  section  27  of  the  Insurance 
Law  of  the  State  of  New  York,  making  the  statutory  deposit 
with  the  Superintendent  of  Insurance  of  the  said  State,  and  ap- 
pointing the  Bankers'  Trust  Company  of  New  York  city  the 
United  States  trustee.  The  corporation  of  Starkweather  and 
Shepley,  of  Providence,  Rhode  Island,  was  appointed  United 
States  manager. 

The  company  operates  in  the  United  States  solely  as  a  rein- 
suring company,  assuming  two-eighths  of  the  business  written 
by  the  United  States  branches  of  the  Phenix  and  Nationale  Fire 
Insurance  Companies  of  Paris,  France.  The  United  States  man- 
ager, who  is  also  the  manager  of  the  Phenix  and  Nationale,  con- 
ducts the  affairs  of  the  company  in  the  United  States  under  the 
same  conditions  and  arrangements  as  the  affairs  of  the  two  afore- 
said companies  are  conducted.  The  said  arrangements  are  de- 
scribed in  detail  in  the  reports  on  examination  of  these  two  com- 
panies under  current  date. 

CapUaZ  Statement 

The  financial  condition  of  the  company  on  March  31,  1914, 
under  the  capital  statement  requirements,  as  provided  for  in  sec- 
tion 27  of  the  Insurance  Law  of  the  State  of  New  York,  was  found 
to  have  been  as  follows: 

[385] 
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A88et8 

Par  value        Market  value 

Securities  deposited  with  insurance  depart- 
ments or  with  chief  financial  officers  in  the 
various  states  of  the  United  States $300,000  00      $307,000  00 

Securities  vested  and  held  in  the  United  States 
by  trustees  210,000  00         192,700  00 

Total  gross  assets  in  the  United  States  deposited  with  in- 
surance departments  and  trustees $499, 700  00 

Liabilitiea 

Unpaid  losses    $25,391  78 

Unearned  premium  reserve 138, 731  36 

All  other  liabilities  (excluding  commissions  and  brokerage) ..  2,500  00 

Total  liabilities $166,623  14 

Capital  under  section  27  of  the  Insurance  Law 333, 076  86 

Total  (being  the  aggregate  assets) $499, 700  00 

It  will  be  noted  in  the  foregoing  statement  that  the  market 
value  of  the  securities  deposited  with  insurance  departments  and 
trustees  amounts  to  the  sum  of  $499,700,  and  is  $300  less  than 
the  minimum  $500,000  required  by  law.  I  find,  however,  that 
during  May  of  this  year  $11,000  was  cabled  to  the  United  States 
manager  from  the  home  ofiice  of  the  company  for  the  purpose  of 
investing  in  securities,  and  the  said  amount  will  be  ample  to  remove 
the  above  noted  deficit. 

General  Statement 

The  financial  condition  of  the  company  under  the  general  form 
of  statement  on  March  31,  1914,  was  found  to  have  been  as 
follows : 

Ledger  Asset b 

Book  value  of  bonds $502, 200  00 

Deposited  in  trust  companies 37, 502  60 

Balances  due  from  reinsuring  companies 63, 067  51 

Total  ledger  assets $602, 770  11 

Jfcm-Ledger  Aaeete 

Accrued  interest  4,933  32 

Undivided  interest  in  cash  held  by  Phenix  and  Nationale. . ..  7,539  85 

Gross  assets $615,243  28 
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Deduct  Assets  Not  Admitted 

Book  value  of  bonds  over  market  value $2, 500  00 

Total  admitted  assets  $612, 743  28 

Ldahilities 

Unpaid  losses  and  claims $25, 391  78 

Unearned  premium  reserve 138, 731  36 

Due  for  commissions  19, 715  06 

Estimated  amount  accrued  for  taxes,  expenses,  etc 2,500  00 

Total • $186, 339  10 

Minimum  deposit  capital $200,000  00 

Surplus 226,404  18 

Surplus  to  policyholders 426, 404  18 

Total  liabilities $612, 743  28 


Securities  Owned 

The  securities  deposited  with  the  various  States  were  verified  by 
means  of  certificates  obtained  from  the  proper  State  officials,  and 
it  will  be  noted  that  the  said  deposits  are  held  for  the  protection 
of  all  the  policyholders  of  the  company  in  the  United  States. 
The  securities  vested  and  held  by  the  United  States  trustee,  the 
Bankers'  Trust  Company  of  New  York,  were  examined  and  veri- 
fied at  the  office  of  the  said  trust  company  in  the  city  of  New  York. 

Cash  Owned  by  Company 

The  company  has  an  account  with  the  Bankers'  Trust  Company 
of  New  York,  and  the  balance  on  March  31,  1914,  amounting  to 
$37,502.60,  was  verified  in  the  customary  manner  and  reconciled 
with  a  certificate  from  the  banking  institution. 

As  previously  noted  in  this  report,  the  business  of  the  company 
in  the  United  States  is  entirely  reinsurance  of  the  United  States 
branches  of  the  Phenix  and  Nationale  Fire  Insurance  Companies. 
From  an  examination  of  these  companies  under  current  date,  it 
was  found  that  certain  moneys  representing  agents'  balances  and 
the  property  of  the  Abeille  were  on  deposit  in  the  Industrial  Trust 
Company  in  the  accounts  of  the  Phenix  and  Nationale.  In  order 
to  adjust  this  matter  there  was  charged  as  a  liability  in  each  of 
the  financial  statements  of  the  two  said  companies  the  amount  due 
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the  Abeille,  and  there  has  been  credited  as  a  nonledger  asset  in 
the  foregoing  financial  statement  of  the  Abeille  the  following  item : 
"  Undivided  interest  in  cash  held  by  Phenix  and  Rationale, 
$7,539.85." 

Annual  and  Qvarterly  Statements 

The  company  maintains  an  accounting  system  that  is  adequate 
to  its  needs,  and  the  books  and  records  are  well  kept,  but  there 
appears  to  be  some  confusion  in  compiling  the  annual  and  quarterly 
statements  submitted  to  this  department. 

As  explained  in  detail  in  the  examinations  of  the  Phenix  and 
Rationale,  the  method  of  computing  the  liability  for  commissions 
is  incorrect  and  the  company  has  failed  to  report  the  actual  cash 
owned.  The  recommendations  in  the  said  reports  in  regard  to 
future  statements  to  this  Department  are  equally  applicable  to 
this  company,  and  are  as  follows : 

(a)  Report  the  actual  cash  owned. 

(b)  Correct  the  errors  noted  in  this  report  on  the  compilation 
of  the  premium  reserve. 

(c)  Ascertain  and  report  the  correct  liability  due  for  commis- 
sions. 

It  would  also  appear  advisable,  in  view  of  the  close  reinsuring 
arrangements  among  the  Abeille,  Phenix  and  Rationale,  that  the 
accounts  be  closed  and  a  settlement  be  made  between  the  various 
companies  at  least  once  a  year. 


BRITISH  AMERICA  ASSURANCE  COMPANY  — 
UNITED  STATES  BRANCH 

Toronto,  Canada 

Verification  of  capital  assets  October  1,  1913. 
Report  dated  October  2,  1913. 
Examiner:  William  H,  Derrick. 

Capital  Assets 

Par  value        Market  value 
Securities     deponted     in     insurance     depart- 
ments, "  Exhibit  A" $366,300  00  $351,872  00 
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Par  vahie  Market  value 
Securities    vested    and    held    in    the    United 

States  by  tmstees,  "  Exhibit  B  " $951 ,  693  34  |949, 421  00 

Cask  yested  and  held  in  the  United  States 

by  trustees 1,047  37  1,047  37 

Total  gross  assets  in  the  United  States 
deposited  in  insurance  departments 
and  held  by  trustees $1,319,040  71      $1,302,340  37 


BUFFALO     GERMAN    rN"SURANOE     COMPANY    AND 
BUFFALO  COMMERCIAL  INSURANCE  COMPANY 

Buffalo,  N.  Y. 
Examined  on  merger. 
Report  dated  March  23,  1914. 
Examiner:  Charles  H.  Gardner. 

Whereas,  The  imdersigned,  Charles  H.  Gardner,  a  disinterested 
person  specially  appointed  for  the  purpose  by  the  Superintendent 
of  Insurance,  having  made  an  examination  of  the  Buffalo  German 
Insurance  Company  and  the  Buffalo  Commercial  Insurance  Com- 
pany, with  offices  for  the  transaction  of  business  located  in  the 
city  of  Buffalo,  State  of  New  York,  under  date  of  December  31, 
1913,  as  appears  in  a  report  on  examination  of  both  corporations 
annexed!  hereto;  and 

Whereas,  The  said  two  corporations,  being  domestic  fire  insur- 
ance corporations,  have  taken  proceedings  to  merge  into  one  cor- 
poration under  the  name  of  the  Buffalo  German  Insurance  Com- 
pany, and  to  become  vested  by  such  merger  with  all  the  assets  and 
assume  all  the  liabilities  of  the  above  named  merging  corporations : 

Now,  therefore,  I  do  hereby  certify  and  report  under  oath  that 
the  said  examination  shows  said  corporations  at  the  close  of  busi- 
ness on  date  of  December  31,  1913,  to  have  been  in  possession  of 
total  admitted  assets  in  the  sum  of  three  million  three  hundred 
sixty-eight  thousand  two  hundred  eighty-four  and  67/100  ($3,- 
368,284.67)  dollars,  and  to  have  liabilities  except  capital  amount- 
ing to  one  million  nineteen  thousand  two  hundred  twenty-six  and 
45/100   ($1,019,226.45)   dollars,  as  particularly  set  forth  in  a 
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combined  financial  statement  and  as  further  shown  in  separate 
financial  statements  of  both  corporations  hereto  annexed. 

I  hereby  further  certify  that  the  stockholders  of  both  companies 
at  meetings  duly  called  for  such  purpose,  in  accordance  with  the 
provisions  of  statute,  ratified  by  the  required  vote  the  terms  of  the 
merger  agreement. 

I  hereby  further  certify  that  all  proceedings  called  for  by  law 
looking  to  the  merger  of  the  said  two  corporations  have  been 
properly  taken. 

The  method  of  arriving  at  the  respective  book  values,  tc^ther 
with  the  combined  values,  and  the  number  of  shares  of  stock  of  the 
merger  corporation  receivable  in  exchange  for  shares  of  stock  of 
the  merging  corporations  is  set  forth  below : 

Buffalo  German  Insurance  Company 

Capital $200,000  00 

30%  reserve  ($677,584.65)    203.275  40 

Surplus 1,812.963  38 

Book  valuec= 

Total  value   $2,216,238  78        $1,108.11939 

Buffalo  Commercial  Insterance  Company 

Capital $200,000  00 

30%  reserve    ($264,887.95) 79.466  38 

Surplus 136,094  84 

Book  value= 

Total  value   $415,561  22  $207.78061 

Combined  value  Buffalo  German $2,216,238  78 

Combined  value  Buffalo  Commercial 415,561  22 

Book  valueE= 

$2,631,800  00  $657.95 

Book  value  Buffalo  German $1, 108 .  11939 

Book  value  Buffalo  Commercial 207 .  78061 

Book  value  combined $667.95 

Buffalo  German  book  value 1, 108. 11939 

$168.42 

657 . 9500000 

Buffalo  Commercial  book  value 207.78061 

$31.68 

657.9500000 
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Each  Buffalo  German  share  receives  $108.42  New  Company  stock  of  book 
value  of  $657.95,  to  a  value  of  $1,108.11939  or  present  Buffalo  German  value. 

£ach  Buffalo  Commercial  share  on  the  basis  of  $100  par  value  receives 
$31.58  New  Company  stock  of  book  value  of  $657.95,  to  a  value  of  $207.T8061 
or  present  Buffalo  Commercial  value. 

Buffalo  German  Shares,  2,000;  book  value,  $1,108.11939;  total  value, 
$2,216,238.78,  receives  new  shares,  3,368.4;  book  value,  $657.95;  total  value, 
$2,216,238.78. 

Buffalo  Commercial  shares  (400  par  $500)  equals  2,000  par  $100;  book 
value,  $207.78061;  total  value,  $415,561.22,  receives  new  shares,  631.6;  book 
value,  $657.95;  total  value,  $415,561.22. 

Each  Buffalo  Commercial  share  of  a  par  value  of  $500,  receives  1.579  new 
shares. 

Each  Buffalo  German  share  of  a  ^ar  value  of  $100,  receives  1.6842  new 
shares. 

Combined  Financial  Statement 

The  following  is  a  statement  of  the  combined  admitted  assets 
and  liabilities  (actual  and  contingent)  of  the  Buffalo  German  In- 
surance Company  and  the  Buffalo  Commercial  Insurance  Com- 
pany to  be  transferred  to  and  assumed  by  the  merger  corporation 
(Buffalo  German  Insurance  Company)  in  accordance  with  the 
terms  of  the  merger  agreement : 

Ledger  Assets 

Book  value  of  real  estate $625,000  00 

Mortgage  loans  on  real  estate 549, 150  00 

Collateral  loans    10,500  00 

Book  value  of  bonds 1,808,594  18 

Deposit  in  trust  companies  and  banks 197,238  55 

Agents'  balances  123, 100  07 

Uncollected  premiums  7, 888  17 

Accounts  receivable   4 ,  954  05 

Total $3,226, 425  02 

N(m-Ledger  Assets 

Accrued  interest  on  mortgage  loans $9, 133  75 

Interest  due  on  mortgage  loans 143  48 

Accrued  interest  on  bonds 21,080  86 

Accrued  interest  on  collateral  loans 150  00 

Accrued  interest  on  bank  balances 175  53 

Rents  due  380  84 

Total  interest  and  rents 31,064  46 

Market  value  of  real  estate  over  book  value 101,500  00 

Maps  (estimated  value)    9, 905  73 

Reinsurance,  salvage,  etc.,  on  paid  losses 314  46 

Gross  assets $3, 369,209  67 
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Deduct  Assets  Not  AdnUited 
Bcok  value  of  bonds  over  market  value $926  00 


Total  admitted  assets  $3,368,284  67 


Liabilities 

Gross  unpaid  losses $59, 106  33 

Less  reinsurance  5, 165  64 


Net  amount  of  unpaid  losses  and  claims $53, 940  60 

Expense  of  adjustments   404  85 

Unearned  premiums,  one  year  risks $257,577  12 

Unearned  premiums,  term  risks 684, 895  48 


Total  unearned  premiums *  942, 472  60 

Salaries  and  expenses  due  or  accrued 1 ,  474  16 

Estimated  amount  payable  for  Federal  and  State  taxes 15,743  73 

Contingent  commissions  due  or  accrued 3,264  09 

Commissions  and  brokerage 1 ,  926  33 


Total  liabilities,  except  capital $1,019,226  45 

Capital $400,000  00 

Surplus 1,949,058  22 

2,349,058  22 


Total  liabilities $3,368,284  67 


Buffalo  Gebman  Insurance  Company 

Assets 

Ledger  assets  December  31,  1912 $2,594,482  61 

Total  income   946,076  22 

$3,540,658  83 

Total  disbursements 931 ,506  48 


Balance  December  31,  1913 $2,609,052  36 


Ledger  Assets 

Book  value  of  real  estate $525, 000  00 

Mortgage  loans   on   real   estate 419, 650  00 

Collateral  loans    10, 500  00 

Book  value  of  bonds 1,421, 149  18 

Deposits  in  trust  companies  and  banks 130, 967  94 

Agents'  balances  90, 759  10 

Uncollected  premiums   6, 366  14 

Accounts  receivable   4, 659  99 


Total $2,609,052  35 
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Non^Ledger  A99et9 

Accrued  interest  on  mortgage  loans $7»306  83 

Interest  due  on  mortgage  loans 143  48 

Accrued  interest  on  bonds 17,490  73 

Accrued  interest  on  collateral  loans 150  00 

Rents  due 380  84 


Total  interest  and  rents $25,471  38 

Market  value  of  real  estate  over  book  value . . . .  ^ 101 ,  500  00 

Maps  (estimated  value)    9, 905  73 

Reinsurance  due  on  paid  losses 50  07 


Gross  assets $2,745»979  53 

Deduct  As8€t8  Xoi  Admitted 
Book  value  of  bonds  over  market  value 720  00 


Total  admitted  assets  $2,745,259  63 


Liahilitie8 

Gross  unpaid   losses $41 ,  552  77 

Less  reinsurance  4, 453  61 


Net  amount  of  unpaid  losses  and  claims $37  >  099  16 

Expense  of  adjustment 404  85 

Unearned  premiums  one  year  risks $169,392  37 

Unearned  premiums  term  risks 508, 192  28 


Total  unearned  premiums 677 ,  584  65 

Salaries  and  expenses  due  or  accrued 1 ,  415  79 

Estimated  amount  payable  for  Federal  and  State  taxes 11,531  05 

Contingent  commissions  due  or  accrued 2, 606  73 

Commission  and  brokerage 1 ,  653  92 


Total  liabilities,  except  capital $732,296  16 

Capital $200,000  00 

Surplus 1,812,963  38 

2,012,963  38 


Total  liabilities $2,745,259  53 


Buffalo  Commebcial  Insurance  Company 

Assets 

Ledger  assets  December  31,  1912 $652, 155  33 

Total  income   298,691  35 

$950,846  68 

Total  disbursements 333,474  01 


Balance  December  31,  1913 $617, 372  67 
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Ledger  Aeseta 
Mortgage  loans  on  real  estate $129,500  00 


Book  value  of  bonds 

Deposits  in  trust  companies  and  banks. 

Agents'  balances  

Uncollected  premiums  

Accounts   receivable    


387,446  00 

66,270  61 

32,340  97 

1,522  03 

294  06 


Total $617,372  67 


Non-Ledger  Aweta 

Accrued  interest  on  mortgage  loans 

Accrued  interest  on  bonds   

Accrued  interest  on  bank   balances 


$1,827  42 

3,590  13 

175  53 


Reinsurance,  salvage,  etc.,  on  paid  losses 


Gross  assets 


5,593  08 
264  39 


$623,230  14 


Deduct  Assets  Not  Admitted 
Book  value  of  bonds  over  market  value 


205  00 


Total  admitted  assets $623,025  14 


Liabilities 


Gross  unpaid  losses 
Less  reinsurance  . . , 


$17,553  56 
712  03 


Net  amount  of  unpaid  losses  and  claims. 

Unearned  premiums,  one  year  risks 

Unearned  premiums,  term  risks 


$88,184  75 
176,703  20 


$16,841  53 


Total  unearned  premiums 

Salaries  and  expenses  due  or  accrued 

Estimated  amount  payable  for  Federal  and  State  taxes. 

Contingent  commissions  due  or  accrued 

Commissions  and  brokerage 


264, 

,887 

95 

58 

37 

4 

,212 

68 

657 

36 

272  41 

Total  liabilities,   except  capital $286, 930  30 

Capital    $200,000  00 

Surplus   136,094  84 


Surplus   to  policyholders 


336,094  84 


Total  liabilities $623,025  14 
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THE    COLONIAL    ASSUEANCE    COMPANY    OF    THE 

CITY    OF    NEW    YORK 

New  York,  N.  Y. 

Examined  to  ascertain  condition  June  30, 1913. 
Report  dated  August  13, 1913. 
Examiner:  Charles  H,  Gardner. 

A88ei8 

Book  value  of  bonds $370, 210  00 

Cash  in  bank  and  trust  companies 22, 574  21 

Agents'  balances  within  90  days 33, 312  49 

Agents'  balances  over  90  days  due 1 ,  008  97 

Ledger  assets    $427, 105  67 

Non-Ledger  Assets 

Interest  accrued  on  bonds $4, 025  00 

Reinsurance  due  on  paid  loss 52  29 

Total   4.077  29 

Gross  assets  $431 ,  182  96 

Deduct  Assets  Not  Admitted 

Agents'  balances  over  90  days  due $1 ,  008  97 

Book  value  of  bonds  over  market  value 12, 010  00 

Total    13,018  97 

Admitted  assets   $418, 163  99 

lAdbilities 

Unpaid  losses $15, 944  55 

Unearned  premiums,  one  year  risks $67, 406  28 

Unearned  premiums,  term  risks 20, 193  42 

Total  unearned  premiums 87, 691  70 

Reinsurance  premiums  due 3, 945  33 

Tax  on  premiums  ( estimated ) 600  00 

Total  liabilities  except  capital $108,181  58 

Capital  ; $200,000  00 

Surplus   109,982  41 

Surplus  to  policyholders 309, 982  41 

Total  liabilities    $418. 163  99 
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All  asset  and  liability  items  entering  into  the  above  financial 
statement  were  verified  from  the  company's  books  of  record.  As 
a  result  of  such  verification  it  was  found  that  on  June  30,  1913, 
the  company  had  a  sui^plus  in  the  sum  of  $109,982.41,  over  and 
above  its  capital  of  $200,000. 

The  securities  amounting  to  a  par  value  of  $370,000  were 
verified  by  a  personal  examination  and  count  thereof.  The 
market  value  of  said  securities  on  June  30,  1913,  was  ascertained 
from  rates  furnished  by  the  audit  bureau  of  this  Department. 
Attached  to  this  report  is  a  schedule  of  the  above  mentioned  se- 
curities, setting  forth  the  book,  par  and  market  value  of  the  same. 

The  company  was  organized  in  June,  1896,  with  a  capital  of 
$200,000.  In  the  year  1900  a  merger  was  effected  with  the 
Washington  Assurance  Company  of  New  York,  the  merged  cor- 
porations being  known  as  "  The  Colonial  Assurance  Company  of 
New  York,"  with  a  capital  of  $400,000,  consisting  of  four 
thousand  shares  of  a  par  value  of  $100.  During  July  of  the  year 
1900,  the  capital  stock  of  the  company  was  reduced  to  $200,000, 
consisting  of  four  thousand  shares  of  a  par  value  of  $60. 


FIRE   REASSURAXCE   COMPANY  —  UNITED   STATES 

BRANCH 

Paris,  Filvnce 

Joint  examination  by  Connecticut  and  New  York  to  ascertain 
condition  September  30,  1913. 

Report  dated  June  16,  1914. 

Examiners:  Joseph  Froggett  for  Connecticut;  Isaac  Fuld  for 
New  York, 

History  of  the  United  States  Branch 

The  Fire  Reassurance  Company  of  Paris,  France,  entered  the 
United  States  for  the  transaction  of  the  business  of  fire  insurance 
by  admission  to  the  State  of  Connecticut  on  June  8,  1911,  and 
to  the  State  of  New  York  on  November  16,  1911. 

It  is  now  authorized  to  transact  such  business  in  the  following 
States:    Arkansas,  Connecticut,  Colorado,  Delaware,  Illinois,  In- 
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diana^  Iowa,  Louisiana,  Massachusetts,  Michigan,  Mississippi, 
Montana,  Nevada,  New  Hampshire,  New  Jersey,  New  York, 
Norfli  Carolina,  Ohio,  Pennsylvania,  Texas,  Utah  and  West 
Virginia. 

The  United  States  Branch  of  the  Company  confines  itself  to 
the  transaction  of  a  reinsurance  business  exclusively,  with  a  net 
annual  premium  income  of  upwards  of  $1,250,000. 

The  following  statement  shows  the  financial  condition  of  the 
United  States  branch  of  the  company,  as  of  September  30,  1913, 
computed  under  the  provisions  of  the  Insurance  Laws  of  the  State 
of  Connecticut. 

Assets 

Book  value  of  bonds $1, 192,072  35 

Depodts  in  banka  on  interest 134,516  60 

Due  from  other  companies  representing  biuriness  written  sub- 
sequent to  June  30,  1913'. 02,986  52 

Due  from  other  companies  representing  business  written  pricur 

to  July  1,  1913 1,446  90 

Estimated  amount  reclaimable  from  treaty  companies  on  ac- 
count of  fire  department  taxes 3, 000  00 

Interest  accrued   on   bonds 10, 995  82 


Grofls  assets    $1,405,018  19 

Deduct  assets  not  admitted: 

Cash    $132, 882  00 

An  investments 144,230  00 


Not  in  control  of  trustees $277, 112  00 

Due  from  other  companies  representing  business 

written  prior  to  July  1,  1913 1,446  90 

Book  value  of  ledger  assets  over  market  value  39,472  35 


318,031  25 


Total  admitted  assets $1,086,986  94 


lAahUiiies 

Unpaid  losses    $184,181  00 

Unearned  premiums 788,891  70 

Unpaid  bills    91  56 

Fire  department  taxes   (estimated) 3, 600  00 

Franchise  tax,  State  of  New  York  (estimated) 750  00 

Due  Bossia  Insurance  Company,  proportion  of  expenses 8,405  99 


Total  amount  of  all  liabilities  CTcept  deposit  capital $985,920  25 


398  Eepoets  on  Official  Examination 

Deposit  capital $200,000  00 

Impairment  of  deposit  capital 98,933  31 

Surplus  as  regards  policyholders $101 ,068  69 

Totel  liabilities    $1,086,986  94 


The  financial  condition  of  the  United  States  branch  of  the 
company  on  September  30,  1&13,  computed  under  the  provisions 
of  the  Insurance  Laws  of  the  State  of  Xew  York,  was  found 
to  be  afi  follows : 

Ledger  Assets 

Book  value  of  bonds $1, 192,072  35 

Deposits  in  bank  (trustee  account)  on  interest 1,634  60 

Deposits  in  bank  on  interest 132,882  00 

Due  from  other  companies,  representing  business  written  sub- 
sequent to  June  30,  1913 68,559  97 

Due  from  other  companies,  representing  -business  written  prior 
to  July  1,  1913 1,446  90 


Total  ledger  assets $1,396,595  82 

Non-ledger  assets: 

Estimated  amount  reclaimable  from  treaty  companies  on  ac- 
count of  fire  department  taxes 3,000  00 

Interest  accrued  on  bonds 10,995  82 


Gross  assets $1,410,591  64 

Deduct  assets  not  admitted: 

Book  value  of  bonds  over  market  value $39,472  35 

Due  from  other  companies,  representing  busi- 
ness written  prior  to  July  1,  1913 1 ,446  90 

40,919  25 


Total  admitted  assets $1,369,672  39 


Liabilities 

Unpaid  losses $184,181  00 

Unearned  premiums  on  one  year  risks $507,924  69 

On  term  risks 280,967  01 


788,891  70 

Unpaid  bills 91  56 

Franchise  tax.  State  of  New  York  (estimated) /. . .  750  00 

Fire  department  tax   (estimated) 3,600  00 

Due  other  companies 5,573  45 

Due  Rossia  Insurance  Company,  proportion  of  expenses 8, 405  99 


Total  liabilities  except  deposit  capital $991,493  70 
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Deposit  capital   $200,000  00 

Surplus 178,178  69 

Surplus  as  regards  policyholders $378,178  69 


Total  liabilities $1,369,672  39 


The  foregoing  statement  shows  the  United  States  branch  of  the 
company  to  be  in  possession  of  a  surplus  to  policyholders,  in  ex- 
cess of  its  minimum  deposit  capital,  of  $178,178.69. 

Capital  Staiement 

The  financial  condition  of  the  United  States  branch  of  the 
company,  under  the  provisions  of  section  27  of  the  Insurance  Law 
of  the  State  of  Xew  York,  on  September  30,  1913,  as  ascertained 
by  this  examination  was  as  follows : 

Assets 
Market  value  of  bonds  held  by  U.  S.  trustee  or  deposited  with 

insurance  departments $1 ,008,370  00 

Cash  in  bank  deposited  in  name  of  U.  S.  trustee 1 ,  634  60 

Total  gross  assets  in  the  U.  S.  deposited  with  insurance 
departments  or  trustee $1 ,010,004  60 

Liabilities 

Unpaid  losses   $184, 181  00 

Unearned  premiums 788,891  70 

Unpaid  bills 91  56 

Due  other  companies 5 ,  573  45 

Due  Rossia  Insurance  Company,  proportion  of  expenses 8,405  99 

Franchise  tax.  State  of  New  York  (estimated) 750  00 

Fire  department  tax  (estimated) 600  00 

Total  liabilities  in  the  United  States $988,493  70 

Capital  under  section  27  of  the  Insurance  Law 21 ,510  90 

Total  (being  the  gross  assets  reported  above) $1,010,004  60 


The  capital  statement  appearing  above  shows  the  United  States 
branch  of  the  company  to  be  in  possession  of  a  capital,  under  the 
provisions  of  the  aforementioned  section  27  of  the  Insurance  Law, 
amounting  to  $21,510.90,  or  an  impairment  of  its  statutory  de- 
posit capital  in  the  sum  of  $178,489.10. 
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This  impairment,  however,  was  made  good  on  November  20, 
1913,  by  a  transfer  of  the  following  bonds,  having  a  total  market 
value  of  $191,860  by  the  United  States  manager  of  the  company 
to  the  United  States  trustee,  the  Connecticut  Trust  and  Safe 
Deposit  Company. 

Description.  Par  Value.    Market  Value. 

Atchison,  Topeko  &  Santa  Fe  R.  R.  Co.,  general 

4%,  1905    $50,000  $46,500 

Baltimore  &  Ohio  R.  R.  Co.,  first  mortgage  4%, 

1948  25,000  22,760 

Erie  R.  R.  Co.,  prior  lien  4%,  1996 10,000  8,300 

Louisville  &  Nashville  R.  R.  Co.,  united  4%, 

1940  42,000  39,060 

Union  Pacific  R.  R.  Co.  &  Id.  grt.  first  mortgage 

4%,   1947    50,000  47,500 

Oregon  R.  R.  &  Navigation  Co.  4%,  1946 '  25,000  22,750 

Texas  &  Pacific  R.  R.  Co.,  first  mortgage  5%, 

2000 5,000  6,000 

Total  par  and  market  values $207,000  $191,806 


Fire  Department  Tux 

The  amount  charged  as  a  liability  under  this  heading  is  the 
estimated  amount  this  company  may  be  called  upon  to  pay  to 
the  Fire  Commissioner  of  the  city  of  New  York,  upon  the  com- 
pletion of  a  suit  now  pending  for  the  recovery  of  taxes  payable, 
by  foreign  fire  insurance  corporations,  under  sections  799  and  800 
of  the  charter  of  the  city  of  New  York.  This  charge  has  been 
made  although  United  States  Manager  Carvalho  claims  that  in 
the  event  of  the  company  being  called  upon  to  pay  this  tax,  it 
would  be  repaid  by  the  various  ceding  companies. 

In  support  of  such  claim  Manager  Carvalho  has  procured  from 
all  companies,  except  one,  with  which  the  Fire  Reassurance  Com- 
pany has  treaties,  certificates  to  the  effect  "  that  fire  department 
taxes  or  assessments  are  included  under  taxes  and  other  assess- 
ments payable  by  this  company  upon  reinsurance  ceded  to  the 
Fire  Eeassurance  Company  under  its  reinsurance  agreement  and 

are  refunded  to  the  Fire  Eeassurance  if  paid  by  them  directly  " 
*     *     * 

We  have  therefore  recognized  those  certificates  as  sufficient  evi- 
dence to  enter  a  credit  for  the  estimated  amount  recoverable  from 
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the  ceding  companies,  leaving  a  net  liability  of  $600.00  on  such 
account^  which  represents  the  taxes  on  the  business  of  the  com- 
pany from  which  no  certificate  has  been  received. 

Statutory  Deposits 

The  company  has  on  deposit  with  the  general  fiscal  officer  of 
the  States  named  below  the  following  bonds  for  the  protection  ot 
its  policyholders  in  the  United  States : 

State,  Description.  Par  Value,      Market  Value, 

New  York      City  of  New  York  4%%,  1960. . .  $200,000  $106,000 

Connecticut    City  of  New  York  4%%,  1960. . .  200,000  196,000 

City  of  New  York  4%%,  1963. . .  10,000  10,200 
Ohio               City  of   Cleveland,   Ohio,   4^4%, 

1928  50,000  50,500 

City  of  Cincinnati,  Ohio,   3%%, 

1936  50,000  46,500 

Certificates  were  obtained  from  the  proper  officials  covering 
the  above-mentioned  deposits. 

Your  attention  is  called  to  the  fact  that  the  market  value  of  the 
securities  deposited  in  the  State  of  New  York  are  $4,000  less 
than  the  statutory  requirements. 

To  comply  with  the  requirements  of  various  states,  the  com- 
pany has  filed  with  the  proper  officers  of  the  states  named  below, 
surety  bonds  in  the  following  amounts : 

State.  Amount, 

Texas $13,000 

Louisiana 20,000 

North  Carolina  10,000 

Arkansas 20,000 


Annual  Statement 

An  examination  of  the  Annual  Statement  filed  for  the  year 
ending  December  31,  1912,  evidenced  the  fact  that  the  premiums 
in  force  were  erroneously  reported  about  $70,000  less  than  the 
actual  premiums  in  force,  and  that  the  unearned  premium  lia- 
bility should  therefore  have  been  increased  by  about  $35,000. 
This  discrepancy  was  taken  up  with  Mr.  Carvalho,  the  United 
States  Manager  of  the  company,  and  he  advised  that  the  figures 
appearing  in  the  Annual  Statement  were  made  up  by  him  from 
rough  statements  prepared  for  him  before  the  Unearned  Premium 
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Reserve  Acoount  had  been  balancecL  As  explained  to  iis^  the 
error  was  a  clerical  one  and  was  made  in  the  rush  of  business 
incident  to  the  making  up  of  Annual  Statements  in  the  time 
prescribed  in  the  statutory  requirements.  It  would  appear,  how- 
ever, that  the  company  should  have  a  proper  check  upon  all  figures 
entering  into  their  sworn  statement  and  that  the  statement  should 
not  have  been  rendered  and  sworn  to  as  being  correct  until  this 
balance  had  been  obtained. 

The  company  paid  in  1913,  on  the  business  of  1912,  for  con- 
tingent commissions  $6,953.87  and  omitted  to  carry  a  liability 
therefor. 

A  statement  made  in  accordance  with  actual  conditions  re- 
garding these  items  would  have  reduced  the  surplus  reported  by 
about  $40,000. 

Remittances  to  and  from  Home  Office 

The  following  schedule  shows  all  moneys  received  from  or 
remitted  to  the  Home  Office  of  the  company  by  its  United  States 
Branch  from  a  time  prior  to  its  admission  on  June  8,  1911  to 
September  30,  1913: 

Received  from       Remitted  to 
Year  Home  Office,        Home  Office, 

1911 $579,657  53        $10,671  37 

1912 

1913  to  September  30 100  00  7,507  52 

Totals $679,757  53        $18,178  89 


FIKST  NATIONAL  FIKE  INSURANCE  COMPANY  OF 

THE  UNITED  STATES 

Washington,  D.  C. 

Examined  to  ascertain  condition  September  30,  1913, 
Report  dated  January  27,  1914. 
Examiner:  John  E.  Watson, 

Organization  and  Incorporation 

The  company  was  incorporated  July  9,  1912,  under  the  pro- 
visions of  sub-chapter  18  of  the  Code  of  Laws  of  the  District  of 
Columbia. 
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Prior  to  incorporation  its  affairs  were  managed  by  an  organiza- 
tion committee  which  held  its  first  meeting  January  5,  1912,  and 
which  acted  through  an  executive  committee  of  three  members. 

Purposes. —  The  purpose  of  the  company  was  the  transaction 
of  a  general  fire,  inland  marine,  tornado  and  automobile  insurance. 

Cn^pitol. —  The  original  capital  of  the  company  was  placed  at 
$250,000,  divided  into  50,000  shares  of  a  par  value  of  $5.00  each. 
At  a  meeting  of  stockholders  held  December  13,  1912,  the  author- 
ized captal  was  increased  to  $1,000,000  to  consist  of  200,000 
shares  of  a  par  value  of  $5.00  each.  Capital  stock  was  to  be  sold 
at  a  premium  of  100  per  cent,  which  was  intended  to  provide  a 
surplus  equal  to  the  capital,  less  organization  expense  only.  The 
records  of  the  company  show  that  at  date  of  this  examination  stock 
was  sold  in  the  following  amount,  viz. : 

Paid  for  in  full $695,865  00 

Paid  for  in  part 93,050  00 


Total $788,915  00 


More  particular  data  in  connection  with  the  sale  of  the  com- 
pany's capital  stock  appears  further  on  in  this  report. 

Financial  Statement 

The  following  is  a  statement  showing  the  income  and  disburse- 
ments of  the  company  for  the  twenty-one  months  period  from 
organization  in  January,  1912,  to  September  30,  1913,  together 
with  the  assets  and  liabilities  as  of  September  30,  1913. 

Income 

Gross  premiums   $438, 378  05 

Less  reinsurance    $27 ,  179  12 

Less  return  premiums 74,626  45 

101,805  67 

Total  premiums $330,672  48 

Interest  on  mortgage  loans $8,883  15 

Interest   on  bonds 4,719  70 

Interest  on  deposits  in  trust  companies   and 

banks 2,647  13 

Miscellaneous  interest 109  93 

Rents  from  company's  property 66,284  79 

Total  gross  interest  and  rents 72,644  70 
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From  other  sources: 

Subscriptions  to  capital  stock,  full  paid $695,865  00 

Subscriptions  to  capital  stock,  part  paid 03,050  00 

Contributions  to  surplus  by  stockholders 788,915  00 

Contributions  to  surplus  from  forfeitures  and 

cancellations  of  stock  subscriptions 18,460  50 

Commission  on  loans 22  50 

Profits  from  assets  of  Southern  Building  Cor- 
poration    1,285  37 

From  agents'  balances  previously  charged  off 
(Cancellation  of  contract  of  Tuttle,  Wight- 
man  &  Dudley)   

Commission  on  investments 

Exchange  

Increased  valuation,  real  estate 

Industrial  department    ', 


1,721  15 

655  00 

3  90 

210,940  75 

337  34 

$1,811,156  51 


Total  income  $2,220,373  6ft 


Disbursements 

Gross  losses  paid $45,641  25 

Less  reinsurance  received 9,253  61 


Net  amount  paid  policyholders  for  losses $36 ,  387  64 

Expenses  of  adjustment 1 ,555  87 

Commissions 115 ,783  62 

Miscellaneous  agency  expense 1 ,448  57 

Salaries  S/A   3,346  09 

Salaries,  officers  and  office  employees 41 ,753  09 

Rents 3,103  32 

Advertising  and  printing 10 ,  850  51 

Postage •.  2,030  91 

Legal  expenses   2,281  93 

Office  furniture  and  fixtures 3,599  02 

Maps,  including  corrections 2, 192  20 

Tariff  associations,  etc 353  44 

Fire  department  and  salvage  corps 373  49^ 

Inspection  and  surveys 54  2& 

Repairs  and  expenses  (other  than  taxes)  on  real  estate 11,210  44 

Taxes  on  real  estate 4,367  99 

State  taxes  on  premiums 460  29 

Insurance  department  licenses  and  fees 5,613  25 

All  other  licenses,  fees  and  taxes 28  OO 

Commission  on  gale  of  capital  stock $136,681  76 

Expenses  on  sale  of  capital  stock 136,8561  47 

Expenses  of  Congressional  investigation 39,086  50 

Organization  expense    2 ,  500  00 

Richmond  Realty  Company 2,500  00 

Southern  Building  minority  stockholders 1,014  38 

Traveling   expenses    1,422  31 
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Notary  and  recording  fees   $411  40 

Newspapers  and  publications 122  71 

Miscellaneous  home  office  expenses 2,942  69 

Industrial  lapsed  credits 243  58 

Discounts  on  payments  of  capital  stock 5d0  35 

Interest   on  mortgage 23 ,  568  47 


$347,910  62 


Total   disbursements    $594, 704  69 


Balance $1,625,669  10 


Ledger  Assets 

Real    estate $350,000  00 

Mortgage  loans  on  real  estate  (first  liens) 203,650  00 

Loan    secured   by   pledge   of   bonds,   stocks   or 

other  collateral   6, 103  00 

Book  value  of  sundry  bonds 464,361  25 

Book  value  of  Southern  Building  Corporation 

bonds ; 265,620  00 

Gash  in  company's  office $50  00 

Deposits  in  trust  companies  and 

banks  on  interest 177,218  04 

177,268  04 


Agents'  balances  representing  business  written 

subsequent  to  July  1,  1913 60,555  81 

Agents'  balances  representing  business  written 

prior  to  July  1,  1913 27,631  75 

Cash  in  hands  of  renting  agent 10,744  38 

Kents  due  and  uncollected 5 ,437  71 

Balance  due  from  Commercial  Fire  Insurance 

Company 47,616  10 

Due  from  Industrial  Department 337  07 

Checks  in  suspense 250  00 

Deposit  with  underwriters  boards 100  00 

Reinsurance  receivable    5 ,  992  43 

National  Commercial  Underwriters  Agency ....  156 


Total  ledger  assets $1,625,669  10 

Non-Ledger  Assets 

Interest  due  and  accrued  on  mortgages $2 ,460  46 

Interest  due  and  accrued  on  sundry  bonds 5 ,  802  07 

Interest  due  and  accrued  on  Southern  Building 

Corporation   7,775  00 

Interest  due  and  accrued  on  collateral  loan. ...  61  03 

Interest  due  on  bank  balances 360  42 

Salaries  advanced 2,061  26 


Totel 18,520  24 


Gross    Assets    $1,644,189  34 
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Deduct  Assets  Not  Admitted 

Rents  three  months  overdue 

Checks  in  suspense 

Agents'  balances,  representing  business  written 

prior  to  July  1,  1913 

Salaries  advanced 

Book  value  of  bonds  over  market  value 

Balance  due  from  Commercial  Fire  Insurance 

Company  over  three  months 


$608  31 
250  00 

27,631  75 

2,061  26 

10,841  25 

47,616  10 


$89,008  67 


Total    admitted    assets $1,555,180  67 


Liahilities 

Net  amount  of  unpaid  losses  and  claims 

Unearned  premiums,  one  year  risks 

Unearned  premiums,   term  risks 


$94,842  41 


$113,376  00 
66,302  00 


Total  unearned  premiums 

Expense  due  on  adjustment  of  losses 

Interest  accrued  on  mortgages 

Expenses,  bills,  accounts,  fees,  etc.,  due  or  accrued 

Estimated  amount  hereafter  payable  for  federal,  state  and  other 
taxes  based  upon  the  business  of  the  year  of  this  statement. 

Contingent  conmiissions  or  other  charges  due  or  accrued 

Accrued  taxes  on  Southern  Building 

Amount  due  Southern  Building  suit 

Due  industrial  department 

Agents'   credit   balances 


179,678  00 

2,236  82 

13,479  16 

3,868  48 

5,145  07 
838  52 

1,625  56 

3,760  00 
337  34 

2,032  78 


Total  amount  of  all  liabilities  except  capital 

Capital    part    paid $93,050  00 

Capital  actually  paid  up  in  cash     695,865  00 


$306,834  14 


Surplus  over  all  liabilities 


$788,915  00 
459,431  63 


Surplus   as   regards  policyholders 1 ,248,346  53 


Total   liabilities    $1,555,180  67 


Assets 

Real  estate. —  In  submitting  the  foregoing  statement  it  is  nec- 
essary to  give  consideration  to  the  inter-relations  of  this  company 
with  the  Commercial  Fire  Insurance  Company  of  Washington, 
D.  C.  Both  corporations  are  under  one  management,  occupying 
the  same  offices  and  employing  the  same  staff  of  clerks.  Their 
affairs  are  closely  interwoven  in  many  respects,  that  of  most  im- 
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portance  being  the  joint  ownership  of  a  parcel  of  real  estate  known 
as  the  Southern  Building,  a  nine-story  brick  and  terra  cotta 
structure,  with  the  land  on  which  it  stands,  located  at  the  comer 
of  Fifteenth  and  "  H  "  streets,-  N.  W.,  Washington,  D.  C.  The 
property  is  covered  by  a  first  mortgage  of  $800,000  at  five 
per  cent  held  by  the  Equitable  Life  Assurance  Society,  and  in 
addition  thereto  second  and  third  mortgage  bonds  are  outstanding 
amounting  to  $500,000.  These  bonds  mature  in  the  year  1915, 
and  of  the  thirds  the  company  owns  $265,620.  Provision,  of 
course,  will  have  to  be  made  for  the  payment  of  the  boiuds  on 
maturity  and  a  situation  may  develop  which  will  necessitate  in- 
creased investment  in  this  real  estate  holding. 

This  property  was  purchased  from  the  Southern  Building  Cor- 
poration by  the  First  National  and  the  Commercial  Fire  Insurance 
companies  jointly.  The  Southern  Building  Corporation  invested 
in  the  buildiifg  and  land  the  sum  of  $1,400,000,  represented  by 
outstanding  mortgage  obligations,  subsequently  increasing  the 
book  value  of  the  property  to  $2,000,000.  This  increase,  amount- 
ing to  $600,000,  was  capitalized  and  stock  in  said  amount  was 
issued  therefor.  The  fire  insurance  companies  purchased  the 
stock  of  the  Southern  Building  Corporation  for  $150,000,  at  the 
same  time  redeeming  mortgage  bonds  to  the  amount  of  $100,000, 
each  of  the  companies  contributing  one-half  of  the  necessary  funds. 
The  Southern  Building  Corporation  then  deeded  the  real  estate  to 
the  fire  insurance  companies,  the  corporate  existence  of  the  build- 
ing corporation  being  subsequently  terminated.  This  joint  in- 
vestment by  the  insurance  companies  was  followed  by  an  increase 
in  the  book  value  of  the  property  to  $2,000,000.  After  deducting 
the  mortgage  indebtedness  amounting  to  $1,300,000,  a  joint  equity 
of  $700,000  remained,  or  $350,000  for  each  company. 

Following  is  a  copy  of  a  certificate  regarding  the  valuation  of 
the  above  property  on  which  the  book  value  was  based : 

To  the  Superintendent  of  Insurance,  District  of  Columbia: 

Sib. —  Pursuant  to  appointment,  we  have  examined  the  real  estate  of  the 
Southern  Building  Corporation,  known  as  three  parts  of  lot  44,  and  buildings 
in  square  220,  and  to  the  best  of  our  knowledge  and  belief,  the  present  cash 
value  of  such  property  judging  from  its  revenue  producing  capacity,  its  loca- 
tion in  the  heart  of  Washington's  Wall  Street  or  financial  center  and  its  very 
promising  outlook  for  the  future  is  Two  million  dollars   ($2,000,000). 
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The  building  is  a  first  clasB,  fireproof,  steel  and  brick  construetioo,  and  the 
ground  la  increasing  in  value. 

KespectfuUj  submitted, 

(Signed)  H.  H.  DARNIELLE, 

(Signed) '  ALEXANDER  T.  HENSEY, 

(Signed)  WILLIAM  P.  LIPSCOMB. 

It  is  stated  in  the  above  certificate  that  the  basis  for  the  valua- 
tion of  $2,000,000  is: 

(a)  "The  revenue  producing  capacity." 

(b)  "Location." 

(c)  "Promising  outlook." 

I  have  not  undertaken  to  ascertain  the  value  of  the  real  estate 
as  affected  by  its  location  or  by  its  prospective  possibilities,  but 
on  the  single  basis  of  its  "  revenue  producing  capacity,"  the  fol- 
lowing facts  are  pertinent,  viz. : 

First:     The  property  is  rented  to  about  90  per  cent,  of  the  full  rental  space. 

Second:  Judging  from  the  gross  rental  receipts  less  maintenance  charges, 
the  net  annual  income  return  is  4.169  per  cent. 

Third:  .The  net  annual  income  return  on  the  company's  equity  in  the 
property  after  deducting  cost  of  carrying  the  bond  and  mortgage  indebted* 
ness  is  1.91  per  cent,  and  the  net  income  on  the  company's  investment  in  the 
property  after  making  the  same  deductions  is  4.46  per  cent. 

While  the  return  on  the  equity  is  less  than  2  per  cent,  the 
income  on  the  $2,000,000  valuation  is  upwards  of  4  per  cent, 
and  the  retirement  of  the  mortgages  will  increase  the  company'a 
earnings  on  its  equity.  At  the  same  time  the  policy  of  a  real 
estate  investment  netting  less  than  2  per  cent,  and  which  is  in- 
volved by  reason  of  joint  ownership  and  mortgage  liens,  may  be 
open  to  question. 

The  valuation  of  this  property  in  the  early  part  of  the  year 
1913,  received  the  attention  of  a  Congressional  Investigating  Com- 
mittee. The  members  of  this  committee  were  not  in  egreefment 
as  to  the  value  of  the  property,  a  majority  report  placing  the 
value  at  $1,058,720,  and  a  minority  report  confirming  the 
value  of  $2,000,000  as  previously  fixed  by  appraisers  of  the 
Insurance  Department  of  Washington,  D.  C, 

For  the  purposes  of  this  report  I  have  used  the  valuation  of 
$2,000,000,  basing  such  action  upon  the  net  income  received 
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from  the  property  and  because  of  the  testimony  adduced  at  a 
hearing  before  you,  such  testimony  supporting  the  claims  of  the 
company  to  the  valuation  of  $2,000,000. 

Collateral  Loans 

Among  the  assets  appears  a  loan  of  $6,103,  secured  by  collateral, 
in  which  loan  the  president  of  the  company  is  interested.  Loans 
of  this  character  are  prohibited  by  section  36  of  the  New  York 
Insurance  Law,  furthermore  the  collateral  security  was  not  in- 
dorsed until  after  the  company's  attention  had  been  called  thereto. 
The  item  has  been  allowed  as  an  asset  with  the  understanding  with 
the  company  that  steps  will  be  taken  to  have  the  loan  retired. 

Cash  in  Hands  of  Beniing  Agent 

The  management  of  the  real  estate  is  vested  in  a  building  com- 
mittee consisting  of  the  presidents  of  the  First  National  and  the 
Commercial.  This  committee  has  appointed  Mr.  W.  Thysson 
as  building  manager  to  have  the  care  of  building  and  collection 
of  rents. 

The  building  manager  collects  all  rents,  deposits  the  funds  in 
a  special  account,  and  disburses  all  moneys  due  for  the  main- 
tenance of  the  building,  including  interest  and  taxes. 

Checks  are  signed  by  the  president  of  either  company,  counter- 
signed by  the  building  manager. 

At  the  date  of  this  examination,  the  amount  appearing  on  the 
books  of  the  company  as  due  from  the  building  manager  was 
$15,522.81^  representing  cash  in  bank  $10,744.38,  rents  collected 
$5,437.71,  less  unpaid  bills  $659.28. 

Similar  amounts  being  the  property  of  the  Commercial  Fire 
Insurance  Company  were  also  in  the  hands  of  the  building 
manager. 

The  manager  is  bonded  in  the  total  sum  of  $10,000,  the  bond 
running  to  both  companies  so  that  the  First  National  was  pro- 
tected to  the  extent  of  $5,000,  against  a  passible  loss  of  $10,744.38. 

The  examiner  has  allowed  these  items  as  assets,  as  it  was  found 
that  the  building  manager  had  used  all  the  available  cash  in  pay- 
ment of  interest  on  building  mortgages  on  October  1st. 
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The  rents  due  more  than  three  months  have  been  deducted  as 
assets  not  admitted. 

Salaries  Paid  in  Advance. —  The  examiner  found  that. the 
president  of  the  company  had  drawn  $2,061.26  as  advances  on 
future  salary,  and  same  had  been  charged  on  the  books  to  the 
salary  account.  This  item  has  been  set  up  as  a  non-ledger  asset 
and  deducted  as  an  asset  not  admitted. 

Liabilities 

Unpaid  Losses 

The  outstanding  loss  account  was  found  from  the  company^s 
records  to  be  the  sum  of  $94^842.41.  The  loss  book  does  not  con- 
tain sufficient  details  for  a  complete  examination  of  this  account 
without  recourse  to  other  records;  for  instance,  said  book  omits 
the  date  on  which  the  fire  occurred.  This  information  is  essential 
and  no  record  is  complete  without  the  same.  The  company  failed 
to  enter  a  claim  for  $2,500,  the  loss  occurring  under  a  binder 
agreement,  no  policy  contract  having  been  issued.  While  the 
company  has  denied  liability  in  this  case,  in  all  probability  a  suit 
will  follow  and  until  it  is  finally  disposed  of  a  reserve  for  the 
full  amount  of  such  claim  should  be  provided  for. 

Underwriters'  Contracts 

From  the  date  of  incorporation  until  March  27,  1913,  the 
underwriting  of  the  company  was  conducted  through  a  contract 
with  the  corporation  of  Tuttle,  Wightman  &  Dudley.  On  such 
date  the  underwriting  contract  was  surrendered  and  a  new  one 
was  executed  with  Messrs.  F.  S.  Dudley  and  S.  J.  Johnson,  the 
terms  of  which  were : 

1.  Messrs.  Dudley  &  Johnson  were  to  have  full  charge  of  the  underwriting 
of  the  company  for  a  period  of  eight  years. 

2.  F.  S.  Dudley  was  to  receive  a  compensation  of  $5,000  per  annum  as  first 
vice-president  of  the  company  in  charge  of  its  underwriting. 

3.  S.  J.  Johnson  was  to  receive  a  compensation  of  $5,000  per  annum  as 
secretary  of  the  company. 

4.  F.  S.  Dudley  was  to  receive  an  overwriting  commission  of  2  per  cent,  on 
all  net  premiums  and  a  contingent  percentage  on  the  profits  amounting  to 
2Y^  per  cent,  for  1913,  5  per  cent,  for  1914,  1^  per  cent,  for  1915,  and  10  per 
cent,  for  every  year  thereafter. 
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5.  S.  J.  Johnson  was  not  to  share  in  the  orerwriting  commission  or  con- 
tingent profit  but  was  to  be  fully  compensated  by  his  salary  as  secretary  of 
the  company. 

6.  In  case  of  friction  between  the  underwriters  F.  S.  Dudley  was  to  have 
the  privilege  of  associating  himself  with  some  imderwriter  in  lieu  of  S.  J. 
Johnson. 

7.  In  consideration  of  Richard  Wightman  agreeing  to  the  cancellation  of 
the  underwriting  contract  of  Tuttle,  Wightman  &  Dudley,  Inc.,  the  company 
agreed  to  place  said  Richard  Wightman  in  charge  of  the  company's  adver- 
tising at  a  salary  of  $3,500  per  annum. 

On  August  13,  1913,  F.  S.  Dudley  and  S.  J.  Johnson  offered 
to  surrender  their  underwriting  contract  on  condition  that  9, 
similar  contract  should  be  entered  into  between  the  company  and 
K.  J.  Tuttle.  This  was  done  with  the  exception  that  F.  S.  Dudley 
still  receives  the  compensation  of  $5,000  per  annum  as  first  vice- 
president  and  E.  J.  Tuttle  receives  only  the  over-writing  com- 
missions and  will  be  entitled  to  the  contingent  profits  when  same 
shall  have  been  earned.  The  new  contract  was  made  for  a  period 
of  five  years. 

Results  of  Underwriting  Contract 

The  results  of  these  imderwriting  contracts  have  not  been  favor- 
able to  the  company.  The  expenses  have  equalled  61.8  and  the 
losses  39.8  per  cent,  of  the  net  premium  income,  and  the  com- 
pany still  has  its  liability  for  unearned  premiums.  The  company 
has  agreed  that  the  underwriting  contract  will  be  surrendered 
and  a  new  contract  made  which  shall  first  be  submitted  to  the 
Superintendent  of  Insurance  of  this  State  for  approval. 

Sale  of  Capital  Stock 

On  February  2,  1912,  the  organization  committee  executed  a 
contract  with  the  corporation  of  Tuttle,  Wightman  &  Dudley  for 
the  sale  of  the  capital  stock  of  the  company.  This  contract  was 
succeeded  by  a  similar  one  with  the  company  on  completion  of 
its  incorporation  in  July,  1912.  This  contract  provided  for  a 
commission  of  7^/^  per  cent,  and  an  expense  allowance  not  to 
exceed  12%  per  cent,  on  the  amount  of  capital  and  surplus  sub- 
scribed. The  contract  was  surrendered  on  March  27,  1913,  and 
a  new  contract  executed  with  Eichard  Wightman  on  the  same 
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terms.    The  corporation  of  Tuttle,  Wightman  &  Dudley  has  since 
been  dissolved. 

Subscriptions  to  the  original  capital  of  $250,000,  and  surplus 
of  a  like  amount,  were  obtained  in  the  year  1912  through  a  mail 
order  campaign,  and  subscriptions  to  the  increased  capital  and 
surplus  were  obtained  mainly  from  subscribers  to  the  original 
capitaL 

Commercial  Fire  Insurance  Company  Reinsurance 

On  or  about  April,  1913,  a  large  part  of  the  unearned  premium 
liability  of  the  Commercial  Fire  Insurance  Company,  amounting 
to  $121,604.68,  was  reinsured  in  the  First  National  Fire  Insur- 
ance Company,  the  commission  paid  being  37l^  per  cent,  or  a 
cost  of  $45,601.86.  The  reinsurance  was  made  to  date  from 
March  1,  1913,  and  it  was  found  that  losses  occurring  during 
March  were  paid  by  the  Commercial  although  this  company  was 
charged  premiums  from  March  1st.  It  is  difficult  to  understand 
on  what  theory  the  Commercial  was  obliged  to  settle  the  March 
losses  after  it  had  paid  a  premium  to  be  relieved  of  such  liability. 
Apparently  there  exists  a  valid  claim  against  the  First  National 
on  such  account^  but  inasmuch  as  the  balance  due  at  date  of  this 
report  has  been  disallowed  as  an  asset,  no  separate  charge  has 
been  set  up  for  March  loss  payments. 

A  dual  object  was  attained  by  this  reinsurance  —  that  is, 
premium  income  was  provided  for  the  First  National  and  the 
Commercial  was  relieved  of  its  liability. 

Immediately  after  the  reinsurance  was  effected  a  portion 
amounting  to  $10,343.44  was  reinsured  by  the  First  National  in 
the  Globe  &  Eutgers  Fire  Insurance  Company,  on  which  a  com- 
mission of  15  per  cent,  was  received. 

The  net  result  of  the  transactions  was  the  assumption  of 
premiums  amounting  to  $111,261.24,  on  which  the  commission 
was  $44,050.35  equal  to  39.5  per  cent. 

Congressional  Investigation 

In  the  early  part  of  1913  a  Congressional  Committee  in  the 
course  of  an  investigation  into  the  affairs  of  the  Commercial  Fire 
Insurance  Company  and  the  corporation  of  Tuttle,  Wightman  & 
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Dudley  refviewed  the  methods  and  details  of  the  organization  of 
the  First  National  Fire  Insurance  Company.  The  investigation 
was  made  with  particular  reference  to  the  acquirement  and  value 
of  the  Southern  Building.  The  findings  of  the  committee  cover- 
ing the  value  of  the  property  are  set  forth  above. 

The  cost  of  this  investigation  to  the  company  was  $49,932.19, 
which  the  directors  of  the  two  companies  decided  to  apportion  be- 
tween the  companies  on  the  basis  of  assets.  The  result  of  said 
apportionment  was  that  the  First  National  paid  $39,086.50  and 
the  Commercial  $10,845.69.  It  would  appear  that  in  view  of 
the  small  amount  of  time  spent  by  the  committee  on  the  affairs  of 
the  First  National  that  the  latter  company  bore  an  excessive 
amount  of  these  expenses. 

Bonds  Loaned 

At  the  date  of  this  examination  it  was  found  that  the  First 
National  Fire  Insurance  Company  had  loaned  to  the  District 
National  Bank  of  Washington  certain  of  its  securities,  as  follows : 
United  States  consols  2  per  cent,  bonds  to  the  amount  of  $57,000. 

The  bank  had  deposited  these  bonds  with  the  United  States 
Government  as  security  for  government  deposits.  The  only  se- 
curity of  the  insurance  company  being  its  receipt  of  the  bank. 

In  connection  with  this  transaction  I  wish  to  call  attention  to 
the  fact  that  in  the  event  of  a  loss  occurring  in  the  bank  the  insur- 
ance company  would  have  difficulty  in  recovering  the  value  of 
the  bonds  inasmuch  .as  the  amount  of  said  bonds  is  not  credited 
to  the  insurance  company  on  the  books  of  the  bank.  Interest  on 
these  bonds  was  paid  at  the  rate  of  1  per  cent,  and  before  the 
close  of  this  examination  the  bonds  were  returned  to  the  company 
by  the  bank. 

This  Department  has  expressed  itself  as  being  opposed  to  the 
practice  of  insurance  companies  loaning  bonds  to  national  banks. 

ConcliLsion 

The  findings  of  your  examiner  in  regard  to  the  most  important 
features  of  this  examination  which  would  seem  to  merit  your  at- 
tention are  as  follows : 

1.  The  authorized  capital  of  the  company  is  $1,000,000,  of 
which  sum  $788,915  has  been  paid  in  together  with  a  surplus  in 
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a  like  amount,  the  aggregate  payments  totaling  $1,577,830.  Of 
this  amount  the  olrganizers  have  received  aa  commissions  $136,- 
681.76,  and  have  disbursed  for  expenses  the  sum  of  $136,856.47. 

2.  The  net  premium  income  of  the  company  during  its  nine 
months  active  operation  was  $336,572.48.  The  losses  incurred 
amounted  to  the  sum  of  $134,022.74.  The  company  still  owes  to 
policyholders  unearned  premiums  amounting  to  approximately 
$180,000.  It  is  true  that  these  results  are  to  some  extent  due  to 
the  reinsurance  of  the  Commercial  Fire  Insurance  Company,  but 
the  acquirement  of  the  risks  of  this  company  can  in  no  wise  serve 
as  an  excuse  but  rather  becomes  a  criticism  against  the  manage- 
ment 

3.  The  expense  ratio  is  likewise  to  be  commented  upon.  Dis- 
bursements have  been  made  for  salaries,  -commissions,  etc.,  not 
commensurate  with  the  results  obtained. 

4.  The  following  figures  will  serve  to  show  the  results  oljtained 
during  the  short  period  of  this  company's  existence : 

Surplus  paid  in  by  stockholders $807, 375  50 

Increase  in  book  value  of  real  estate 210, 040  75 

Total $1,018,316  25 

•Surplus  at  date  of  this  examination 459, 601  53 

$558,624  72 
Assumed  value  of  not  admitted  assets 60, 000  00 

Net  loss   $498,624  72 


This  net  loss  of  $498,624.72  may  fairly  be  reduced  to  some 
little  extent  by  considering  the  value  of  the  commission  equity  in 
the  unearned  premium  reserve  and  the  company's  plant.  In  this 
net  loss  is  included  promotion  expense  of  $273,638.23  and  ex- 
pense of  Congressional  investigation  $39,086.50. 

STIPULATION 

By  the  First  National  Fire  Insurance  Company  of  the  United 

States,  of  Washington,  D.  C. 

In  view  of  the  report  on  examination  of  the  First  National 
Fire  Insurance  Company  of  the  United  States,  of  Washington, 
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D.  C,  made  by  an  examiner  of  the  Insurance  Department  of  the 
State  of  New  York  under  date  of  January  27,  1014,  it  is  hereby 
stipulated  and  agreed  on  behalf  of  the  said  company,  in  accordance 
with  the  requirement  of  the  New  York  State  Insurance  Depart- 
ment, as  follows : 

1.  That  expense  in  the  company's  management  shall  be  reduced 
wherever  possible. 

2.  That  a  plan  shall  be  formulated  and  carried  into  effect 
whereby  the  general  stockholders  of  the  company  shall  have  rep- 
resentation on  the  board  of  directors. 

3.  That  the  practice  of  having  the  same  individuals  act  on  the 
finance  committees  of  both  the  First  National  and  the  Commercial 
be  discontinued. 

4.  That  compensation  to  officers  and  directors  for  services  shall 
be  restricted  to  salaries  and  the  usual  directors'  fees,  and  to  such 
commissions  as  may  be  paid  under  the  underwriting  contract  and 
existing  stock  sales  contracts. 

5.  That  a  complete  record  of  fire  losses  shall  be  kept  so  that 
an  examination  of  same  may  permit  an  accurate  establishment  of 
the  company's  liability  on  such  account. 

6.  That  no  loan  shall  be  made  in  the  future  to  officers  or  di- 
rectors, either  directly  or  indirectly. 

7.  That  none  of  the  company's  securities  shall  be  loaned  to 
banking  institutions  or  to  individuals. 

6.  That  the  company's  share  of  the  income  from  the  Southern 
Building  is  to  be  promptly  turned  over  to  it. 

9.  That  on  completion  of  the  payment  of  the  company's  capital 
of  $1,000,000,  due  notification  thereof  shall  be  given  to  the  New 
York  State  Insurance  Department,  with  a  verified,  detailed  state- 
ment of  the  receipts  and  disbursements  covering  the  entire  capital 
and  surplus  paid  in. 

10.  That  the  company  will  advise  the  New  York  State  In- 
surance Department  fully  in  respect  to  its  plans  for  financing  the 
mortgage  obligations  maturing  in  1915. 

11.  That  no  reinsurance  contract  covering  all  of  the  risks  of 
the  Commercial  Fire  Insurance  Company  or  a  substantial  part 
thereof  shall  be  entered  into  between  said  company  and  the  First 
Kational  Fire  Insurance  Company,  and  that  any  re-insurance 
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of  the  business  of  the  Commercial  by  the  First  National  shall  be 
limited  to  individual  risks  in  the  usual  course  of  business. 

12.  That  the  underwriting  contract  with  Robert  R.  Tuttle  shall 
be  surrendered,  and  that  any  contract  entered  into  in  substitution 
thereof  shall  provide  as  compensation  only  a  stated  salary,  and 
contingent  commission  on  net  profits,  and  shall  not  be  adopted 
until  the  same  has  received  the  approval  of  the  New  York  State 
Insurance  Department 

In  Witness  Whereof  the  said  corporation  has  caused  this  in- 
strument to  be  executed  and  its  corporate  seal  aflSxed  this  12th 
day  of  March,  1914. 

ROBERT  J.  WYNNE, 

Presideni. 
E.  S.  DUDLEY, 

Vice-President. 
[seal]  ROBERT  R.  TUTTLE, 

Second  Vice-President. 
JOHN  MoKEE, 

Assistant  Secretary. 
Witness : 

Henby  E.  Wilkens. 

Resolved,  That  the  twelve  stipulations  of  the  New  York  Insur- 
ance Department,  except  paragraphs  3  and  12,  be  immediately 
complied  with  and  that  paragraphs  3  and  12  be  complied  with  on 
or  before  June  30,  1914;  that  the  oflScers  of  the  company  be  di- 
rected to  execute  this  paper  in  accordance  with  instructions  of 
the  New  York  Insurance  Department,  the  Assistant  Secretary  to 
sign  in  place  of  the  Secretary ;  and  that  a  copy  of  this  resolution  be 
attached  to  and  made  a  part  of  the  stipulation  of  the  New  York 
Insurance  Department 

ROBERT  J.  WYNNE, 

President. 
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FIRST   RUSSIAN   INSURANCE    COMPANY  —  UNITED 

STATES  BRANCH 

St.  Petbbsbueq,  Russia 

Examined  to  ascertain  condition,  December  31,  1913. 
Report  dated  April  24,  1914. 
Examiner:  Charles  H.  Gardner. 

Assets 

Book  value  of  bonds $1 ,  325, 401  60 

Gash  in  bank 46,  493  28 

Premiums  due  —  net  balance  of  account 24, 155  42 

Total  ledger  assets $1 ,  396,  050  30 

Non-Ledger  Assets 
Accrued  interest  on  bonds 10» 789  17 

Gross  assets $1,  406,839  47 

Dediiot  Assets  Not  Admitted 
Book  value  of  bonds  over  market  value 51 ,  101  60 

Admitted  assets $1,356,  737  87 

Liabilities 

Unpaid  losses $111. 156  69 

Adjustment  expenses 652  '60 

Unearned  premiums  —  one  year  risks $409, 426  54 

Unearned  premiums  —  term  risks 422, 589  24 

Total  unearned  premiums 832, 015  78 

Tax  on  premiums  estimated 17,  696  66 

Contingent  /sommissions  10, 898  27 

Total  amount  of  all  liabilities $972,419  00 

Deposit  capital  $200, 000  00 

Surplus 183, 318  87 

Surplus  to  policyholders 383, 318  87 


Totol  liabilities $1,355,737  87 

14 
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Capital  Statement 

The  financial  condition  of  the  United!  States  branch  of  the 
company  on  a  capital  statement  basis  on  December  31,  1913,  as 
ascertained  by  this  examination,  was  as  follows: 

Assets 
Securities  deposited  in  Insuraticc 

Departments  Par  value       Market  value 

State  of  New  York: 
City   of   New   York    Corp.    Stock 

48  1&66   $223,000  00       $211,850  00 

State,  of  Ohio: 
U.  S.  Government  reg.  48  1925 100, 000  00         112, 000  00 


Total  par  and  market  value $323, 000  00      $323, 850  00 


$323,850  00 


Securities  held  by  the  United 
States   trustee 
New  York  City  Corporate  stock.   $986,000  00      $960,450  00 


Total  par  and  market  value $986,000  00       $950,450  00 


950,450  00 


Gross  assets  in  the  United  States $1,274,300  00 


Liabilities 

Total  unearned  premiums $832, 015  78 

Unpaid  losses 111.  155  6ft 

All  other  liabilities 29,247  53 


Total  liabilities  in  the  United  States $972,419  00 

Capital  under  section  27  of  the  Insurance  Law 301,881  00 


Total   (being  the  gross  assets  reported  above) $1,274,300  00 


The  company's  financial  statement  submitted  to  the  Depart- 
ment for  the  year  ending  December  31,  1913,  shows  ^a  surplus 
of  $186,643.43  above  the  deposit  capital  of  $200,000.  The  sev- 
eral asset  and  liability  items  comprising  said  statement  were 
carefully  checked,  and  found  to  be  approximately  correct  as  re- 
ported. In  the  report  of  this  examination  the  surplus  was  found 
to  be  $183,318.87  or  a  reduction  of  $2,224.66.  This  reduction  is 
accounted  for  by  an  increase  of  $3,398.27  in  the  amount  due  for 
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oontingent  commission  and  a  decrease  of  $1,173.71  in  the  out- 
standing loss  account  and  the  adjustment  expenses  in  connection 
therewith.  The  net  result  shows  a  balance  of  $2,2^24.56  or  a 
reduction  in  surplus  in  said  amount. 

Attached  to  this  report  is  a  schedule  of  the  securities  owned 
by  the  company  setting  forth  the  book,  par  and  market  value  of 
the  same. 


GENERAL    FIRE    ASSURANCE    COMPANY  —  TJNITED 

STATES  BRANCH 

Pabis,  France 

Examined  to  ascertain  condition,  December  31, 1913. 
Report  dated  May  21,  1914. 
Examiner:  Charles  H,  Gardner. 

Income  and  Disbursements  from  May  6,  I&IO,  to  Deoemher  31,  1913,  Inclusive 

Received    from    General    Fire    Assurance    Co., 
Paris,   France: 

Bonds   $500,700  00 

Cash    20,000  00 


$520,700  00 


Income 

Premiums    $2,097,026  25 

Less  return  pre- 
miums      $377,072  05 

Reinsurance  pre- 
miums      622,719  67         899,79172 

$1,197,233  53 

Interest  84,277  33 

Repayment  of  loan  by  Canadian  Department, 

General  Fire  Assurance  Co 10, 000  00 

Repayment  of  loan  by  Fred  S.  James  &  Co. . . .  20,000  00 

Received  from  home  office 2  99 

Miscellaneous    16  60 


Totel  income   1,311,529  45 


$1,832,229  45 
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Dighursements 

LosaeB $695,  486  40 

Deduct  reinsurance  $269, 510  83 

Salvage 6,363  42        275,  874  25 


$419,612  24 

Expenses  of  adjustment  and  settlement  of  losses  6,  652  21 

Commissions 362, 192  67 

Salaries  and  foes,  United  States  trustee 8, 740  68 

Advertising  $3,018.17;  printing  and  stationery 

$35.60 3,  063  67 

Legal  expense   56  73 

Underwriters'  boards  and  tariff  associations..  21,162  05 

Fire  department  and  fire  patrol  taxes,  etc 11 ,  129  14 

State  taxes  on  premiums,  etc 17.  412  28 

Licenses  and  fees 10, 194  38 

Coimty  and  municipal  taxes 4,231  63 

Remitted  to  home  office 46,  707  50 

Loan  to  Canadian  Department,  General   Fire 

Assurance  Company  10,  000  00 

Loan  to  Fred  S.  James  k  Co 20,000  00 

Miscellaneous  expense  213  51 


Total   disbursements    $941, 307  60 


Ledger  assets  December  31,  1913 $890, 861  76 


Assets 

Bonds,  book  value $679, 966  25 

Cash: 

Deposits  in  banks,  on  interest        $55, 000  00 
Deposits  in  banks,  not  on  in- 
terest         22,  699  38 


77,699  38 


Agents'    balances    representing 

business    written    within    90 

days $100.  864  26 

Agents'    balances    representing 

business  written  more  than  90 

davs 1.  068  23 


101,922  49 

Reinsurance  receivable  on  paid  losses 27 .  489  30 

Funds  in  suspense 3,  794  34 


Ledger  assets $890,861  76 

Non^Ledger  Assets 
Interest  due  and  accrued  on  bonds $9, 384  55 


Total 9,384  66 


Gross  assets  $900,246  31 
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Deduct  A8set8  Not  Admitted 
Agents'  balances  representing  business  written 

more  than  90  days $1,058  23 

Book  value,  of  ledger  assets  over  market  value : 

Bonds  . 21, 886  25 

Reinsurance     recoverable     from     non-admitted 

companies  on  paid  losses 1,  393  18 

Funds  in  suspense 3, 794  34 

$28,  132  00 

Total  admitted  assets $872, 114  31 

Liabilitiee 

Losses $05, 695  28 

Deduct  reinsurance 18, 607  39 

$47,087  89 

Unearned  premium  on  one  year  risks $171,733  14 

Unearned  premium  on  term  risks 170, 410  91 

Total  unearned  premiums 342, 144  05 

Eetunated  amount  payable  for  federal,  State  and  other  taxes. .  7,000  00 

Contingent  commissions,  due  or  accrued 6,  666  98 

Balance  of  account  under  reinsurance  treaties 3, 794  34 

Amount  due  for  reinsurances 32,  399  43 

ToUl  liabilities,  except  capital $439, 092  69 

Deposit  capital  $200,000  00 

Surplus 233,021  62 

Surplus  to  policyholders 433,  021  62 

Total  liabilities    $872, 114  31 

Capital  Statement 
The  financial  condition  of  the  United  States  branch  of  the 
company  on  a  capital  statement  basis  on  December  31,  1913,  as 
ascertained  by  this  examination  was  as  follows : 

Assets 
Securities  deposited  in  Insurance 
Departments. 
State  of  New  York:  Par  value      Market  value 

City  of  New  York  4s  195« $201,000  00       $192,  960  00 

City  of  New  York  4s  1967 10,000  00  9,  600  00 

State  of  Ohio: 
City  of  Cincinnati  reg.  3%   1925       74,000  00  71,780  00 

City  of  Cincinnati  reg.  3%   1936       31,  000  00  29.  450  00 

Total  par  and  market  value. .  $316,000  00       $303,  790  00 

$303,  790  00 
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Securities  held  by  the  United 
States   trustee. 
Various    municipal    and     R.     R. 
bonds $400,000  00       $364,280  00 

Total  par  and  market  value. .   $400,000  00       $3^4,280  00 

$354,280  00 

$658,070  00 

Liabilities 

Total  unearned  premiums $342, 144  05 

Unpaid  losses 47 ,087  89 

All  other  liabilities 26,676  69 

Total  liabilities  in  the  United  States $415, 908  63 

Capital  under  section  27  of  the  Insurance  Law 242, 161  37 

Total  (being  gross  assets  reported  above) $658, 070  00 


As  a  result  of  this  examination  the  surplus  of  the  company, 
in  accordance  with  the  requirements  of  the  Department  blank, 
was  found  to  be  the  sum  of  $233,021.62  above  the  deposit  capital 
of  $200,000.  On  a  capital  statement  basis,  in  accordance  with 
the  provisions  of  section  27  of  the  Insurance  Law,  the  surplus 
was  found  to  be  the  sum  of  $42,161.37  over  its  capital  deposit  of 
$200,000. 

The  General  Fire  Assurance  Company  of  Paris,  France,  was 
admitted  to  transact  the  business  of  fire  insurance  in  the  State 
of  New  York  through  its  United  States  branch  on  July  14,  1910. 
The  firm  of  Fred  S.  James  &  Company  of  New  York  and  Chicago, 
111.,  was  appointed  United  States  managers,  with  offices  h^cated 
at  123  William  street,  New  York  city.  The  Central  Trust  Com- 
pany of  New  York  was  appointed,  about  a  year  ago,  the  United 
States  trustee  of  the  company,  having  replaced  the  trustee  orig- 
inally designated  by  the  company  at  the  time  of  its  admission. 

The  United  States  managers  conduct  the  business  of  the  com- 
pany on  a  commission  basis.  The  larger  part  of  the  general 
agency  expenses  are  chargeable  against  Fred  S.  James  &  Com- 
pany, the  commission  paid  by  the  General  Fire  oifsetting  the 
same,  and  in  addition  providing  for  the  manager's  yearly  com- 
pensation. 
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The  securities  owned  by  the  company  amount  to  $716,000  par 
value,  and  the  market  value  on  December  31,  1913,  of  $658,070. 
The  company  has  on  deposit  with  the  Insurance  Department, 
State  of  New  York,  bonds  of  the  city  of  New  York  at  a  par  value 
of  $211,000,  and  with  the  Insurance  Department  of  the  State  of 
Ohio,  bonds  of  the  city  of  Cincinnati  of  a  par  value  of  $105,000. 
These  deposits  are  held  in  trust  for  the  protection  of  its  policy- 
holders in  the  United  States.  The  Central  Trust  Company  of 
New  York,  United  States  trustee,  hold  the  balance,  amounting  to 
$400,000.  par  value.  The  securities  in  possession  of  insurance 
departments  were  verified  from  certificates  showing  that  on  De- 
cember 31,  1913,  there  was  on  deposit  with  the  respective  depart- 
ments the  securities  as  indicated  above.  The  securities  held  by 
the  United  States  trustee  were  personally  examined  and  counted. 
Attached  to  this  report  is  a  schedule  showing  all  the  securities 
owned  by  the  company,  setting  forth  the  book,  par  and  market 
value  of  the  same. 


GERMAN  ALLIANCE  INSURANCE  COMPANY 

New  Yoek 

Examined  to  ascertain  condition,  DecewJber  31,  1914. 
Report  dated  April  13,  1914. 
Examiner:  Isaac  Fvld. 

Ledger  Aseeis 

Mortgage    loans  on  real  estate   (first  liens) $55,000  00 

Book  value  of  bonds  and  stocks 1 ,  769, 933  06 

Cash  in  office 300  00 

Cash  in  bank,  on  interest 33,052  69 

Agents'  balances,  representing  business  written  subsequent  to 

September  30,   1913 109,601  16 

Total  ledger  assets $1,967,786  80 

"Son-Ledger  Aeaeta 

Interest  accrued  on  mortgage  loans 812  50 

Interest  accrued  on   bonds 8, 334  00 

Oross  assets $1,976,933  30 
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Deduct  Assets  Not  Admitted 
Book  value  of  bonds  and  stocks  over  market  value $106,606  06 

Total  admitted  assets $1,  870,327  24 


Liabilities 

Net  amount  of  unpaid  losses $93,020  35 

Unearned  premiums: 

On  one  year  risks $214, 041  70 

On  term  risks 273, 625  35 

487,667  05 

Taxes  accrued   (estimated) -10, 000  00 

Total  liabilities  except  capital , $590,687  40 

Capital $400,  000  00 

Surplus   879, 639  84 

Surplus  to  policyholders - 1, 279,639  84 

Total  liabilities $1,  870,327  24 

Agents'  Balances 

The  item  of  agents'  balances  appearing  in  the  foregoing  finan- 
cial statement  represents  the  balance  of  account  between  this  com- 
pany and  the  Glermaii  American  Insurance  Company  of  New 
York. 

In  accordance  with  an  agreement  between  the  companies,  re- 
ferred to  later  in  this  report,  the  actual  balances  due  from  agents 
are  treated  as  the  balances  due  to  the  German  American  Insurance 
Company. 

All  other  items  appearing  in  the  financial  statement  were  veri- 
fied and  computed  in  the  usual  manner. 

History  of  Company 

The  German  Alliance  Insurance  Company  of  New  York  was 
organized  in  February,  1897,  as  a  stock  fire  insurance  corporation. 
The  charter,  which  expires  February  10,  1927,  was  amended  in 
May,  1913,  to  extend  the  powers  of  the  company,  to  make  in- 
surances upon  all  of  the  risks  enumerated  in  section  110  of  the 
Insurance  Law,  and  increasing  the  number  of  directors  from 
thirteen  to  fifteen. 

In  conjunction  with  the  German  American  Insurance  Com- 
pany of  New  York,  it  issues  a  joint  policy  under  the  title  of  the 


# 


Reports  on  Official  Examination  425 

Georman  AUiaace  InBurance  Aasociatioii,  and  except  in  the  states 
of  Xew  Mexico  and  Vermont,  the  company  is  authorized  and 
transacts  business  in  every  state  and  territory  in  the  United  States, 
Hawaiian  Islands  and  in  British  Columbia. 

All  business,  however,  is  in  accordance  with  the  hereinbefore 
mentioned  agreement^  assumed  by  the  German  American  Insur- 
ance Company  of  New  York,  and  the  net  aanual  premium  in- 
come of  over  $600,000  consists  entirely  of  reinsurance  premiums 
received  from  the  said  German  American  Insurance  Company. 

Dividends  to  Stockholders 

In  the  year  1909  a  semi-annual  dividend  of  6  per  cent  was 
declared  and  paid,  and  in  the  years  1910,  1911,  1912  ^^nd  1913 
semi-annual  dividends  of  7%  per  cent,  were  declared  and  paid. 

Capital  Stock 

An  examination  of  the  stock  ledger  and  stock  certificate  books 
showed  that  on  December  31,  1913,  there  were  outstanding  4,000 
shares  of  stock  of  the  total  par  value  of  $400,000. 

Capital  Investments 

As  set  forth  in  the  foregoing  part  of  this  report,  the  company, 
under  its  charter,  is  authorized  to  transact  the  business  of  fire 
and  ocean  marine  insurance  and  should  be  in  possession  of  in- 
vestments in  the  class  of  securities  required  by  section  16  of  the 
Insurance  Law  in  the  sum  of  $400,000.  On  date  of  this  exami- 
nation the  capital  securities  owned  by  the  company  were  as  fol- 
lows: 

Description  Par  value  Market  value 

Mortgage  loans $55,000  00  $55,  000  00 

United  States  reg.  bonds,  4%,  1925 130,  000  00  145,  600  00 

United  States  reg.  bonds,  2%,  1930 10,  000  00  9,800  00 

City  of  New  York  reg.  bonds,  3%%,  1928 75,  000  00  68, 250  00 


$270,000  00       $278,650  00 


Your  attention  is  called  to  the  fact  that  there  exists  a  deficiency 
of  $121,350  in  the  capital  investments,  valued  according  to  the 
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provisions  of  said  section  16.  The  matter  of  this  deficiency  has 
been  the  subject  of  correspondence  betwe^  the  company  and  the 
Department 

It  is  pertinent  to  state  that  to  date  of  this  examination  the 
company  has  not  transacted  any  ocean  marine  insurance  business. 

Reinsurance  Agreement 

Under  an  agreement  between  this  company  and  the  German 
American  Insurance  Company  of  New  York,  which  became  effect- 
ive January  1,  1907  (a  copy  of  which  is  part  of  the  report  on 
examination  of  this  company  under  date  of  March  1,  1909),  the 
entire  direct  business  of  this  company,  together  with  its  portion 
of  the  business  of  the  German  Alliance  Insurance  Association, 
I'nmaediately  becomes,  the  business  of  the  German  American*  Un- 
der said  agreement,  the  German  American  cedes  to  the  German 
Alliance  a  portion  of  certain  of  the  total  risks  on  its  (German 
American)  books,  irrespective  of  which  company  originally  issued 
the  policy. 

Anmud  Statement 

The  surplus  of  $850,473.57,  as  reported  by  the  company  in  its 
annual  statement  filed  with  the  Department  for  the  year  ending 
December  31,  1913,  has  as  a  result  of  this  examination  been  in- 
creased $29,166.27,  making  a  total  surplus  of  $879,639.84. 

The  increase  in  surplus  is  accounted  for  as  follows: 

Increase  in  assets: 

Department's  market  value  of  bonds  and  stocks  over  com- 
pany's             $24, 314  00 

Decrease  in  liabilities: 

Unpaid  losses    4, 852  27 

Total  increase  in  surpUis $29, 166  27 
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GERxMAN  AMERICAN  INSURANCE  COMPANY 

Examined  to  ascertain  condition  December  31,  1913. 
Report  dated  April  13, 1914. 
Examiner:  Isaac  FvM, 

Ledger  Aasets 

Book  value  of  real  estate $2,678,347  74 

Mortgage  loans  on  real  estate  (first  liens) 83,000  00 

Book  value  of  bonds  and  stocks 17,679,783  81 

Cash  in  office 13,003  24 

Cash  in  bank  and  trust  companies,  not  on  interest 86,919  80 

Cash  in  bank  and  trust  companies,  on  interest 694,013  20 

Agents'  balances,  representing  business  written  subsequent  to 

September  30,  1913 1,771,297  13 

Agents'  balances,  representing  business  written  prior  to  October 

1,  1913 60,380  06 

Bills  receivable  taken  for  premiums 101 ,911  07 

Total  ledger  assets $23, 159,256  05 

Non-Ledger  Assets 

Interest  accrued  on  mortgage  loans 1 ,870  00 

Interest  accrued   on   bonds 139 ,  645  13 

Interest  accrued  on  bank  deposits 3,994  33 

Rents   accrued    3,865  92 

Gross  assets    $23,308,631  43 


Deduct  Assets  Not  Admitted 

Agents'  balances,  representing  business  written 

prior  to  October  1,  1913 $50,380  06 

Bills  receivable,  taken  for  farm  risks,  past  due.  3,862  04 

Book  value  of  bonds  and  stocks  over  market 

value 724,683  66 

Book  value  of  real  estate  over  market  value. . .  168,547  74 

Unauthorized  investment   230,880  00 

Exoess  of  bills  receivable  credited  over  unearned 

premium  liability  charged  thereon 22,846  40 

1,191,099  90 

Total  admitted  assets $22, 117,531  53 
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Liabilities 

Unpaid  losses $878,  528  03 

Unearned  premiums: 

On  one  year  risks $2,  725, 004  47 

On  term  risks 6, 605, 863  89 

9,420.868  36 

Sundry  unpaid  bills 33,  042  10 

Taxes  accrued    (estimated) 140, 000  00 

Reinsurance  premiums  . . . .' 171, 087  69 

Rent  paid  in  advance 780  75 

Premiums  on  business  placed  with  other  companies 3, 141  16 

Total  liabilities  except  capital $10,647,448  08 

Capital $2,  000,  000  00 

Special  reserve  fund 1,  000,  000  00 

Guaranty  surplus  fund 1,  000,  000  00 

Surplus   7,470,083  45 

Surplus  as  regards  policyholders II , 470, 083  45 


Total  liabilities  $22, 117.  531  63 


Financial  Statement 

The  foregoing  financial  statement  shows  the  company  to  be  in 
possession  of  a  surplus  above  its  capital,  special  reserve  and 
guaranty  surplus  funds  amounting  to  $7,470,083.45.  Such  state- 
ment is  the  result  of  an  examination  of  the  books  and  records  of 
the  company  at  its  home  ofiice  in  New  York  City  and  its  branch 
offices  in  Rochester,  N.  Y.,  and  Chicago,  111.,  and  sworn  state- 
ments obtained  from  the  managers  of  the  company's  Pacific  Coast 
branch  oflSoes  in  San  Francisco,  Cal. 

Bills  Receivable 
The  item,  "  Bills  receivable  taken  for  premiums,  $101,911.07," 
represents  the  balance  unpaid  at  date  of  this  examination,  of 
notes  originally  taken  for  premiums  on  farm  risks  by  the  Capital, 
Merchants  and  Bankers'  Insurance  Company  of  Des  Moines, 
Iowa,  and  turned  over  by  them  to  this  company,  upon  the  execu- 
tion of  the  reinsurance  contract  entered  between  the  companies  on 
January  3,  1913.  From  this  amount  has  been  deducted,  as  non- 
admitted  assets,  $3,862.04  for  notes  past  due,  and  $22,829.52, 
being  the  diflFerence  between  the  sum  of  the  notes  unmatured  and 
the  unearned  premium  liability  charged  thereon. 
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Unauthorized  Investment 

Included  in  the  list  of  securities  owned,  set  forth  in  the  attached 
Exhibit  "  B  "  are  962  shares  of  North  Carolina  Home  Insurance 
Company  stock,  having  a  par  value  of  $96,200,  and  a  market 
value  of  $230,880.  For  the  reason  that  such  investment  is  not  in 
accordance  with  the  provisions  of  section  16  of  the  Insurance  Law, 
the  market  value  of  this  stock  has  been  deducted  as  a  non-admitted 
asset.  This  matter  has  been  fully  explained  in  the  report  on  ex- 
amination of  this  company  under  date  of  February  25,  1911,  and 
had  the  consideration  of  the  Department  at  that  time. 

Premiums  on  Business  Plxiced  with  Other  Compcmies 

The  item  $3,141.15,  carried  as  a  liability,  represents  unpaid 
premiums  on  business  placed  with  other  companies  for  which 
Vice-President  Smith  acts  as  local  agent ;  this  sum  is  included  in 
the  asset  item  of  cash  in  bank,  therefore  a  corresponding  liability 
is  charged.  The  subject  of  Vice-President  Smith's  local  agency 
was  fully  set  forth  and  explained  in  the  report  on  previous  ex- 
amination hereinabove  referred  to. 

All  other  asset  and  liability  items  have  been  verified  and  com- 
puted in  the  usual  manner. 

Organization  and  History  of  Company 

The  German  American  Insurance  Company  of  New  York,  a 
stock  fire  insurance  company,  was  organized  in  March,  1872. 

On  May  8,  1911,  the  company  merged  with  the  Rochester  Ger- 
man Insurance  Company,  of  Rochester,  N.  Y.,  continuing  busi- 
ness imder  its  original  name,  with  a  capital  of  $2,000,000  divided 
into  20,000  shares  of  stock  of  the  par  value  of  $100  each.  The 
charter,  which  expires  March  6,  1932,  was  amended  in  March, 
1913,  by  increasing  the  number  of  directors  from  sixteen  to  seven- 
teen, and  granting  the  corporation  all  powers  conferred  by  section 
110  of  the  Insurance  Law. 

The  company  operates  under  sections  130,  131  and  132  of  the 
Insurance  Law,  and  policies  of  insurance  are  issued  in  accordance 
with  said  sections.  Except  in  the  State  of  Vermont,  the  com- 
pany transacts  business  in  every  state  and  territory  of  the  United 
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States,  the  Hawaiian  Islands  and  in  Canada.  The  net  annual 
premium  income  is  over  $9,000,000. 

Under  the  title  ^*  Rochester  German  Undei-writers'  Agency," 
the  company  issued  an  underwriters'  agency  policy,  which  was 
approved  by  the  Department.  This  policy  is  issued  in  Canada, 
and  in  every  state  of  the  United  States,  excepting  the  states  of 
Arizona,  New  Mexico  and  Vermont.  The  net  business  transacted 
annually  through  this  agency  is  over  $1,500,000. 

In  addition  to  its  home  office  in  this  city,  the  company  has  four 
branch  offices.  The  locations,  with  the  names  of  their  respective 
managers  or  general  agents,  are  as  follows: 

Rochester,  N.  Y.,  F.  W.  Jenness,  Manager. 

Chicago,  111.,  W.  H.  Sage,  Manager. 

San  Francisco,  Cal.,  George  H.  Tyson,  General  Agent. 

San  Francisco,  Cal.  (Rochester  German  Underwriters' 
Agency),  George  O.  Hoadley,  Manager. 

Dividends  to  Stockholders 

B^inning  with  July,  1911,  to  date  of  this  examination,  a  semi- 
annual dividend  of  15  per  cent,  was  declared  and  paid  to  stock- 
holders. 

Capital  Stock 

An  examination  of  the  stock  ledger  and  stock  certificate  books 
evidences  the  fact  that  on  December  31,  1913,  there  were  out- 
standing 20,000  shares  of  stock  of  the  total  par  value  of 
$2,000,000. 

Reinsurance  Contracts 
In  the  course  of  its  business  the  company  reinsured  either  a 
portion  or  all  of  the  outstanding  risks  of  various  fire  insurance 
companies.  The  following  is  a  list  of  such  reinsurances,  together 
with  the  dates  when  they  became  effective,  and  the  amount  of 
premiums  ceded : 

Amount 
Name  of  dompwny  Date  of  premiums 

Southern  Fire  Insurance  Co.  of  Lynchburg,  Va.  Sept.  10,  1909  $201,367  74 
Seaboard    Fire   &   Marine   Insurance    Co.    of 

Galveston,  Tex Dec"      31,  1910  56,397  48 

Western  Reserve  Insurance  Co.  of  Cleveland. 

^^»o Dec.       15,  1911  81,482  09 
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Seaboard  Fire  Insurance  Co.  of  Norfolk,  Va. .  May  27,  1912  $127,014  18 

Prussian  National  Insurance  Co.,  U.  S.  Branch, 

of   Stettin,  Germany June  4,  1912  30,585  27 

Capital,  Merchants  &  Bankers  Insurance  Co. 

of  Des  Moines,  Iowa Jan.  3,  1913  414,339  96 

Imperial  Fire  Insurance  Co.  of  Denver,  Colo. .  May  5,  1913  243,123  71 

Virginia  State  Insurance  Co.  of  Richmond,  Va.  Sept.  27,  1913  230,000  00 

Fidelity  Insurance  Co.  of  Des  Moines,  Iowa..  Oct.  18,  1913  77,058  00 

American  Home  Fire  Insurance  Co.  of  Green- 
ville, South  Carolina Dec.  14,  1913  80,000  00 

Under  an  agreement  dated  January  1,  1907,  the  company 
assumeB  all  business  written  by  the  Germaii  Alliance  Insurance 
Company  of  New  York  and  reinsures  with  the  said  German 
Alliance  a  portion  of  certain  risks  written  by  both  the  German 
American  and  the  German  Alliance  Insurance  Companies. 

On  December  1,  1911,  the  company  executed  a  reinsurance  con- 
tract with  the  Cologne  Keinsurance  Company  of  Cologne,  Ger- 
many.   This  contract  superseded  a  contract  dated  April  14,  1902. 

Anniud  Statement 

The  surplus,  including  the  special  reserve  and  guaranty  surplus 
funds,  of  $9,245,855.55  reported  by  the  company  in  its  annual 
statement  for  the  year  ending  December  31,  1913,  filed  with  the 
Department,  haB,  as  a  result  of  this  examination,  been  increased 
$224,227.90,  making  a  total  surplus,  including  the  two  funds 
above  named,  of  $9,470,083.45. 

The  following  statement  shows  the  details  accounting  for  such 
increase  in  surplus. 

Increase  of  AsteU 

Interest  accrued  on  bank  deposits $385  93 

Department's  market  value  of  bonds  and  stocks 
over  company's  values 174, 186  15 

Department's  valuation  of  real  estate  over  com- 
pany's value    69,800  00 

$244,372  08 

Decrease  of  Assets 

Excess  of  bills  receivable  credited  over  un- 
earned premium  liability 22,846  40 

Net  increase  of  assets $221 ,525  68 
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Decrease  in  Liabilities 
Reduction  in  unpaid  losses $11,  029  47 

Inorectse  in  Liabilities 
Sundry'   unpaid  bills 8,327  25 

Net  decrease  in  liabilities $2,702  22 

Total  increase  in  surplus $224,227  90 

Surplus  reported  in  annual  statement 9, 245,  855  55 

Surplus  as  shown  in  this  report $9, 470,083  45 


GERMANIA  FIRE  INSURANCE  COMPANY 

New  York 

VerificcUion  of  assets  December  31,  1913. 
Report  dated  February  10,  1914. 
Examiner:  Richard  A.  Elmer. 

This  examination  did  not  contemplate  a  thorough  investigation 
of  the  condition  and  affairs  of  the  company,  but  was  confined  to  a 
verification  of  the  assets  owned  on  December  31,  1913,  as  listed 
in  the  company's  report  to  this  Department,  such  verification 
being  requested  by  the  company  in  connection  with  the  company's 
application  to  enter  and  transact  the  business  of  fire  insurance  in 
the  State  of  Louisiana. 

The  assets  of  the  company  on  December  31,  1913,  were  found 
to  have  been  as  follows: 

Ledger    Assets 

Book  value  of  real  estate $750,000  00 

Mortgage  loans  on  real  estate 492, 500  00 

Book  value  of  bonds  and  stocks 5 ,  493, 254  31 

Gash   in   office 628  44 

Advances  to  agents 1, 032  00 

Deposits  in  banks 529, 246  74 

Agents'  balances  representing  business  written  subsequent  to 

October   I,   1913 534, 192  75 

Agents'  balances  representing  business  written  prior  to  Octo- 
ber   1,    1913 10, 197  30 

Total  ledger  assets $7,811,060  54 
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'Non-Ledger  A9set8 

Accrued  interest  on  mortgages $7, 200  60 

Accrued   interest  on   bonds 37, 592  76 

Accrued  interest  on  bank  deposits 1,068  57 

Bents  due  and  accrued 394  99 

Total $46,  256  92 

Market  value  of  real  estate  over  book  value 58, 500  00 

Gross  assets  $7,915,807  46 

Deduct  AsseU  Not  Admitted 

Agents'  balances  representing  business  written 

prior  to  October  1,  1913 $10, 197  30 

Book  value  of  bonds  and  stocks  over  market 
value    512,  420  ai 

Advances  to  agents 1 ,  032  00 

523,650  11 

Total  admitted  assets $7,  392, 167  35 


GLEN  COVE  MUTUAL  INSURANCE  COMPANY 

Glen  Cove,  N.  Y. 

Eocam/vned  to  ascertain  condition  June  30,  1913. 
Report  dated  October  30,  1913. 
Eooarmner:    Richard  A.  Elmer. 

m 

Orgwnization 

The  Glen  Cove  Mutual  Insurance  Company  was  incorporated 
March  27,  1837;  on  the  twenty-ninth  day  of  March,  1857,  the 
charter  was  renewed  and  continued  for  a  term  of  twenty  years 
subject  to  the  provisions  of  the  act  entitled  "An  act  to  provide 
for  the  incorporation  of  fire  insurance  companies,"  passed  June 
26,  1853,  as  relates  to  mutual  fire  insurance  companies;  on  the 
twentieth  day  of  March,  1877,  an  act  was  passed  renewing  and 
extending  the  charter  for  twenty  years  from  the  twenty-ninth  day 
of  March,  1877,  and  on  May  1,  1895,  an  act  was  passed  to  extend 
the  corporate  existence  and  charter  of  the  company  for  a  period 
of  thirty  years  from  and  after  the  twenty-ninth  day  of  March, 
1897. 
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Financial  Condition:   The  assets  and  liabilities  on  June  30, 
1913,  were  found  to  have  been  as  follows: 

Ledger  Assets 

Book  value  of  real  estate $20,000  00 

Mortgage  loans  on  real  estate 115,800  00 

Book  value  of  bonds 9,825  00 

Cash  in  office 869  67 

Bank  deposits   12,634  89 

Agents'  balances  under  three  months 4,713  01 

Agents'  balances  over  three  months 1,030  11 

Due  for  reinsurance 69  00 

Total  ledger  assets. $164,941  68 

Non-Ledger  Assets 

Interest  accrued   on   mortgages $1 ,814  31 

Interest   accrued  on  bonds 90  48 

Interest  accrued  on  banks  deposits 22  39 

Market  value  of  real  estate  over  book  value ...  7 ,  000  00 

Market  value  of  bonds  over  book  value 75  00 

9,002  18 

Gross  assets $173,943  86 

Deduct  Assets  Not  Admitted 
Agents'  balances  over  three  months 1 ,030  11 

Total   admitted    assets $172,913  75 

Liabilities 

Unpaid   losses    $4,435  43 

Unearned  premiums 34,873  50 

Due  for  reinsurance 2 ,071  56 

Contingent    commission    460  13 

Accrued  taxes,  bills,  etc 419  72 

Suspended  accounts  (credit  balances  due  retired 

members) 16,000  00 

Total  liabilities  except  surplus $58,260  34 

Surplus  to  policyholders 114,653  41 

Total  liabilities $172,913  75 


The  income  and  disbursements  from  January  1,  1913,  to  June 
30,  1913,  were  as  follows: 

Balance    (ledger  assets)    December   31,   1912 $158,272  98 


Repokts  on  Official  Examination 


435 


Income 

Gross  premiums  $27 ,827  37 

Deduct  reinsurance    $5,445  06 

return  premiums    2,155  19 

7,600  25 

Total  premiums    $20,227  12 

Interest  on  mortgage  loans 3,422  23 

Interest  on  bonds 119  79 

Interest  on  bank  deposits 76  97 

Rents 940  82 

Reinsurance  commissions   1 ,300  98 

Total  income   $26,087  91 

Total $184,360  84 

Diahursements 

Gross  losses  $9,024  61 

Less  reinsurance 2, 182  71 

Net  losses  paid $6,841  90 

Adjustment  expenses  47  31 

Ck>mmisBions 4 ,992  69 

Salaries 4,003  05 

Settlements  with   retiring  members 517  96 

Real  estate  expenses 767  96 

Taxes 543  00 

Expense   of   management 1 ,  406  29 

Rent 300  00 

Total  disbursements 19,419  16 

Balance  (ledger  assets)  June  30,  1913 $164,941  68 


Assets:  The  real  estate  owned  represents  the  home  office  build- 
ing of  the  company  in  the  village  of  Glen  Cove.  This  property 
is  carried  at  a  market  value  of  $27,000,  and  though  no  appraisal 
of  same  has  been  made  by  the  Department,  from  the  size  of  the 
lot  and  the  character  of  the  building  thereon,  this  valuation 
would  appear  to  be  very  conservative. 

The  mortgage  loans  on  real  estate  amounting  to  $115,800  are 
principally  on  properties  located  in  Glen  C^ove  and  the  neighboring 
villages,  and  though  no  appraisals  have  been  made,  it  is  believed 
that  these  loans  are  sufficiently  secured. 
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Liabilities:  The  unpaid  losses  were  found  to  aggregate 
$4,435.43.  Among  these  losses,  however,  are  two  claims  amount- 
ing to  $1,650,  upon  which  the  company  does  not  consider  itself 
liable,  and  from  the  facts  presented  such  would  appear  to  be  the 
case.  The  liability  charged,  therefore,  may  be  excessive  by  the 
aforesaid  $1,650. 

The  liability  reported  on  account  of  the  unearned  premium 
reserve  is  $34,873.50,  and  is  the  amount  carried  by  the  company 
in  its  semi-annual  statement.  The  company  at  the  present  time 
has  no  reserve  records  that  can  be  readily  tested  or  checked,  and 
in  order  to  ascertain  the  exact  amount  of  this  liability  it  would 
be  necessary  to  list  and  calculate  the  premiums  in  force  from  the 
monthly  accounts  and  bordereaux.  In  this  case  it  was  not  con- 
sidered necessary  to  go  to  the  expense  of  time  and  labor,  and  the 
reserve  reported  in  the  foregoing  statement  is  believed  to  be  ample 
to  provide  for  this  liability. 

The  liability  for  suspended  accounts  is  explained  hereinafter 
under  the  heading  "  Special  Accoimts." 

Records  and  AccovAxts:  The  books  and  accounting  system  may 
be  termed  somewhat  old-fashioned,  and  certain  improvements 
should  be  made  in  same.  These  matters  were  taken  up  with  the 
secretary  of  the  company,  who  advises  that  he  has  had  these 
questions  under  consideration  for  some  time  and  would  shortly 
introduce  various  improvements. 

Method  of  Issuing  Policies:  The.  company  was  organized  as  a 
mutual  concern,  but  in  recent  years  has  written  policies  under 
two  plans,  namely : 

(1)  M^utual  Plan:  The  policyholders  insuring  under  this  plan 
become  members  of  the  company  and  participate  in  the  mutual 
features.  These  members  give  a  deposit  note  amounting  to  twenty 
times  the  face  of  the  premium,  and  under  the  provisions  of  the 
charter  these  notes  may  be  assessed  for  losses  or  damage  by  fire, 
and  if  the  whole  amount  of  the  deposit  notes  shall  be  insufficient 
to  pay  the  said  losses,  the  members  may  be  further  assessed  not 
exceeding  one  dollar  for  every  hundred  dollars  insured  in  the 
company.  I  am  informed  that,  during  the  corporate  existence  of 
the  company,  no  assessment  has  ever  been  levied.  The  policies  are 
written  for  one  year,  and  at  the  expiration  of  same,  the  deposit 
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note  will  be  returned  on  demand  and  the  policyholder  ceases  to 
.  be  a  member  of  the  company.  It  has  also  been  the  practice  of 
the  company  to  permit  a  member  to  withdraw  in  cash  any  balance 
appearing  to  his  credit  in  his  individual  account,  a  withdrawal 
charge  of  1  per  cent  being  made  on  his  deposit  note;  or  if  his 
credit  balance  has  reached  an  amount  equal  to  five  times  the 
premium  due,  the  company  will  issue  a  policy  free  for  the  year. 

(2)  Whole  Cash  Premium  Plan:  These  policies  are  issued  for 
terms  of  one,  three  or  five  years.  The  policyholder  pays  in  cash 
the  whole  amount  of  the  premium,  does  not  become  a  member  of 
the  company  or  become  liable  for  any  assessments,  and  to  all  in- 
tents and  purposes  is  in  the  same  position  as  though  he  was  in- 
sured in  a  stock  corporation. 

Special  Accovmts:  In  the  early  years  of  the  company's  exist- 
ence an  individual  account  was  opened  with  each  member,  the 
company  crediting  these  accounts  with  the  premiums  paid  and 
charging  the  proportion  of  the  annual  losses,  the  deposit  note  being 
taken  as  a  basis.  In  the  last  few  vears,  each  of  the  said  accounts 
has  been  credited,  in  addition  to  the  above,  with  2  per  cent,  per 
annum  on  the  account  of  the  individual  deposit  note,  this  2  per 
cent  being  charged  against  the  "  Surplus  Fund  "  account 

The  "  Surplus  Fund  "  account  referred  to  above  was  opened  in 
1878  with  a  credit  of  $1,396.52,  and  has  been  annually  increased 
by  the  receipt  of  survey  fees,  carpenters'  risks,  premiums  received 
on  term  business,  interest  received  from  mortgage  loans,  income 
from  office  building,  and  the  1  per  cent  withdrawal  charge 
against  retiring  members.  On  December  31,  1911,  the  credit 
balance  of  this  fund  amounted  to  $18,851.73. 

In  connection  with  the  individual  accounts  of  the  members,  the 
company  carries  a  "  Suspended  Account,"  which  has  been  accumu- 
lated in  the  following  manner:  When  retiring  members  have 
failed  within  a  year  or  two  to  claim  the  balances  to  the  credit  of 
their  individual  accounts,  these  accounts  are  closed  and  the 
balances  carried  to  the  *' Suspended  Account"  This  account  is 
neither  charged  with  losses  or  credited  with  gains  or  interest 
At  the  date  of  the  writing  of  this  report,  the  debits  and  credits  for 
the  year  1912  have  not  been  entered,  and  the  last  balance  on  the 
books,  December  31,  1911,  showed  a  credit  balance  of  $51,639.56. 
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In  view  of  the  fact  that  these  accounts  represent  the  earned  and 
apportioned  profits  of  retired  members^  and  that  it  has  been  the 
practice  of  the  corporation  to  distribute  such  profits  upon  the 
demand  of  members  credited  with  same,  either  in  cash  upon  with- 
drawal from  the  company,  or  by  way  of  credit  on  account  of 
premiums  due  on  new  policies,  it  would  appear  proper  that  a  lia- 
bility should  be  carried  to  provide  for  the  said  accounts. 

The  company  took  exception  to  this  position,  and  a  hearing  waB 
held  in  accordance  with  the  statutory  requirements  on  September 
12,  1913,  at  the  New  York  office  of  this  Department,  before  the 
Superintendent  of  Insurance,  and  at  the  said  hearing  the  com- 
pany was  represented  by  counsel  to  present  their  views  in  the 
premises. 

As  a  result  of  this  hearing  the  Superintendent  ruled  that  the 
abrogate  of  the  items  going  to  make  up  the  suspended  account, 
which  belonged  to  the  policyholders  who  have  withdrawn  from  the 
company  within  the  last  six  years,  and  against  which  the  defense 
of  the  statute  of  limitations  cannot  be  interposed,  be  carried  as  a 
liability  of  the  company. 

Therefore,  an  item  of  $16,000,  which  represents  the  approxi- 
mate amount  of  the  credit  balances  due  policyholders  who  have 
withdrawn  from  the  company  within  the  last  six  years,  has  been 
reported  in  the  foregoing  financial  statement  as  a  special  liability. 

In  this  connection  it  is  respectfully  recommended  that  the  com- 
pany be  advised  as  follows : 

(1)  That  the  practice  of  the  company  for  the  past  seventy-five 
years  in  apportioning  to  the  holders  of  its  mutual  policies  the  net 
annual  earnings  of  the  corporation  has  the  unqualified  approval 
of  this  Department  and  should,  in  its  opinion,  be  continued. 

(2)  That  the  company  be  recommended  to  establish  the  further 
practice  of  advising  retiring  policyholders,  upon  the  expiration 
of  their  policies  without  renewal,  of  the  amount  standing  to  the 
credit  of  such  policies  on  the  books  of  the  company. 

Underwriting:  The  company  is  a  member  of  th?  Suburban 
Fire  Insurance  Exchange,  and  is  represented  through  a  general 
agent  in  the  New  York  Fire  Insurance  Exchange.  The  rates  on 
new  business  written  since  the  company  has  been  affiliated  with 
these  Exchanges  are  the  tariff  rates,  no  discrimination  being  made 
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between  the  mutual  and  whole  cash  premium  policies.  The  mu- 
tual policyholders,  however,  participate  in  the  mutual  features, 
and  mutual  members  whose  policies  antedate  the  company's  affilia- 
tion with  the  Exchanges  are  allowed  to  renew  their  policies  at 
rates  less  than  the  tariff  rates.  This  is  done  under  a  written  agree- 
ment with  the  Suburban  Fire  Insurance  Exchange,  the  said  agree- 
ment reading  in  part  as  follows : 

"  *  *  *  yet  reserving  to  the  Glen  Cove  Mutual  Insurance  Company 
the  privilege  of  participation  in  the  profits  of  mutual  business  on  the 
same  basis  and  conditions  as  have  been  heretofore  enjoyed  by  the  mutual 
policyholders  of  said  company." 

During  recent  years  the  mutual  business  of  tlie  company  has 
been  decreasing,  while  the  business  written  on  the  whole  cash 
premium  plan  has  been  increasing.  According  to  the  records, 
the  mutual  insurance  in  force,  the  cash  premium  insurance  in 
force,  and  the  deposit  notes  in  force  for  the  last  five  years  were 
as  follows: 

Mutual       Cash  Premium  Deposit 

Insurance         Insurance  Notes 

1908  $7,264,492         $2,812,510  $673,801 

1909  6,944,762  3,326,726  662,365 

1910  6,668,003  4,077,391  613,462 

1911  6,012,035  6,123,173  487,006 

1912  5,790,146  6,998,169  462,722 

It  will  be  seen  from  the  above  that  the  company  is  steadily 
losing  its  mutual  features,  and  that  the  bulk  of  its  business  is 
now  being  conducted  on  stock  company  lines.  This  would  appear 
to  be  further  accentuated  by  the  fact  that  the  company  on  May 
10,  1911,  entered  into  a  contract  with  a  prominent  firm  of  insur- 
ance agents  whereby  the  said  agents  were  appointed  general  agents 
for  the  company  to  write  non-mutual  policies  in  the  city  of  New 
York  and  State  of  New  York  outside  of  the  counties  of  Queens, 
Nassau  and  Suffolk. 

From  an  examination  of  the  business  written  through  these 
general  agents,  it  would  appear  that  the  risks  assumed  for  the 
Glen  Cove  are  mainly  reinsurance  of  policies  written  by  the  gen- 
eral agents  for  stock  companies,  and  that  very  few  Glen  Cove 
policies  are  issued  direct  to  the  insured.  The  Glen  Cove  also 
has  arrangements  with  stock  companies  whereby  reinsurance  of 
portions  of  its  own  risks  may  be  effected. 
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In  explanation  of  the  change  in  the  underwriting  policy  of  the 
company,  the  secretary  advises  that  the  character  of  the  risks 
have  altered  on  Long  Island;  that  the  city  people  living  in  uif 
many  new  suburban  resorts  will  not  accept  a  mutual  policy ;  that 
competition  was  encountered  with  stock  companies;  that  it  was 
necessary  to  enter  into  agreements  with  tariff  associations  to  avoid 
ruinous  competition,  and  that  at  the  present  time  the  officers  and 
directors  are  considering  the  advisability  of  converting  the  mutual 
company  into  a  stock  corporation. 

In  this  connection  it  is  proper  to  call  attention  to  the  fact  that 
the  mutual  members  would  be  liable  and  could  be  assessed  for 
losses  incurred  through  the  operations  of  the  company  on  the 
cash  premium  plan,  and  that  the  underwriting  policy  of  the  com- 
pany at  the  present  time  appears  to  be  at  variance  with  the  in- 
tent and  principles  of  the  company  as  originally  incorporated. 


GLOBE  AND  KUTGERS  FIRE  INSURANCE  COMPANY 

New  York,  N.  Y. 

Examined  to  ascertain  condition  June  30,  1913. 
Report  dated  September  4,  1913. 
Examiner:  Isaac  FvM. 

Ledger    Assets 

Book  value  of  real  estate ^72, 945  00 

Mortgage  loans  on  real  c&tate  (first  lien3>    108, 7uu  00 

Book  value  of  bonds  and  stocks 6, 718, 603  20 

Cash  in  office 1,667  68 

Cash  in  bank  and  trust  companies 149, 117  39 

Agents'  balances  representing  business  written  subsequent  to 

March  31,  1913 810.409  99 

Agents'  balances  representing  business  written  prior  to  April 

1,   1913    29,  024  02 

Total  ledger  assets $7, 890, 517  IP 

Non-Ledger  Assets 

Interest  accrued  on  bonds 17, 232  27 

Interest  due  and  accrued  on  mortgage  loans 1 ,  503  96 

Market  value  of  real  estate  over  book 2,065  00 

Due  for  reinsurance  on  paid  losses 69, 764  07 

Gross  assets  $7,981, 072  48 
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Deduct  As9et9  Not  Admitted 

Agents'  balances  vepreaenting  business  written 

prior  to  April  1,  1913 $29,  024  02 

Book  value  of  bonds  and  stocks  over  market 
value 596,948  10 

$625,972   12 

Total  admitted  assets $7,355, 100  36 

Liabilities 

Unpaid  fire  losses $666, 105  85 

Unearned  premiums: 

One  year  risks $1.  93^,  840  82 

Term  risks   1, 134, 618  96 

3,068,459  78 

Sundry  unpaid  bills  3,  677  78 

Borrowed  money  and  accrued  interest  thereon 537,  950  00 

Taxes  accrued  on  premiums   (estimated) 20,000  00 

Reinsurance  premiums    8, 698  60 

Due  First  Bohemian  Reinsurance  Bank  on  account  of  reinsur- 
ance treaty  and  accrued  interest  thereon 46,  265  67 


^ 


Total  liabilities  except  capital $4.  341, 157  68 

Capital    $400, 000  00 

Surplus    2, 613,  942  68 

Surplus  to   policyholders 3,  013, 942  68 

Total  liabilities $7,365, 100  36 


Mortgage  Loans:  Among  the  mortgage  loans  held  by  the  com- 
pany is  a  loan  made  October  7,  1907,  to  E.  C.  Jameson,  in  the 
sum  of  $18,500,  which  was  on  December  1,  1912,  assumed  by 
Hilary  K.  Chambers  upon  his  purchase  of  the  real  estate  covered 
by  said  loan,  and  another  made  April  30,  1909,  of  $45,000,  to 
E.  C.  Jameson. 

Hilary  K.  Chambers  is  a  director,  and  E.  C.  Jameson  is  presi- 
dent of  this  corporation.  It  would  appear  that  the  making  of 
said  loans  to  an  officer  and  to  a  director  of  the  company  are  trans- 
actions in  violation  of  the  provisions  of  section  36  of  the  Insur- 
ance Law. 

Unpaid  Losses:  The  liability  for  unpaid  losses  was  ascertained 
by  a  thorough  examination  of  the  loss  registers,  claim  papers  and 
correspondence  in  connection  therewith.    Included  in  the  amount 
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carried  as  a  liability  on  this  account  is  the  sum  of  $67,698.49 
for  losses  incurred  on  or  before  June  30,  1913,  the  date  of  this 
examination,  but  reported  subsequent  thereto. 

Unearned  Premiums:  The  unearned  premium  liability  of  $3,- 
068,459.78  was  computed  upon  a  pro  rata  basis  and  is  $82,212.88 
in  excess  of  the  amount  chargeable  if  computed  in  accordance 
with  the  requirements  of  the  annual  statement  blank  —  that  is, 
on  the  half  yearly  basis. 

Borrowed  Money:  On  date  of  this  examination  the  company 
was  indebted  to  the  firm  of  Stout  &  Company,  25  Broad  street, 
New  York  City,  in  the  amount  of  $537,950. 

Amendments  to  Charter 

In  May,  1909,  the  charter  was  amended  reducing  the  number 
of  directors  from  twenty-nine  to  seventeen.  It  is  pertinent  to 
state  that  the  present  board  of  directors  consists  of  only  fifteen, 
or  two  less  than  called  for  in  the  charter.  The  failure  to  elect  a 
board  of  directors  consisting  of  the  number  provided  in  the  com- 
pany's charter  appears  to  be  a  violation  of  the  provisit  ns  of  sec- 
tion 10  of  the  Insurance  Law. 

In  January,  1911,  the  charter  was  further  amended,  granting 
the  company  power  to  make  insurances  against  loss  or  damage 
by  water  arising  from  the  breakage  or  leakage  of  sprinklers,  pumps 
or  other  apparatus  erected  for  extinguishing  fires,  and  of  wate^ 
pipes,  and  against  accidental  injury  to  such  sprinklers,  pumps 
or  other  apparatus  and  also  insurances  upon  automobiles. 

Dividends  to  Stockholders 

In  the  years  1909,  1910,  1911  and  1912,  the  annual  dividends 
paid  to  stockholders  were  40  per  cent,  and  in  January,  1913,  a 
•semi-annual  dividend  of  20  per  cent,  was  declared  and  paid. 

Capital  Stock 

An  examination  of  the  stock  ledger  and  stock  certificate  book 
evidenced  the  fact  that  on  June  30,  1913,  there  were  outstanding 
4,000  shares  of  the  capital  stock  of  the  company  of  a  par  value 
of  $100  each,  or  a  total  of  $400,000. 
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Reinsurance  Contracts 

In  the  course  of  its  business  the  company  reinsured  either  a 
portion  or  all  of  the  outstanding  risks  of  various  fire  insurance 
companies.  The  following  is  a  list  of  such  reinsurances  effected 
in  December,  1911,  or  at  later  dates,  all  others  having  expired, 
together  with  the  date  when  the  reinsurance  became  effective  and 
the  amount  of  premiums  ceded. 


Name    of    Company.  Date, 

Peoples  National  Fire  Insurance  Company  of 
Philadelphia,  Pa. Dec.      15 

(reorge  Home  Fire  Insurance  Company  of 
Georgia Dec.      20 

Sovereign  Fire  Assurance  Company  of  Toronto, 
Canada,  U.  S.  Branch Dec.      31 

LouisYille  Insurance  Company  of  Kentucky . . .  Jan.      30 

Franklin  Fire  Insurance  Company  of  Wash- 
ington, D.  C Jan.      31 

Peoples  National  Fire  Insurance  Company  of 
Philadelphia,  Pa March  28 

Sovereign  Fire  Assurance  Company  of  Toronto, 
Canada,  U.  S.  Branch Jan.      21 

Potomac  Insurance  Company  of  Washington, 
D.  C '. Feb.      25 

Virginia  State  Insurance  Company  of  Rich- 
mond, Va March  15 

Manufacturers  Lloyds  of  New  York April    15 

Commercial  and  First  National  insurance  com- 
panies of  Washington,  D.  C April    22 

Sovereign  Fire  Assurance  Company  of  Toronto, 
Canada,  U.  S.  Branch May       2 

Sovereign  Fire  Assurance  Company  of  Toronto, 
Canada,  U.  S.  Branch May       9 

Western  and  Atlantic  Fire  Insurance  Company 
of  Nashville,  Tenn May        9 


Amount  of 
Premdti/ms. 

1911  $289,177  98 

1911  60,606  08 

1911  31,809  19 

1912  75,698  69 

1912  135,352  30 

1912  27,326  17 

1913  96,724  73 

1913  101,695  87 

1913  17,829  34 

1913  4,003  84 

1913  11,122  17 

1913  14,425  52 

1913  58,627  70 

1913  46,153  84 


The  company  has  contracts  of  reinsurance  in  force  with  the 
Rossia  Insurance  Company  of  St.  Petersburg,  Russia,  and  the 
Fire  Reassurance  Company  of  Paris,  France.  These  contracts 
went  into  effect  on  July  1,  1911,  the  contract  with  the  Rossia  In- 
surance Company  superseding  a  contract  dated  January  5,  1906. 

On  January  1,  1910,  the  company  entered  into  a  reinsurance 
contract  with  the  London  Lloyds,  this  contract  superseding  one 
dated  September  30,  1908. 
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On  September  30,  1911,  the  company  executed  a  reinsurance 
contract  with  the  First  Bohemian  Reinsurance  Bank  of  Prague, 
Bohemia,  a  foreign  insurance  corporation  not  authorized  to  trans- 
act the  business  of  fire  insurance  in  this  State.  These  later  two 
contracts  were  executed  abroad. 

As  particularly  set  forth  in  a  supplemental  agreement,  the 
contract  with  the  First  Bohemian  Reinsurance  Bank  provides  for 
the  retention  of  50  per  cent  of  the  yearly  premiums  as  a  reserve 
fund,  such  agreement  reading  in  part  as  follows : 

"  The  '  Re-Insurer '  agrees  to  allow,  in  the  manner  hereinafter  provided, 
fifty  per  cent.  (50%)  of  the  yearly  amount  of  the  premiums  resulting  from 
the  '  Principal  Treaty '  to  remain  with  the  '  Re- Assured '  as  a  Reserve 
Fund,  bearing  interest  as  hereinafter  provided. 

''  Fifty  per  cent,  of  each  month's  premiums  of  the  first  year  shall  be 
retained  by  the  '  Re- Assured '  as  a  Reserve  Fund  until  the  amount  of  same 
reaches  fifty  per  cent,  of  the  first  year's  premiums. 

"Should  the  premiums  of  a  later  year  show  an  increase,  said  Reserve 
Fund  shall  be  increased  proportionately,  and  in  the  event  of  a  decrease  of 
the  premiums,  said  Reserve  Fund  shall  be  decreased  proportionately. 

"  The  Reserve  Fund  thus  accumulated  shall  remain  the  absolute  prop- 
erty of  the  '  Re-Insurer ',  but  the  latter  agrees  not  to  withdraw  same 
during  the  continuance  of  the  '  Principal  Treaty '  and  until  expiration  of 
all  its  liabilities  under  the  'Principal  Treaty*. 

"  The  '  Re-Assured '  shall  pay  to  the  *  Re-Insurer  *  interest  on  the 
amount  of  the  said  Reserve  Fund  at  the  rate  of  4%  (four  per  cent.)  per 
annum,  payable  semi-annually,  on  the  first  day  of  January  and  the  first 
day  of  July  each  year. 

"  It  is  expressly  understood  and  agreed  that,  should  the  '  Re-Insurer ' 
at  any  time  enter  the  United  States  officially,  as  an  authorized  company, 
the  Reserve  Fund  accumulated  under  this  agreement  shall  be  transferred 
to  the  deposit  fund  required  by  the  insurance  laws  in  the  United  States." 

The  sum  retained  on  date  of  this  examination  in  accordance 
with  the  provisions  of  the  above  quoted  agreement,  together  with 
the  accrued  interest  thereon,  amounted  to  $46,265.67.  These 
funds  are  deposited  in  bank  to  the  credit  of  the  Globe  &  Rutgers 
Fire  Insurance  Company  and  are  included  in  the  amount  credited 
as  cash  in  bank  in  the  foregoing  financial  statement;  therefore  a 
corresponding  liability  for  the  sum  so  retained  has  been  charged 
in  said  statement. 
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GKEENWICH  INSURANCE  COMPANY 

New  York,  N.  Y. 

Examined  to  ascertain  condition  Jwne  30,  1913. 
Report  dated  September  2,  1913, 
Examiner:  Charles  H.  Gardner. 

Ledger  assets,  December  31,  1912 $381,052  66 

Income 

Net  premiums  129, 138  01 

Interest  and  dividends 7,  621  08 

ToUl $517,  811  75 

Diaburaements 

Net  losses  paid $96, 285  94 

Adjustment  expenses   726  55 

Commissions   and   brokerage 31 ,237  85 

Salaries,  fees,  etc.,  of  officers  and  employees ....  3, 100  00 

Office  expenses,  taxes,  etc 2, 314  97 

Total  disbursements    133, 666  31 

Balance $384, 146  44 

A aaets 

Book  value  of  bonds $207,545  12 

and  stocks 117,  895  00 

$325,440  12 

Gash  in  company's  office 79  64 

Deposits  in  trust  companies  and  banks 8,  935  45 

Agents'  balances  within  90  days 47,064  80 

Agents'  balances  over  90  days 2, 726  34 

Total  ledger  assets $384, 146  44 

Non-Ledger  Assets 

Interest  accrued  on  bonds    $1 ,  975  51 

Interest  accrued  on  bank  balance 311  09 

2,286  60 

Gross  assets $386,  433  04 

Deduct  Assets  Not  Admitted 

Book  value  of  bonds  and  stocks  over  market 

value $16, 330  12 

Agents'  balances  over  90  days  due 2,726  34 

19,056  46 

Total  ftdmitted  assets $367, 376  68 
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Liabilities 

Gross  amount  of  unpaid  losses $48,280  69 

Less   reinsurance    376  00 

Net  amount  of  unpaid  losses $47 ,905  69 

Qross  premiums  less  reinsurance  on  unexpired 
risks  running  for  one  year,  $203,979.58;  pro 
rata  unearned  $107,003  26 

Gross  premiums  less  reinsurance  on  unexpired 
risks  running  for  over  one  year,  $34,081.59, 
pro  rata  unearned 23 ,994  10 

Total  unearned  premiums  as  computed  above 130,997  36 

Adjustment   expenses    235  41 

Accrued  taxes 600  00 

Old  stockholders  account 151  85 

Total  liabilities  except  capital  stock $179,890  31 

Capital  stock $200,000  00 

Impairment  of  capital 12,513  73 

Surplus  as  regards  policyholders 187 ,486  27 

$367,376  58 


The  Greenwich  Insurance  Company  of  New  York  was  organ- 
ized in  the  year  1834.  The  company  has  transacted  the  business 
of  fire  insurance  up  to  the  present  time,  with  the  exception  that 
after  the  Baltimore  conflagration  of  1904,  the  company  discon- 
tinued, operations,  as  its  capital  was  found  to  be  impaired.  In 
the  year  1910  the  capital  was  made  good  by  an  assessment  of 
.6867  per  cent,  on  the  face  value  of  the  outstanding  stock.  A 
Department  report  dated  September  2,  1910,  on  examination  of 
said  company  showed  the  capital  intact  and,  in  addition  thereto, 
a  surplus  of  $44,691.99  over  and  above  its  capital  and  other  lia- 
bilities. 

Impairment  of  Capital 

The  financial  condition  of  the  company,  as  set  forth  in  the  fore- 
going statement,  shows  an  unsatisfactory  state  of  affairs.  As  the 
liabilities,  including  the  capital  of  $200,000,  amount  to  $379,- 
890.31,  and  the  total  admitted  assets  are  $367,376.58,  there  is  a 
deficiency  in  the  assets  in  the  sum  of  $12,513.73.  This  results 
in  an  impairment  of  the  capital  of  the  company  to  the  extent  of 
said  $12,513.73. 
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On  tho  completion  of  this  examination  an  investigation  was 
made  of  the  company's  transactions  during  the  month  of  July, — 
one  month  later.  As  the  result  of  same  it  was  found  that  the 
loss  claims  reported  during  said  month  had  increased  in  amount 
to  such  an  extent  that  the  impairment  of  capital  on  July  31,  1913, 
was  approximately  $25,000.  A  complete  examinp^tion  of  all  items 
entering  into  said  monthly  account  was  not  made,  but  it  would 
appear  from  such  investigation  that  the  company's  financial  con- 
dition had  not  improved  as  a  result  of  further  operations. 

Assistant  Examiner  C.  E.  Woodman  participated  in  the  work 
of  this  examination. 


HAMBURG  ASSURANCE  COMPANY  —  UNITED  STATES 

BRANCH 

Hamburg,  Germany 

Venfication  of  capital  statement  as  of  March  9,  1914. 
Report  dated  March  11,  1914. 

Examiner:  (,'harles  II.  Gardner. 

Assets 
Deposited  with  Superintendent  of  Insurance  of  the  State  of  New  York: 

Description  Par  value     Market  value 

City  of  New  York  3b  due  1920..  $100,000  00        $92,810  00 
City  of  New  York  3b  due  1921..       85,000  00  78,115  00 

City  of  New  York  S^/^s  due  1918       30,000  00  29,118  00 


Total  par  and  market  value.   $215,000  00      $200,043  00      $200,043  00 

Deposited  with  United  States  Trustee: 

Description 

Cash  deposited  with  New  York  Life  Insurance  and  Trust  Com- 
pany of  New  York 299,957  00 


Total  gross  assets  in  the  United  States  deposited  with  In- 
surance Department  and  trustees $500,000  00 
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Liahilities 

Total  liabilities  in  the  United  States  capital  under  section  27 

of  the  Insurance  Law $500, 000  00 


Total   (being  gross  assets  reported  above) $600,000  00 


The  total  gross  assets  reported  above  in  the  sum  of  $500,000 
consisting  of  securities  and  cash  on  deposit  were  verified  in  the 
foUowing  manner: 

The  securities  representing  a  par  value  of  $215,000  and  a 
market  value  of  $200,043  are  deposited  with  the  Insurance  De- 
partment of  the  State  of  New  Yort  for  the  benefit  and  protection 
of  the  company's  policyholders  in  the  United  States.  Attached 
to  this  report  is  a  Department  certificate  under  date  of  March  9, 
1914,  evidencing  such  deposit. 

The  cash  amcyunting  to  $299,957  was  certified  to  by  the  New 
York  Life  Insurance  and  Trust  Company  of  New  York,  United 
States  trustee  of  the  company  (certificate  attached  hereto)  as 
being  on  deposit  with  said  corporation  on  March  9,  1914. 


HANOVER  FIRE  INSURANCE  COMPANY 

New  York,  N.  Y. 

Examined  to  ascertain  condition  March  31,  1913. 

Report  daied  August  21,  1913. 

Examiner:   Isaac  Ftdd, 

Ledger   Assets 

Book  value  of  real  estate $906,581  06 

Mortgage  loan  on  real  estate  (first  lien) 3, 500  00 

Book  value  of  bonds  and  stocks ^,  160,045  33 

:ash   in  office 2,  776  47 

!)ash  in  bank  and  trust  companies 141 ,  678  13 

Vgents'  balances  representing  business  written  subsequent  to 

December  31,  1912 501,296  05 

Agents'  balances  representing  business  written  prior  to  Janu- 
ary 1,  1913   35.609  90 

Deposit  with  Philadelphia  Underwriters 200  00 

Total  ledger   assets $4. 761,  685  94 


Reports  on  Official  Examination  449 

Non-Ledger  Asaeta 
Interest  accrued: 

On  bonds $20,800  38 

On  mortgage  loan 58  33 

On  deposits   449  20 

Rent   accrued    691  67 

Due  for  reinsurance  on  paid  losses 34,008  90 

Market  value  of  real  estate  over  book  value 222,891  94 

Gross  assets  ...k $5 ,030,586  36 

Deduct  Aaaeta  Not  Admitted 

Agents'  balances  representing  business  written 

prior  to  January  1,  1913 $35,609  90 

Book  value  of  bonds  and  stocks  over  market 
value 119,387  33 

Total 154,997  23 

Total  admitted  assets $4,875,589  13 

Liahilitiea 

Unpaid  fire  losses $291 ,953  35 

Unearned  premiums: 

On  one  year  risks $781 ,663  62 

On  term  risks 1,920,157  82 

Total  unearned  premiums 2 ,  701 ,821  44 

Sundry  unpaid  bills \ 8,109  94 

Taxes  due  and  accrued  on  premiums 24,572  85 

Taxes  accrued  on  real  estate 3, 733  12 

Commissions 10, 844  22 

Return  premiums 697  97 

Reinsurance  premiums    52 ,  338  36 

Rents  paid  in  advance 3 ,  388  00 

Dividends  declared  40,000  00 

Total   liabilities  except  capital $3,137,459  25 

Capital $1 ,000,000  00 

Surplus 738,129  88 

Surplus  to  policyholders 1 ,738, 129  88 

Total  liabilities $4,875,589  13 

Finmicial  Staiement 

The  foregoing  financial  statement  shows  a  surplus  to  the  com- 
pany in  eoccess  of  its  capital  stock  of  $738,129.88.  Such  state- 
ment is  the  result  of  an  investigation  of  the  company's  records 

15 
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at  its  home  office  in  New  York  city,  combined  with  the  figures 
contained  in  sworn  statements  received  from  Charles  W.  Higley, 
general  agent  in  charge  of  its  Western  Department  in  Chicago, 
111. 

Special  Deposits 

Included  in  the  list  of  securities  owned,  as  set  forth  in  schedule 
"A,"  the  company  has  on  deposit  with  the  general  fiscal  officer  of 
the  states  named  below,  the  following  securities  for  the  benefit 
and  protection  of  its  policyholders  residing  therein : 

State  Description  Par  value    Market  value 

Georgia      State  of  Georgia  3%%  bonds,  1917  $5,000  $4,950 

State  of  Georgia  3%%  bonds,  1027  5,000  4,850 
Virginia    City  of  Richmond,  Va.,  5%   bonds, 

1922 50,000  52,000 

Satisfactory  documentary  evidence  was  obtained  covering  the 
above  deposits. 

To  Conform  with  the  statutory  requirements  of  various  states, 
the  company  has  filed  with  the  officers  of  such  states  surety  bonds 
as  follows: 

Amoumt  of 
States  bond 

Arkansaa $20, 000 

Florida 20,000 

Louisiana 20, 000 

North  Carolina  20,000 

Oregon 25,000 

South  Carolina  10,000 

Texas 15, 327 

Amendments  to  and  Extension  of  Charter 

In  October,  1911,  the  charter  was  amended  granting  the  com- 
pany the  following  additional  powers: 

"  The  kind  of  business  to  be  done  by  said  company  is  hereby  extended  so  as 
to  permit  the  making  by  said  company  of  insurance  against  loss  or  damage 
by  lightning,  earthquakes,  or  from  the  breaking  or  leakage  of  sprinklers, 
pumps  or  other  apparatus  erected  for  extinguishing  fires,  and  water  pipes, 
and  against  accidental  injury  to  such  sprinklers,  pumps  or  other  apparatus; 
and  making  insurance  upon  vessels,  freights,  goods,  wares,  merchandise,  specie, 
bullion,  jewels,  profits,  commissions,  bank  notes,  bills  of  exchange,  and  other 
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evidences  of  debt,  bottomry  and  respondentia  interests,  and  every  insurance 
appertaining  to  or  connected  with  marine  risks  and  risks  of  transportation 
and  navigation,  including  insurances  upon  automobiles,  whether  stationary 
or  being  operated  under  their  own  power,  which  shall  include  all  or  any  of 
the  hazards  of  fire,  explosion,  transportation,  collision,  loss  by  legal  liability 
for  damage  to  property  resulting  from  the  maintenance  and  use  of  auto- 
mobiles and  loss  by  burglary  or  theft,  or  both,  but  shall  not  include  insur- 
ances against  loss  by  reason  of  bodily  injury  to  the  person     *     *     *." 

In  January,  1912,  the  charter  was  further  amended  reducing 
the  number  of  directors  from  forty  to  thirty. 

At  the  annual  meeting  of  the  stockholders  held  in  January, 

1912,  a  board  of  directors  consisting  of  thirty  members  was 
elected,  one  of  whom  died  during  the  year  1912.  The  vacancy 
created  thereby  has  not  been  filled  and  the  present  board  consists 
of  only  twenty-nine  members.  Section  14  of  the  company's 
charter  provides  that  "  the  number  of  directors  of  the  company 
may  be  changed  by  the  vote  of  two-thirds  of  all  the  directors  in 
office  at  any  time  not  within  thirty  (30)  days  next  previous  to 
an  election." 

In  January,  1912,  the  term  of  the  charter  was  extended  for  a 
period  of  thirty  years  from  April  15,  1912. 

Dividends  to  Stockholders 

In  the  years  1909  and  1910  the  annual  dividends  paid  to  the 
stockholders  were  12%  per  cent,  and  15  per  cent,  respectively,  in 
1911  and  1912  16  per  cent,  was  paid  in  each  year,  and  in  March, 

1913,  a  quarterly  dividend  of  4  per  cent,  was  declared  payable  in 
April,  1913. 

CapUai  Stock 

An  examination  of  the  stock  ledger  and  stock  certificate  books 
evidenced  the  fact  that  on  June  14,  1913,  there  were  20,000 
shares  of  stock  outstanding  in  the  aggregate  par  value  of 
$1,000,000. 
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THE  HOME  INSUEANCE  COMPANY 

New  York,  N.  Y. 

Examined  on  increase  of  capital  from  surplus  as  of  July  1, 
1913. 

Report  dated  July  18,  1913. 

Examiner:  Charles  11.  Gardner, 

Aaaets 

Mortgage  loans    $21 ,300  00 

Book  value  bf  bonds $16,702,749  76 

Book  value  of  stocks 13,483,297  54 

30,186,047  30 

Cash  in  bank  and  trust  companies 1 ,521 ,432  51 

Agents'  balances  within  90  days 2,620,892  01 

Agents'  balances  over  90  days  due,  etc 230,715  19 

Total  ledger  assets $34,680,387  01 

Non-Ledger  Assets 
Interest  accrued  163,320  74 

Gross  assetfir $34,743,707  75 

Deduct  Assets  Not  Admitted 

Book  value  of  bonds  and  stocks  over  market 

value $2,036,047  30 

Agents'  balances  over  90  days  due,  etc 230,715  19 

Total   2,266,762  49 

Total  admitted  assets $32,476,945  26 


Liabilities 

Unpaid  losses $1,251,569  36 

Unearned  premium  fund 12,748,620  00 

Reinsurance  premiums  due   189,254  29 

Commissions  due   92,276  60 

Reserve  for  taxes  (estimated) 200,000  00 

Reserve  for  miscellaneous  account  due  and  unpaid 100,000  00 

Liabilities  except  capital $14,581,720  26 
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Cwpiial \ $3,000,000  00 

Special  reserve  fund 1 ,500,000  00 

Guaranty  surplus  fund 1,500,000  06 

Surplus,    including    conflagration    reserve    of 
$1,800,000 11,895,225  01 

Surplus  to  policyholders $17,895,225  01 

Total  liabilities $32,476,945  26 


The  figures  entering  into  tlie  above  financial  statement  were 
verified  from  the  company's  books  of  record.  Xo  detailed  exami- 
nation was  made  of  the  several  asset  and  liability  items,  other 
than  a  verification  of  the  item  "  cash  in  bank "  amounting  to 
$1,521,432.51,  and  an  examination  and  personal  count  of  the 
bonds  and  stocks  owned  representing  a  face  value  of  $30,186,- 
047.30. 

The  company's  surplus  on  July  1,  1913,  prior  to  the  proposed 
increase  in  its  capital,  was  $11,895,225.01,  which  sum  does  not 
take  into  account  the  company's  capital  of  $3,000,000  and  its 
special  reserve  and  guarantee  surplus  funds  of  $1,500,000 
respectively. 

The  financial  condition  of  the  company  on  date  of  this  examina- 
tion indicates  an  accumulation  of  sufficient  surplus  funds  to  pro- 
vide for  an  increase  in  its  capital  from  $3,000,000  to  $6,000,000. 

It  was  ascertained  from  correspondence  on  file  with  this  Depart- 
ment that  the  company  has  filed  the  necessary  certificates  in  the 
matter  of  increasing  its  capital.  The  proceedings  taken  in  the 
matter  were  in  accordance  with  the  provisions  of  section  117  of 
the  Insurance  Law.  This  increase  is  a  distribution  of  surplus 
funds  and  is  similar  in  character  to  an  extra  dividend.  There- 
fore, it  would  appear  that  recourse  to  the  requirements  contained 
in  sections  62,  63  and  64  of  the  stock  corporation  law  was  un- 
neeessaiy. 

On  June  10th,  1913,  at  a  regular  meeting  of  the  Board  of  Di- 
rectors resolutions  were  adopted  authorizing  an  increase  in  the 
company's  capital  from  $3,000,000  to  $6,000,000. 

This  increase  in  capital  was  distributed  in  stock  pro  rata  among 
the  stockholders  of  record  on  date  of  Julv  8th,  1913.     Such  dis- 
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tribution  was  made  in  the  proportion  of  one  share  of  new  stock 
for  every  share  of  stock  held  by  each  stockholder  as  recorded  on 
the  books  of  the  company.  An  examination  and  comparison  of 
the  stock  ledger  with  the  new  stock  certificate  books  shows  that 
thirty  thousand  (30,000)  shares  of  new  stock  had  been  issued  pro 
rata  for  thirty  thousand  (30,000)  shares  of  old  stock  each  of  a  par 
value  of  one  hundred  ($100)  dollars. 

As  a  result  of  the  above  action  taken  by  the  directors  of  the 
company,  the  capital  was  increased  from  $3,000,000  to  $6,000,- 
000,  and  the  thirty  thousand  (30,000)  shares  of  stock  outstand- 
ing were  likewise  increased  to  sixty  thousand  (60,000)  shares 
of  a  par  value  of  $100  each. 

This  company  operates  under  the  guaranty  surplus  and  special 
reserve  fund  law.  Prior  to  increasing  capital  such  funds  amounted 
to  $1,500,000  each.  After  the  capital  increase  had  been  effected 
the  two  funds  were  increased  accordingly  to  the  sum  of  $3,000,000 
each,  the  security  representing  the  special  reserve  fund  being  de- 
posited, according  to  law,  with  the  Insurance  Department  at 
Albany. 


INTERNATIONAL    REASSURANCE    COMPANY   Ltd.— 

UNITED  STATES  BRANCH 

Vienna,  Austria 

Verification  of  Capital  Statement  as  of  October  30,  1913. 
Report  dated  November  15,  1913. 
Examiner:     Charles  H,  Gardner. 

This  company  was  authorized  to  conduct  the  business  of  insur- 
ance permitted  under  article  2,  section  70,  subdivisions  2,  3,  4 
(fidelity  and  surety),  5,  6,  7  and  9  of  the  New  York  State  Insur- 
ance Law,  and  was  admitted  in  this  State  through  its  United 
States  branch  on  September  9th,  1911,  William  H.  Sale  being 
duly  appointed  United  States  manager.  The  company  conducted 
a  reinsurance  business  confining  its  operations  to  health  and  acci- 
dent insurance,  having  treaty  contracts  with  various  companies 
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located  in  several  states  of  the  United  States  as  appear  hereafter 
in  this  report.  The  company  determined,  however,  to  discontinue 
the  husiness  of  health  and  accident  insurance,  and  to  .undertake 
the  business  of  fire  insurance.  To  such  end  negotiations  were 
Altered  into  with  the  several  companies  with  which  it  had  health 
and  accident  treaties  to  terminate  the  several  contracts,  and  an 
application  was  made  to  the  Department  for  admission  to  transr 
act  the  business  of  fire  insurance. 

This  examination  was  made  for  the  purpose  of  ascertaining  the 
condition  of  affairs  on  the  company's  application  to  discontinue 
the  business  of  health  and  accident  insurance,  and  for  the  further 
purpose  of  verifying  a  capital  statement  submitted  to  the  Depart- 
ment on  date  of  October  30th,  1913,  on  its  application  to  trans- 
act the  business  of  fire  insurance  in  accordance  with  the  provisions 
of  section  27  of  the  Insurance  Law. 

From  an  investigation  of  the  records  contained  in  the  office  of 
its  United  States  manager,  it  was  found  that  the  company  had* 
taken  the  necessary  steps  looking  to  the  cancellation  of  all  treaty 
contracts,  and  in  addition  thereto  had  also  provided  payment  for 
all  losses  reported,  with  the  exception  of  one  claim  amounting  to 
$1,600,  which  sum  has  been  entered  as  a  liability  in  the  capital 
statement  submitted  by  the  company  and  partictularly  referred  to 
below. 

While  the  cancellation  of  these  contracts  effected  full  release 
in  so  far  as  known  or  existing  liability  is  concerned,  the  terms  of 
the  original  agreements  still  hold  the  company  liable  for  its  pro- 
portion of  losses  sustained  to  date  of  cancellation  of  the  contracts, 
and  on  which  knowledge  of  such  happenings  might  not  on  the 
date  of  the  release  be  known  to  the  direct  writing  company. 

With  the  exception  of  the  treaty  with  the  Massachusetts  Acci- 
dent Company  of  Boston,  the  International  has  in  its  possession 
documents  which  appear  to  be  properly  executed  terminating  all 
treaty  contracts.  There  is,  however,  correspondence  on  file  in  the 
office  of  the  company  indicating  that  the  said  Massachusetts  Acci- 
dent Company  considers  the  reinsurance  agreement  terminated 
as  of  May  1st,  1913.  Attached  to  this  report  are  certified  copies 
of  the  documents  referred  to  above. 
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Following  is  a  li&t  of  the  companies  with  which  the  Interna- 
tional Reassurance  Company  had  reinsurance  agreements,  also  the 
respective  dates  upon  which  the  treaties  took  effect  and  the  dates 
of  cancellation  of  the  same. 

Treaty        Treaty 
Company  Effected      Canceled 

American  Assurance  Co.,  Philadelphia 5/10/12  6/25/13 

Federal  Life  Insurance  Ck).,  Chicago 6/15/12  6/23/13 

Indemnity  Life  &  Accident  Co.,  Minneapolis,  Minn 5/15/12  6/  1/13 

Indemnity  Life  &  Accident  Co.,  Minneapolis,  Minn....  10/10/12  6/  1/13 

Lincoln  National  Life  Insurance  Co.,  Fort  Wayne,  Ind.  9/  1/12  4/15/13 

Maryland  Casualty  Co.,  Baltimore,  Md 11/  1/11  6/30/13 

Massachusetts  Accident  Co.,  Boston 11/15/11  5/  1/13 

North  American  Accident  Insurance  Company,  Chicago, 

111 10/10/12  6/25/13 

Philadelphia  Life  Insurance  Company,  Philadelphia,  Pa.  12/10/11  3/28/13 

Southern  Surety  Company,  St.  Louis,  Mo 9/25/11  12/31/12 

Wisconsin  National  Life  Insurance  Co.,  Oshkosh,  Wis...  10/  2/11  6/  1/13 

Wisconsin  National  Life  Insurance  Co.,  Oshkosh,  Wis.. .  6/19/12  6/  1/13 

A  verification  was  made  of  the  capital  statement  submitted  to 
the  Department  on  the  company's  application  to  transact  the  busi- 
ness of  fire  insurance,  and  as  a  result  thereof  the  financial  con- 
dition of  the  United  States  branch  on  October  30th,  1913,  in 
accordance  with  the  provisions  of  section  27  of  the  Insurance  Law 
was  found  to  be  as  follows : 

Assets 

Description  Par  Value    Market  Value 

N.  Y.  City  Corp.  stock  4s  due  1956 $255,  000    $244,  800 

Cincinnati  Ry.  Terminal  Reg.  S^ts  due 

1966  150,000   133,500 

Cincinnati    Park    Extension    Reg.    3^8 

due  1955 11,000  9,900 

Chicago,   Burlington   &   Quincy   4s   due 

1958  15,000    13,800 

Union  Pacific  R.  R.  48  due  2008 10,000  9,200 

Total  par  and  market  value $441 ,  OOO    $41 1 ,  200      $41 1 ,  200  00 

Cash  on  deposit  with  trustee 100,000  00 

Total  gro&e  assets  in  the  United  States  deposited  with  In- 
surance Departments  and  trustee $511 ,200  00 
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Liabilities 

Unearned  premium  fund $34,854  05 

Unpaid  losses   26, 193  88 

Return  premiums  15,273  30 

Contingent  liability  unadjusted 1 ,  600  00 

Total  liability  in  the  United  States $77,921  23 

Capital  under  section  27  of  the  Insurance  Law 433,278  77 


Total   (being  gross  assets  reported  above) $511,200  00 


The  securities  owned  by  the  company  represent  a  par  value  of 
$441,000.  Of  this  amount  $255,000  is  deposited  with  the  New 
York  Insurance  Department  at  Albany,  $161,000  with  the  In- 
surance Department  of  the  State  of  Ohio,  and  the  balance  $25,000, 
with  the  New  York  Life  Insurance  and  Trust  Company  of  New 
York,  United  States  trustee  of  the  company.  These  securities 
were  verified  in  the  following  manner:  Those  on  deposit  at  Albany 
from  the  records  of  this  Department;  those  on  deposit  with  the 
Ohio  department  from  a  certificate  of  deposit  signed  by  the  Deputy 
Superintendent  of  Insurance  of  said  State;  and  those  held  by  the 
United  States  trustee  from  personal  count  and  examination.  The 
cash  on  deposit  with  said  trustee  was  verified  from  a  bank  certifi- 
cate which  certified  that  on  October  30th,  1913,  $100,000  was  on 
deposit  with  the  New  York  Life  Insurance  and  Trust  Company  of 
New  York. 

The  liabilities  as  set  forth  in  the  foregoing  capital  statement, 
except  the  contingent  liability  of  $1,600,  are  the  result  of  the 
company's  operations  under  two  treaty  contracts  of  fire  insurance 
executed  through  the  homo  office,  one  with  the  National  Union 
Fire  Insurance  Company  of  Pittsburgh,  Pa.,  and  the  other  with 
the  American  Union  Fire  Insurance  Company  of  Philadelphia, 
Pa.  All  correspondence  and  a  detailed  account  of  each  company's 
operations  were  reported  to  the  home  office  direct  There  were  no 
records  in  the  office  of  the  United  States  manager  in  regard  to  any 
business  transacted  by  said  companies  arising  from  such  treaty 

contracts. 

To  ascertain  the  liability  on  account  of  said  contracts,  it  was 
deemed  advisable  to  make  an  investigation  at  the  offices  of  the  two 
reinsuring  companies  in  Pittsburgh  and  Philadelphia.    As  a  re- 
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suit  of  such  investigation  it  was  found  that  on  September  30th, 
1913,  the  liability  due  to  the  transactions  with  the  National 
Union  of  Pittsburgh  was  the  sum  of  $50,468.69.  The  company's 
obligations  resulting  from  its  relations  with  the  American  Union 
of  Philadelphia,  could  not  be  ascertained  with  any  degree  of 
certainty,  for  the  reason  that  the  affairs  of  the  latter  company 
are  in  the  hands  of  a  receiver,  and  its  accounts  at  this  time  will 
not  permit  of  a  complete  audit.  The  liability  of  $25,852.54 
entered  in  the  capital  statement,  however,  would  appear  to  be 
amply  sufficient  to  meet  all  demands  that  may  be  made  upon  it  in 
the  final  adjustment  of  the  accounts 

The  contingent  liability  of  $1,600,  represents  the  maximum' 
amount  this  company  may  be  held  to  be  liable  for  on  the  claim 
against  the  Massachusetts  Accident  Company,  and  which  was  not 
disposed  of  at  the  date  of  this  examination. 


MOSCOW  FIRE  INSURANCE  COMPANY  — UNITED 

STATES  BRANCH 

Moscow,  Russia 

Examined  to  ascertain  condition,  December  31,  1913 
Beport  dated  April  28,  1914. 
Examiner:  Charles  H.  Gardner. 

Assets 

Book  value  of  bonds $1 ,933, 546  71 

Cash  in  bank 93, 825  99 

Premiums  due  —  net  balance  of  account 36,  945  39 

Total  ledger  assets $2, 064,  318  09 

Not^Ledger  Assets 
Accrued  interest  on  bonds 15, 577  89 

Gross  assets $2, 079,895  98 
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Deduct  Assets  Not  Admitted 

Book  value  of  bonds  over  market  value $134, 061  7i 

Admitted  assets $1,945, 834  27 


Liahilities 

Unpaid  loaaes $186, 983  81 

Adjustment  expenses 658  59 

Unearned  premiums  on  year  risks $570, 615  42 

Unearned  premiums  on  term  risks 605 ,  874  1 1 

Total  unearned  premiums 1, 176, 489  53 

Tax  on  premiums  (estimated) 34, 745  32 

Contingent  commissions 17, 258,  72 

Total  amount  of  all  liabilities $1, 416, 135  97 

Deposit  capital $200,000  00 

Surplus    329,  698  30 

Surplus  to  policyholders 529, 698  30 

■ 
Total  liabilities $1,  945, 834  27 

Capital  statement 

The  financial  condition  of  the  United  States  branch  of  the 
company  on  a  capital  statement  basis  on  December  31,  1913,  as 
ascertained  by  this  examination,  was  as  follows : 

Assets 
Securities  deposited  in  insurance 
departments : 

State  of  Neio  York  Par  value    Market  value 

City  of  New  York,  corp.  stock,  4s, 

1955   $200,  000  00      $209,  250  00 

Btate  of  Ohio 
City  of  Cleveland,  reg.,  4s,  1920. .     100,000  00         101,  000  00 

Total  par  and  market  value. .  $300, 000  00      $310,250  00 

$310,250  00 

Securities  held   by   the   United 

States  Trustee: 
Various    municipal    and    R.    R. 
bonds   $1,573,500  00  $1,  489,  235  00 

Total  par  and  market  value.  .$1,573,500  00  $1,  489,235  00 

$1,489,235  00 

Gross  assets  in  the  United  States $1,  799,  485  00 
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Liabilities 

Total  unearned  premiums $1, 176,489  53 

Unpaid  losses    186,983  81 

All  other  liabilities  62,662  63 


Total  liabilities  in  the  United  States $1 ,416, 135  97 

Capital  under  section  27  of  the  Insurance  Law 383,349  03 


Total  (being  the  gross  assets  reported  above) $1,799,485  00 


The  asset  and  liability  items  entering  into  the  financial  state- 
ment as  set  forth  above  have  been  carefully  examined.  The  finan- 
cial condition  of  the  company,  as  reported  in  its  annual  statement 
submitted  to  the  Department  for  the  year  ending  December  31, 
1913,  was  found  to  be  approximately  correct.  In  the  report  of 
this  examination,  the  company's  surplus  as  reported  to  the  Departr 
ment  December  31,  1913,  was  reduced  in  the  sum  of  $9,783.10. 
This  reduction  is  partly  accounted  for  by  an  increase  in  the  com- 
pany's outstanding  loss  account  and  the  adjustment  expenses  in 
connection  therewith,  amounting  to  $2,540.40.  The  balance  of 
$7,258.72  represents  an  additional  amount  due  for  contingent  com- 
mission in  excess  of  the  sum  charged  by  the  company  in  its  annual 
statement. 

The  securities  owned  by  the  company  are  set  forth  in  a  schedule 
attached  hereto,  showing  the  book,  par  and  market  value  of  the 
same. 


NATIONALS    FIRE    INSURANCE    COMPANY  — U.    S. 

BRANCH 

Paris,  France 

Examined  to  ascertain  condition  March  31,  1914. 

Heport  daied  June  19,  1914. 

Examiner:  Bichard  A.  Elmer. 

The  Nationale  Fire  Insurance  Company  was  founded  and  au- 
thorized by  Royal  ordinance  February  11,  1820,  under  the  title 
of  the  "  Compagnie  Royale  d'Assurances  contre  I'incendie."  On 
the  17th  of  May,  1849,  the  charter  of  the  company  was  extended 
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and  the  company  was  authorized  to  assume  the  title  of  "  La 
NationaJe  Compagnie  d' Assurances  a  primes  coiitre  Tinccndie." 
On  the  19th  of  May,  1887,  the  company  was  converted  into  a  joint 
stock  company  to  conform  with  the  Laws  of  1867,  under  the  title 
of  "  La  Rationale  Compagnie  anonyme  d'assurances  centre  I'in- 
cendie  et  les  explosions."  At  the  present  time  the  company  is 
operating  in  the  following  countries :  France,  Tunisia,  Belgium, 
Switzerland,  Holland,  Italy,  Spain,  Egypt  and  the  United  States. 

The  company  entered  the  United  States  in  1910  under  the  pro- 
visions of  section  27  of  the  Insurance  Law  of  the  State  of  Xew 
York,  making  the  statutory'  deposit  with  the  Superintendent  of 
Insurance  of  the  said  State  and  appointing  the  Bankers  Trust 
Company  of  Xew  York  the  United  States  trustee.  The  corpora- 
tion of  Starkweather  &  Shepley  was  appointed  United  States 
manager. 

The  United  States  manager  conducts  the  affairs  of  the  company 
in  the  L'nited  States  in  accordance  with  the  instructions  contained 
in  a  letter  from  the  foreign  manager,  dated  May  14,  1912. 

The  essential  features  of  the  said  letter  are  as  follows : 

(a)  The  manager  is  given  fuU  power  to  represent  the  company  in  the 

United  States. 

(b)  The  underwriting  territory  is  indicated,  definite  instructions  given 

in  regard  to  maximum  Unes  and  certain  classes  of  risks 
prohibited. 

(c)  The  power  to  collect  all  premiums  and  a  provision  that  the  debit 

balances  of  the  monthly  accounts  are  to  be  deposited  with  the 
Industrial  Trust  Company  of  Providence,  R.  I.,  in  the  name  of 
the  company  within  three  months. 

(d)  That  whenever  the  balance  in  the  said  trust  company  exceeds  the 

sum  of  $30,000,  the  excess  is  to  be  withdrawn  and  deposited 
with  the  Bankers  Trust  Company  of  Xew  York. 

(e)  That,  according  to  an  agreement  existing  between  the  Xationalc 

Phenix  and  Abeille  Fire  Insurance  Companies  of  Paris,  France, 
the  United  States  manager  is  directed  to  cede  three-eighths  of  the 
business  written  in  the  United  States  by  the  Nationale  to  the 
Phenix  and  two-eighths  to  the  Abeille,  and  to  assume  three- 
eighths  of  the  business  written  by  the  Phenix. 

(f)  Bordereaux  of  premiums  written  and  cancelled,  reinsurance  ceded 

and  cancelled  and  losses  incurred  and  paid  are  to  be  forwarded 
to  the  home  office  wockly  and  a  general  account  each  month. 
Statistics  are  also  requircnl  at  the  end  of  each  year,  showing  the 
results  of  the  operations  in  the  United  States, 
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(g)  The  United  States  manager  is  to  pay  all  expenses  in  connection 
with  conducting  the  business,  with  the  exception  of  loss  adjust- 
ment expenses,  state  and  city  taxes,  patrol  and  local  board  taxes 
and  the  fees  of  the  trustees. 

(h)  As  a  remuneration  for  the  said  services  and  disbursements,  the 
United  States  manager  is  to  receive  a  commission  of  33%,  based 
on  the  net  premium  income. 

(i)  It  is  also  provided  that  the  Insurance  Commissioner  of  the  State 
of  Rhode  Island  shall  be  "requested  to  verify  the  accounts  of  the 
company  and  submit  an  official  report  on  the  said  verifications. 

Capital  Statement 

The  financial  condition  of  the  company  on  March  31,  1914, 
under  the  capital  statement  requirements,  as  provided  for  in  sec- 
tion 27  of  the  Insurance  Law  of  the  State  of  New  York,  was  found 
to  have  been  as  follows : 


Assets 

Par  Market 

value  value 

Securities  deposited  with  Insurance  Departments 

or  with  chief  financial  officers  in  the  various 

States  of  the  United  States $351,000  $345,570 

Securities  vested  and  held  in  the  United  States 

by  Trustees 220,000  193,600 

Total  gross  assets  in  the  United  States  deposited  with 
Insurance  Departments  and  Trustees $539,170 


Liabilities 

Unpaid  losses $41,858  47 

Unearned  premium  reserve 216,987  25 

All  other  liabilities  (excluding  commissions  and  brokerage) . . .  2,500  00 

Total  Liabilities $261,345  72 

Capital  under  §  27  of  the  Insurance  Law 277,824  28 

Total  (being  the  aggregate  assets) $539,170  00 


General  Statement 

The  financial  condition  on  March  31,  1914,  under  the  general 
form  of  statement  was  found  to  have  been  as  follows : 
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Ledger  Assets 

Book  value  of  bonds $534,610  00 

Deposited  with  trust  companies 97,606  29 

Agents'   balances,  representing  business  written 

subsequent  to  January  1,  1914 $112,351  14 

Agents'   balances,  representing  business  written 

prior  to  January  1,  1914 6,882  15 

Balances  due  from  reinsuring  companies 38,271  54 

$157,504  83 
Deduct  balances  due  reinsuring  companies 84,135  38 

Net  balances 73,360  45 

Philadelphia  Underwriters  deposit 100  00 

Total  Ledger  Asseti $705,685  74 

Non-Ledger  Assets 

Accrued  interest $7,733  32 

Undivided  interest  in  cash  held  by  the  Phenix  and 

due  the  Nationale 8,705  70 

Market  value  of  bonds  over  book  value 4,560  00 

$20,999  02 

Gross  Assets $726,684  76 

Deduct  Assets  Not  Admitted 

Agents'  balances,  representing  business  written  prior  to  Janu- 
ary 1,  1914 6,882  15 

Total  Admitted  Assets $719,802  61 


Liabilities 

Gross  amount  of  unpaid  losses $106,154  95 

Deduct  admitted  reinsurance 64,296  48 

Net  amount  of  unpaid  lossei $41,858  47 

Unearned  premium  reserve 216,987  25 

Due  for  commissions 14,935  55 

Estimated  amount  accrued  for  taxes,  expenses,  etc 2,500  00 

Undivided  interest  in  cash  held  by  the  Nationale  and  due  the 

Phenix  and  Abeille 4,340  13 

ToUl $280,621  40 
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Minimum  Deposit  Capital $200,000  00 

Surplus 239,181  21 

Surplus  to  policyholders $430 ,  181  21 

Total  Liabilities $719,802  61 

Securiltes  Owned 

The  securities  deposited  with  the  various  States  were  verified 
by  means  of  certificates  obtained  from  the  proper  State  officials. 
It  will  be  noted  that  the  securities  deposited  with  the  States  of 
Xew  York  and  Ohio  are  held  for  the  protection  of  all  the  policy- 
holders of  the  company,  and  that  the  securities  deposited  with  the 
States  of  Georgia  and  Virginia  aie  special  deposits  and  are  not 
held  for  the  protection  of  all  the  policyholders  in  the  United 
States. 

The  securities  vested  and  held  by  the  United  States  trustee,  the 
Bankers  Trust  Company  of  Xew  York,  were  examined  and  veri- 
fied at  the  office  of  the  said  trust  company  in  the  City  of  Xew 
York. 

A  schedule  of  all  the  securities  owned,  giving  the  book  and  par 
values  and  the  market  value  as  of  March  31,  1914,  is  as  follows: 

Securities  Deposited  in  Insurance  De- 
partments or  toith  Chief  Financial 
Officers  in  Various  States  of  the 
United  States: 

State    of    New    York:      City    of    X.    V.  ^^^i"  ^^-  ^-*f« 

Corparate  Stock,  4%,  195ri $190,000         $200,000         $194,000 

1056 15,200  16,000  15,520 

State  of  Ohio:     City  of  Cleveland  Water 

Works,  4%,  1940 100,000  100,000  103,000 

State  of  Georgia:  City  of  Atlanta  Re- 
demption, 4%,  1920 9,730  10,000  9,800 

State   of  Virginia:      City   of  Richmond 

Public  Imp.,  4%,  1943 24,680  25,000  23,250 

Securities  Vested  and  Held  in  the  United 
States  by  Trustees: 

Bankers  Trust  Company  of  New  York 
(Trustee)— X.  Y.  C.  &  H.  R.  R. 
Lake  Shore  Collateral,  3^%,  1998. . .         81,000  100,000  82,000 

Southern  Pac.  R.  R.  Ist  Refunding,  4%, 

1^5'' 114,000     120,000     111,600 


$534,610    $571,000    $639,170 


^^ 
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Cash  Deposited  in  Trust  Companies 

The  moneys  deposited  in  tnist  companies  consists  of  an  motive 
or  drawing  account  with  the  Industrial  Trust  Company  of  Provi- 
dence, K.  I.,  and  an  account  with  the  Bankers  Trust  Company  of 
New  York.  The  balances  as  of  Afarch  31,  1914,  in  the  said  trust 
companies  were  verified  in  the  customary  manner  and  reconciled 
with  certificates  from  the  banking  institutions. 

As  previously  noted  in  this  report,  the  reinsuring  arrangements 
provide  that  three-eighths  of  the  business  written  be  ceded  to  the 
Phenix  and  two-eighths  to  the  Abeille,  and  in  return  the  Rationale 
is  to  assume  three-eiffhths  of  the  business  written  bv  the  Phenix. 
The  remittances  from  the  agents  of  the  Xationale  are  deposited 
in  the  Industrial  Trust  Company  to  the  credit  of  the  Rationale, 
and  are  not  distributed  to  the  accounts  of  the  various  companies 
in  accordance  with  each  company's  proportion  of  the  business  writ- 
ten. The  letter  of  instruction,  however,  provides  that  whenever 
the  balance  in  the  Industrial  Trust  Company  shall  exceed  the  sum 
of  $30,000,  the  excess  shall  be  deposited  each  month  in  the  Bank- 
ers Trust  Company  of  K'ew  York  to  the  credit  of  each  company 
in  its  proportionate  part. 

As  a  result  of  these  arrangements,  Phenix  and  Abeille  have 
each  a  certain  interest  in  the  account  of  the  Rationale  in  the  In- 
dustrial Trust  Company,  and  the  Xationale,  under  the  same  con- 
dition of  affairs,  has  an  interest  in  the  account  of  the  Phenix. 

In  order  to  adjust  these  accounts  in  the  foregoing  financial 
statement,  the  total  balance  has  been  allowed  as  a  ledger  asset, 
there  has  been  charged  as  a  liability  the  interest  in  the  account 
owned  by  the  Phenix  and  Abeille,  and  there  has  been  credited  as 
a  nonledger  asset  the  interest  owned  by  the  Xationale  in  the  ac- 
count of  the  Phenix. 

Balances  Due  Company 

The  ledger  accounts  of  the  company,  in  so  far  as  the  premiums 
written  and  cancelled  and  the  reinsurance  effected  and  cancelled 
are  concerned,  are  on  a  written  basis,  while  the  losses,  commis- 
sions and  expense  items  are  on  a  paid-for  basis.  The  balances 
of  these  accounts,  therefore,  contain  the  premiums  receivable 
from  or  payable  to  tho  agents  and  reinsuring  companies  on  ^ 
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written  basis,  including  the  losses,  commissions  and  expenses 
actually  paid  or  received.  The  net  balance  due  the  Nationale  on 
March  31, '1914,  according  to  these  accounts,  amounted  to  the 
sum  of  $73,369.45,  and  this  amount  has  been  reported  in  the 
foregoing  financial  statement  as  a  ledger  asset 

As  this  net  balance  contains  no  charge  for  commissions  due,  it 
was  necessary,  in  order  to  ascertain  the  amount  of  this  liability, 
to  analyze  the  accounts  with  the  agents  and  reinsuring  compa- 
nies. From  these  sources  the  amounts  due  to  and  by  the  com- 
pany for  premiums  were  ascertained,  and  as  the  commissions  on 
both  premiums  assumed  and  ceded  are  at  a  fixed  rate,  a  charge  of 
33  per  cent,  of  the  net  premium  balance  has  been  reported  as  a 
liability  on  account  of  commissions  due. 

Balances  Over  Ninety  Days  Due 

As  previously  noted  in  this  report,  an  agreement  exists  between 
the  company  and  the  United  States  manager  to  the  effect  that  all 
agency  balances  shall  be  paid  within  ninety  days. 

From  an  examination  of  the  agency  accounts,  it  was  found 
that  an  amount  equal  to  all  the  net  balances  due  prior  to  January 
1,  1914,  had  been  paid  to  the  company  by  March  31,  1914. 
IIowe\'er,  an  analysis  of  the  balances  due  the  company  on  March 
31,  1914,  amounting  to  the  sum  of  $119,233.29,  showed  that  the 
said  balances  contained  certain  premiums  on  policies  written 
prior  to  January  1,  1914,  and  consequently  over  ninety  days 
due.  As  section  118  of  the  Insurance  Law  of  the  State  of  Xew 
York  provides  that  on  examination  there  shall  be  allowed  as 
assets  only  "  unpaid  premiums  on  policies  written  within  three 
months,"  the  above-mentioned  premiums  over  ninety  days  due, 
amounting  to  the  sum  of  $6,882.15,  have  been  deducted  as  a  not 
admitted  asset. 

Unearned  Premium  Reserve 

m 

The  resene  records  of  the  company  are  kept  by  yearly  expira- 
tions, and  it  is  only  on  December  31st  of  each  year  that  the  re- 
serve can  be  definitely  ascertained  on  a  50  per  cent,  basis  from 
the  said  records. 
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In  examining  the  reserve  as  of  December  31,  1913,  it  was 
found,  that  certain  clerical  errors  had  been  made  and  there  had 
not  been  included  the  premiums  written  in  advance  (t.  e.,  pre- 
miums on  policies  dated  in  1914),  although  the  said  premiums 
had  been  included  in  the  agency  balances.  It  was  also  found  that 
through  error  the  company  had  taken  credit  for  reinsurance  in 
certain  companies  not  authorized  to  transact  business  in  the  State 
of  New  York.  By  adjusting  these  various  discrepancies,  the  re- 
serve as  of  December  31,  1913,  was  increased  to  the  sum  of 
$203,362.00  and  for  the  purpose  of  this  examination  an  estimate 
based  on  the  premiums  written  during  the  first  three  months  of 
1914  was  used  to  obtain  the  reserve  figure  of  $216,987.25  re- 
ported in  the  foregoing  financial  statement 

Surplus  to  Policyholders 

The  surplus  to  policyholders  reported  by  the  company  in  its 
statement  for  the  quarter  ended  March  31,  1914,  amounted  to  the 
sum  of  $441,924.67,  while  the  surplus  shown  in  the  foregoing 
financial  statement  *is  $439,181.21,  a  decrease  of  j$2,743.46. 
This  difference  is  accounted  for  in  the  following  items: 

Gain  in  Lou  in 

twr^pluB  turplua 

Agents'  balances  over  ninety  days  due $6,  S82  15 

Undivided  interest  in  cash  .held  by  the  Phenix  and 

due  the  Nationale $8, 706  70     

Market  value  of  bonds  over  book  value 4,  560  00     

Unpaid  losses 2, 377  85 

Premium  reserve 11, 482  74 

Undivided  interest  in  cash  held  by  Nationale  and 

due  Phenix  and  Abeille 4,340  13 

Ck>mmiBsions  and  expenses  due  or  accrued 0,  073  71     


$22,  339  41         $25,  082  87 
Decrease  in  surplus 2, 743  46     


$25,082  87        $25,082  87 


Annual  and  Quabtebly  Statements 

The  company  maintains  an  accounting  system  that  is  adequate 
to  its  needs,  and  the  books  and  records  are  well  kept,  but  there 
appears  to  be  tome  confufion  in  compiling  the  annual  and  quar- 
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terly  statements  submitted  to  this  Department.  Attention  is 
called  to  the  following  items  appearing  in  the  annual  statement 
for  the  year  ended  December  31,  1913 : 

On  page  5,  line  21,  the  following  liability  was  reported: 

"Reinsurance  and  return  premiums  due  other  companies..     $65,659  86" 

This  charge  was  in  error,  a^  under  the  company's  method  of  ac- 
counting no  such  liability  existed  on  the  said  date.  In  explana- 
tion of  this  item  it  appears  that  the  balance  due  to  the  Phenix  and 
Abeille,  amounting  to  $97,999.78,  less  the  commission  of  33  per 
cent.,  was  the  aforesaid  $65,659.86.  This  balance,*  however,  (the 
$97,999.78)  had  been  deducted  from  the  balance  due  the  Rationale, 
and  the  net  amount  only  reported  as  a  ledger  asset. 

The  account  was  made  up  as  follows : 

Balances  due  from  Starkweather  &  Shepley $1  IS, 848  70 

Balances  due  from  Phenix 38,331  85 

$157,180  55 

*  Deduct  balances  due  Phenix  and  Abeille 97,999  73 

■ 
Net  balance  reported  as  ledger  asset  (page  4,  line  8) $59,180  77 


It  will  be  seen  from  the  foregoing  that  the  asset  item  of  agents' 
balances  had  been  decreased  by  the  full  amount  of  the  balances  due 
the  reinsuring  companies,  and  it  was  therefore  incorrect  to  set  up 
any  further  liability  on  such  account. 

On  page  5,  line  19,  the  following  liability  was  reported: 


(( 


Contingent  commissions  due  or  accrued $19,529  66  '* 


This  item  purports  to  be  the  liability  due  for  commissions,  and 
represents  33  per  cent  of  the  net  balance  of  $59,180.77  reported 
on  page  4,  line  8.  This  method  of  treatment  is  incorrect,  for  the 
reason  that  the  said  balances,  as  previously  explained,  contain,  in 
addition  to  premiums,  losses  and  expense  items. 

On  page  4,  line  7,  cash  deposited  with  the  Industrial  Trust  Com- 
pany was  reported  in  full  as  an  asset,  notwithstanding  the  fact,  as 
previously  explained  in  this  report,  that  certain  portions  of  such 
funds  were  the  property  of  the  Phenix  and  Abeille, 
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In  connection  with  the  foregoing,  it  is  respectfully  recommended 
that  the  company  be  advised,  in  making  future  reports  to  this  De- 
partment, to 

(a)  Report  the  actual  cash  owned. 

(b)  Ascertain  and  deduct  the  agents'  balances  over  ninety  dayei  due. 

(c)  Correct  the  errors  noted  in  this  report  on  the  compilation  of  the 

premium   reserve. 

(d)  Ascertain  and  report  the  correct  liability  due  for  commissions. 

It  would  also  appear  advisable,  in  view  of  the  close  reinsuring 
arrangements  among  the  Nationale,  Phenix  and  Abeille,  that  the 
accounts  be  closed  and  a  settlement  be  made  between  the  various 
companies  at  least  once  a  year. 


NORD-DEUTSCHE  INSUEANOE  COMPANY  —  UNITED 

STATES  BRANCH 

Hambubg,  Germany 

Examined  to  ascertain  condition  March  31,  1913.  , 

Report  dated  June  12,  1913. 
Exarmner:  Charles  H.  Gardner. 

Assets 

Book  value  of  bonds $717,936  88 

Cash  in  office 68  91 

Cash  in  banks 70,798  03 

Agents'  balances  within  90  days 120,614  06 

Agents'  balances  over  90  days 14, 647  82 

Uncollected  premiums 1 ,648  71 

Total  ledger  assets $925,714  41 

Non-Ledger  Assets 

Interest  accrued $9,343  69 

Reinsurance  due  on  losses  paid 5,163  05 

Total   14,506  74 


Gross  assets $940,221  15 
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Deduct  Assets  Not  Admitted 

Book  value  of  bonds  over  market  value $21,036  88 

Agents'  balances  over  90  days 14,  647  82 

Reinsurance  due  on  loss  paid  unadmitted  com- 
panies    594  01 

$36,278  71 


Total  admitted  assets $903,942  44 


Liabilities 

Gross  unpaid  losses $58, 381  92 

Less  reinsurance 14, 776  97 


Net  amount  of  unpaid  losses 43, 504  95 

Unearned  premiums  —  one  year  risks $215,793  10 

Unearned  premiums  —  term  risks 148,  946  47 

Total  unearned  premiums 364, 738  57 

Salaries  and  expense  bills 1 ,570  91 

Tax  on  premiums  (estimated ) 3, 500  00 

Commissions,  brokerage,  etc 250  00 

Reinsurance  premiums  due 46, 938  80 


Total  amount  of  liability,  except  capital $460,  503  23 

Capital $200,000  00 

Surplus  243,  439  21 


Surplus  to  policyholders 443, 439  21 


Total  liabilities $903, 942  44 


Capital  Statement 
The  finaiueial  condition  of  the  United  States  branch  of  the  com- 
pany on  a  capital  statement  basis  on  March  31,  1913,  as  ascer- 
tained by  this  examination  was  as  follows : 

Assets 
Securities  deposited  in  insurance  departments  or  with  chief 
financial  officers  in  various  States: 

Par  Value    Market  value 
Bonds $303, 000  00      $298,  700  00 


Total  market  value $298,700  00 

All  other  assets  vested  and  held  in  the  United  States  by 
trustees : 

Par  Value    Market  value 
Bonds $425.  000  00      $398,200  00 


Total  market  value 398, 200  00 


Total  gross  assets  in  the  United  States  deposited  with 

insurance  departments  and  trustees $696, 900  00 
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LiabilitieM 

Unearned  premiums $364,  738  57 

Unpaid  losses 43,  504  95. 

All  other  liabilities 52,259  71 

Total  liabilities  in  the  United  States $460,503  23 

Capital  under  section  27  of  the  Insurance  Law 236,  396  77 

Total   (being  gross  assets  reported  above) $696, 900  00 


The  Nord-Deutflche  Insurance  Company,  of  Hamburg,  Ger- 
many, was  admitted  to  transact  business  in  the  state  of  New  York 
through  its  United  States  branch  in  July,  1911.  Mr.  Joseph  H. 
Lenehan  was  appointed  United  States  manager  of  the  company 
at  such  time,  and  the  Farmers  Loan  &  Trust  Company,  of  New 
York,  also  qualified  as  its  United  States  trustee,  in  accordance 
with  the  provisions  of  section  27  of  the  Insurance  Law. 

Prior  to  January  1,  1913,  Mr.  J.  H.  Lenehan,  United  States 
manager,  had  the  affairs  of  the  company  transacted  by  the  office 
and  field  force  of  Fred  S.  James  &  Co.,  New  York,  at  123  William 
street,  in  accordance  with  a  contract  between  that  firm  and  the 
head  office  of  the  company  in  Hamburg,  Germany.  After  said 
date,  however,  this  contract  was  discontinued  by  mutual  consent 
and  Mr.  J.  H.  Lenehan  established  a  separate  office  and  field  force 
for  the  company  and  moved  the  United  States  branch  to  the  sixth 
floor  of  123  William  street,  New  York  city. 


NORTH  RIVER  INSURANCE  COMPANY 

New  Yoek,  N.  Y. 

Examined  on  increase  of  capital. 
Report  dated  October  23,  1913. 
Examiner:  Charles  H.  Gardner. 

Pursuant  to  a  resolution  of  the  board  of  directors  of  the  North 
River  Insurance  Company,  of  New  York,  a  special  meeting  of 
the  stockholders  of  said  company  was  held  at  the  offices  of  the 
company.  No.  95  William  street.  New  York,  on  the  7th  day  of 
August,  1913.     At  such  meeting  a  resolution  was  passed  to  in- 
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crease  the  capital  stock  from  the  present  amount  thereof,  namely, 
three  hundred  and  fifty  thousand  dollars  ($350,000),  consisting 
of  fourteen  thousand  (14,000)  shares  of  the  par  value  of  twenty- 
five  dollars  ($25)  each,  to  five  hundred  thousand  dollars  ($500,- 
000),  to  consist  of  twenty  thousand  (20,000)  shares  of  the  par 
value  of  twenty-five  dollars  ($25)  each. 

Resolutions  were  also  passed  authorizing  the  officers  of  the 
company  to  offer  to  the  stockholders  of  record  on  date  of  August 
14,  1913,  the  right  to  subscribe  to  the  new  issue  at  the  rate  of 
150  per  cent,  of  the  par  value  of  each  share. 

It  is  indicated  from  the  following  list  of  documents,  certified 
copies  of  the  originals  being  annexed  to  this  report,  that  the  pro- 
ceeding taken  by  the  company  to  increase  its  capital  stock  were 
in  manner  and  form  as  by  law  provided,  viz. : 

Transcript  of  the  minutes  of  the  meeting  of  the  board  of 
directors. 

Transcript  of  the  minutes  of  the  meeting  of  the  stockholders. 

Notice  of  newspaper  publication. 

Superintendent  of  Insurance,  State  of  Ne,w  York,  approval  in 
accordance  with  the  provisions  of  section  64  of  the  Stock  Cor- 
porations Law. 

Certificate  of  increase  of  capital  certified  by  county  clerk. 

Certificate  of  increase  of  capital  certified  by  Secretary  of  State. 

Now,  therefore,  I  do  hereby  certify  and  report,  under  oath,  as 
result  of  said  examination,  that  the  sum  of  two  hundred  and 
twenty-five  thousand  dollars  ($225,000),  the  increased  capital 
and  surplus  of  this  company,  representing  six  thousand  (6,000) 
shares  at  thirty-seven  and  50/100  ($37.50)  per  share,  was  on 
October  11,  1913,  on  deposit  in  bank  to  the  credit  of  the  company. 
Annexed  to  this  report  is  a  bank  certificate  received  from  the 
People's  National  Bank  of  Hackensack,  New  Jersey,  evidencing 
such  deposit. 

Annexed  to  this  report  is  a  schedule  setting  forth  the  names  of 
the  new  subscribers,  also  the  numl)er  of  shares  subscribed  and 
paid  for  in  cash,  with  the  various  dates  of  such  payments. 

Also  attached  hereto  is  an  affidavit  of  the  president  and  secre- 
tary of  the  company,  to  the  effect  that  the  sum  of  two  hundreil 
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and  twenty-five  thousand  dollars  ($225,000),  representing  the 
increased  capital  and  surplus,  has  been  paid  in  in  cash,  and  that 
the  proceedings  taken  conformed  in  all  respects  with  the  require- 
ments of  the  statute. 


PACIFIC    FIRE    INSURANCE    COMPANY    AND    THE 
GREENWICH   INSURANCE   COMPANY 

New  York,  N.  Y. 

Examined  an  merger. 

Report  dated  December  24,  1913. 

Examiner:  Charles  E.  Woodman. 

Whereas,  The  undersigned,  Charles  E.  Woodman,  a  disinterested 
person  specially  appointed  for  the  purpose  by  the  Superintendent 
of  Insurance,  having  made  an  examination  of  the  Pacific  Fire 
Insurance  Company,  of  New  York,  and  The  Greenwich  Insurance 
Company,  of  New  York,  as  of  the  close  of  business  on  date  of 
September  30,  1913,  as  appears  in  a  report  on  examination  of 
both  corporations  annexed  hereto;  and 

Whereas,  The  said  corporations,  being  domestic  fire  insurance 
companies,  having  taken  proceedings  to  merge  into  one  corporation 
under  the  name  of  the  Pacific  Fire  Insurance  Company  of  New 
York,  and  to  become  vested  by  such  merger  with  all  the  assets 
and  assume  all  the  liabilities  of  the  above  named  merging  cor- 
porations; 

Now,  Therefore,  I  do  hereby  certify  and  report  under  oath 
that  the  said  examinations  show  said  corporations  at  the  close  of 
business  on  date  of  September  30,  1913,  to  have  been  in  possession 
of  total  admitted  assets  in  the  sum  of  one  million  two  hundred  and 
sixty-two  thousand  two  hundred  and  fifty-one  dollars  and  twenty- 
one  cents  ($1,262,251.21),  and  to  have  liabilities  except  capital 
amounting  to  six  hundred  and  eighteen  thousand  seven  hundred 
and  seven  dollars  and  ninety-seven  cents  ($618,707.97),  as  par- 
ticularly set  forth  in  a  combined  financial  statement,  and  as  fur- 
ther shown  in  separate  financial  statements  of  both  corporations 
hereto  annexed. 
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I  hereby  further  certify  that  the  stockholders  of  both  companies 
at  meetings  duly  called  for  such  purpose,  in  accordance  with  the 
provisions  of  statute,  ratified  by  the  required  vote  the  terms  of 
the  merger  agreement;  as  evidenced  by  the  attached  document, 
being  a  copy  of  agreement  containing  copy  of  charter,  signed  by 
the  president  and  secretary  of  each  corporation  and  affidavits  of 
the  secretary  of  each  corporation  that  the  annexed  agreement  of 
merger  or  consolidation  was  assented  to  by  vote  of  the  board  of 
directors,  and  has  been  approved  by  the  votes  of  stockholders  own- 
ing at  least  two-thirds  of  the  stock  of  each  corporation.  Such 
agreement  in  so  far  as  affected  the  transfer  of  stock  being  as 
follows,  viz. : 

Each  share  of  the  stock  of  the  Pacific  Fire  Insurance  Company 
on  surrender  thereof  shall  be  entitled  to  142.20  per  centum  shares 
of  stock  of  new  corporation. 

Each  share  of  the  stock  of  The  Greenwich  Insurance  Company 
on  surrender  thereof  shall  be  entitled  to  57.80  per  centum  share  of 
stock  of  new  corporation. 

I  hereby  further  certify  that  the  above  basis  of  stock  inter- 
change is  upon  a  trade  basis,  and  that  on  the  basis  of  statutory 
assets  and  liabilities  (assuming  the  same  equity  of  30  per  cent 
in  the  reserve  for  unearned  premiums),  each  share  of  Pacific  Fire 
Insurance  Company  stock  would  be  entitled  to  142.0738  per 
centum,  and  each  share  of  The  Greenwich  Insurance  Company 
stock  to  57.9262  per  centum  shares  of  stock  in  the  new  corporation. 

Combined  Firuincial  Statement 

Assets 

Book  value  of  bonds $580,  471  32 

Book  value  of  stocks 5G9,  689  59 

$1,150,160  91 

Cash  in  company's  office 5, 387  92 

Deposits  in  trust  companies  and  banks 17,  303  44 

Agents'  balances  within  90  days 114, 288  15 

Agents'  balances  over  90  days 7, 183  94 

Balance  due  from  Stuyvesant  Insurance  Com- 
pany within  90  days 9,  914  09 

Balance  due  from  Stuyvesant  Insurance  Com- 
pany over  90  days 2,285  64 
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Balance  due  from  Pacific  Underwriters  within 
DO  days   $15, 113  79 

Balance  due  from  Pacific  Underwriters  over  90 
days  517  38 

Total  ledger  assets $1,322, 155  26 

'Non-Ledger  Assets 

Interest  accrued  on  bonds $8, 937  75 

Interest  accrued  on  bank  balance 83  93 

Reinsurance  on  paid  losses 4,  429  41 

Salvage  received  on  paid  losses 506  73 

13,957  82 

Gross  assets $1 ,  336, 113  08 

Deduct  Assets  Not  Admitted 

Book  value  of  bonds  and  stocks  over  market 
value $63,  874  91 

Agents'  balances  over  90  days 7, 183  94 

Balance  due  from  Stuyvesant  Insurance  Com- 
pany over  90  days 2,  285  64 

Balance  due  from  Pacific  Underwriters  over  90 
days  517  38 

73,861  87 

Total  admitted  assets $1,  262, 251  21 

Liahilities 

Gross  amount  of  unpaid  losses $16*5, 493  82 

Less  reinburance 16,  570  64 

Net  amount  of  unpaid  losses $148, 923  18 

Gross  premiums  less  reinsurance  on  unexpired 
one  year  risks,  $640,722.91 ;  pro  rata  rate  un- 
earned         $337,821  54 

Gross  premiums  less  reinsurance  on  unexpired 

term  risks,  $208,433.87 ;  unearned 107,  433  80 

Total  unearned  premiums 445, 255  34 

Adjustment  expenses '. 2, 1 14  27 

Accrued  taxes 6, 750  00 

Bills  payable   16,  000  00 

Interest  on  same 513  33 

Old  stockholders'  account 151  85 

Capital  stock  $400,000  00 

Surplus  over  all  liabilities 243, 543  24 

Surplus  as  regards  policyholders 643,  543  24 


$1,262,251  21 
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Pacific  Fire  Insurance  Company 

Assets 

Book  value  of  bonds $372,926  20 

Book  value  of  stocks 462,015  21 


$834,941  41 

Cash  in  company's  office 328  86 

Deposits  in  trust  companies  and  banks 4,029  92 

Agents*  balances  within  90  days 75,479  06 

Agents'  balances  over  90  days 7 ,  183  94 

Balances  due  from  Stuyvesant  Insurance  Co. 

within  90  days 9,914  09 

Balances  due  from   Stuyvesant  Insurance  Co. 

over  90  days , 2,285  64 

Balances  due  from  Pacific  Underwriters  within 

90  days 7,556  90 

Balances  due  from  Pacific  Underwriters  over 

90  days 258  69 


Total  ledger  assets $941,978  61 

Non-Ledger  Assets 

Interest  accrued  on  bonds $6,877  25 

Reinsurance  on  paid  losses 3, 152  62 

Salvage  received  on  paid  losses 506  73 

^  9,536  60 


Gross  assets $951,  515  11 

< 

Deduct  Assets  Not  Admitted 

Book  value  of  bonds  and  stocks  over  market 

value    $53,881  41 

Agents'  balances  over  90  days 7, 183  94 

Balances  due  from  Stuyvesant  Insurance  Co. 

over  90  days 2,285  64 

Balances  due  from  Pacific  Underwriters 258  69 


63,609  68 


Total  admitted  assets  $887,905  43 


Liabilities 

Gross  amount  of  unpaid  losses $1 10,536  80 

Less   reinsurance    14,960  75 


(Net  amount  of  unpaid  losses $95,676  05 

Gross  premiums,  less  reinsurance  on  unexpired 

one  year  risks  $443,517.64  pro  rata  unearned      $231,784  55 

Gross  premiums  less  reinsurance  on  unex- 
pired term  risks  $167,956.90  unearned 79,628  34 


Total  unearned  premiums 311 ,412  89 
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Adjustment  expenses $1 ,534  99 

Accrued  taxes  5,260  00 

Bills  payable 15,000  00 

Interest  on  loan  613  33 

Capital  stock $200,000  00 

Surplus  over  all  liabilities 258,618  17 

Surplus  a&  regards  policyholders 458,618  17 


$887,905  43 


On  April  24,  1912,  the  Pacific  Fire  Insurance  Company  en- 
tered into  an  agreement  with  The  Greenwich  Insurance  Company 
to  issue  jointly  a  policy  under  the  name  of  Pacific  Underwriters, 
half  of  the  liability  thereunder  being  assumed  by  each  company. 
The  assets  and  liabilities  arising  through  the  issuing  of  these 
policies  have  been  embodied  in  the  forgoing  financial  statement 
in  proportion  to  the  terms  of  the  agreement. 

The  statement  submitted  to  the  department  by  the  company  on 
September  30,  1913,  reported  a  surplus  of  $291,978.02,  while 
this  examination  shows  a  surplus  of  $258,618.17.  The  reduction 
in  surplus  amounting  to  $33,359.85  is  accounted  for  by  the  fol- 
lowing changes: 

Changes  in  Company's  Surplus 

Increase 
$1,482  80 


Decrease 


Market  value  of  bonds 

Reduction    in    balance    due    from    Stuyvesant 

Ins.   Co 

Error  in  balance  of  Pacific  Underwriters 

Agents'  balance  over  90  days 

Balance  of  Stuyvesant  Ins.  Co.  over  90  days . . . 
Balance  of  Pacific  Underwriters  over  90  days . . 

Accrued  interest  on  bonds 

Reinsurance  on  paid  losses 

Salvage  received  on  paid  losses 

Increase  in  unpaid  losses 

Increase  in  unearned  premiums 

Adjustment  expenses 

Accrued   taxes    

Interest  on  loan  


$3,705  29 

03 

7,183  94 

2,285  64 

258  69 


300  00 

17  76 

506  73 


5,822  51 
9,112  72 
1,534  99 
5,250  00 
513  33 


$2,307  29    $35,667  14 

2,307  29 


Net  decrease  in  surplus, 


$33,369  86 
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The  securities  representing  a  par  val,ue  of  $757,200  were  ex- 
amined and  counted  and  the  market  value  on  September  30,  1913, 
obtained  from  quotations  supplied  by  the  audit  bureau  of  this 
Department.  This  resulted  in  a  market  value  of  $781,060,  or  an 
increase  over  the  company's  valuations  of  $1,482.80.  A  schedule 
of  securities  owned  setting  forth  the  book,  par  and  market  values 
is  attached  hereto. 

Cash  in  office  and  deposits  in  banks  and  trust  companies  were 
verified  and  $37.20  which  the  company  had  reported  in  office 
transferred  to  a  deposit  in  bank. 

The  amount  reported  as  agents'  balance  was  analyzed  and  di- 
vided into  amounts  due  from  agents,  and  balances  due  from  the 
Pacific  Underwriters  and  Stuyvesant  Insurance  Company.  This 
analysis  developed  that  the  balance  due  from  the  Stuyvesant  In- 
surance Company  was  subject  to  a  commission  charge  of  $3,- 
705.29,  and  that  the  balance  of  the  Pacific  Underwriters  was  in 
error  to  the  extent  of  3  cents.  It  was  also  found  that  some  of 
the  balances  due  from  agents  and  companies  were  over  ninety 
days  due  but  had  not  been  so  reported  by  the  company.  Such 
balances  amounted  to  $9,728.27  and  have  been  deducted  under 
assets  not  admitted. 

The  accrued  interest  on  bonds  has  been  increased  by  $300,  due 
t()  the  fact  that  the  coupons  for  the  semi-annual  interest  due 
August  1,  1913,  on  $10,000  American  Smelters  Security  Com- 
;)any  bonds  had  not  been  detached  and  presented  for  payment 

The  credit  for  reinsurance  on  paid  losses  has  been  increased 
$17.76  and  salvage  of  $506.73  received  since  September  30,  1913, 
on  a  loss  paid  prior  have  been  included  in  nonledger  assets. 

An  examination  of  the  loss  records  developed  that  the  company 
had  not  provided  in  the  .unpaid  loss  liability  for  losses  occurring 
on  or  before  September  30,  1913,  of  which  notice  had  not  been 
received  on  such  date.  These  amounted  to  a  net  liability  of  $7,- 
213.25,  but  savings  on  adjustments  of  losses  which  were  carried 
on  estimated  figures  amount  to  $1,390.74.  This  results  in  an 
increase  in  the  liability  for  unpaid  losses  of  $5,822.51. 

The  records  of  the  company  do  not  permit  of  a  listing  of  the 
premiums  in  force  and  thus  compiling  the  liability  for  unexpired' 
premiums  as  to  expirations  for  two  months,  developed  many  errors, 
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.  but  as  these  were  small  in  amounts  and  due  to  inaccuracy  it  is 
believed  that  the  premiums  in  force  as  shown  by  the  books  of  the 
company  are  approximately  correct.  The  unearned  premium  lia- 
bility on  one-year  risks  was  computed  on  a  monthly  basis,  and 
the  term  on  the  yearly  basis,  and  was  found  to  be  $311,412.89, 
or  an  increase  of  $9,112.72  over  the  amount  charged  by  the  com- 
pany, which  was  computed  on  the  yearly  basis. 

Unpaid  adjustment  expenses  on  losses  incurred  on  or  before 
September  30,  1913,  were  found  to  amount  to  $1,534.99  and  an 
estimated  liability  for  accrued  taxes  of  $5,250. 

The  company  carried  a  liability  of  $15,000  for  a  loan  secured 
by  a  deposit  of  bonds,  but  no  provision  was  made  for  accrued  in- 
terest thereon  of  $513.33  and  this  has  been  charged. 

The  stock  ledger  and  stock  certificate  book  were  examined  and 
8,000  shares  having  a  face  value  of  $25  per  share  found  to  be 
outstanding.  Four  stock  certificates  representing  345  shares  have 
not  been  returned  for  cancellation  although  others  were  issued  in 
lieu  thereof.  These  are  claimed  to  have  been  lost  and  were  mis- 
sing on  date  of  last  examination  of  this  company  in  April,  1911, 
and  dividends  thereon  are  not  being  claimed.  Three  of  these  cer- 
tificates were  issued  in  1851,  and  the  other  in  1887.  The  original 
stock  ledger  having  been  destroyed,  it  was  impossible  to  trace  the 
transfer  of  the  three  missing  certificates  issued  in  1851. 

As  the  company  operates  under  a  general  agency  contract  which 
provides  for  the  payment  of  expenses  by  the  general  agent,  there 
is  believed  to  be  no  other  accrued  liabilities. 

Greenvnch  Insurance  Company 

Assets 

Book  value  of  bonds $207,545  12 

Book  value  of  stocks 107, 674  38 

$315,219  50 

Cash  in  company's  office 6, 059  06 

Deposits  in  trust  companies  and  banks 13,273  52 

Agents'  balances  within  90  days 38, 809  09 

Balance  due  from  Pacific  Underwriters  within 

90  days  . 7. 556  89 

Balance  due  from   Pacific  Underwriters  over 

90  days 258  69 

ToUl  ledger  asaeta  $380,176  75 
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"Son-Ledger  Assets 

Interest  accrued  on  bonds $3, 060  50 

Interest  accrued  on  bank  balances 83  93 

Reinsurance  on  paid  losses 1 ,  276  79 

$4,421  22 


Gross  assets    $384, 597  07 

Deduct  Assets  Not  Admitted 

Book  value  of  bonds  and  stocks  over  market 
value   $9, 903  50 

Balance  due   from   Pacific  Underwriters   over 

90  days 258  69 

10,252  19 

Total  admitted  assets $374, 345  78 

Liabilities 

Gross  amount  of  unpaid  losses $54, 957  02 

Less  reinsurance  1 ,  609  89 

Net  amount  of  unpaid  losses $53, 347  13 

Gross  premiums,  less  reinsurance  on  unexpired 
one  year  risks,  $206,205.27;  pro  rata  un- 
earned         $106,036  99 

Gross  premiums,  less  reinsurance  on  unexpired 

term  risks,  $40,476.97   unearned 27,805  46 

Total  unearned  premiums  as  computed  above 133,842  46 

Adjustment  expenses   579  28 

Accrued  taxes   1 ,  500  00 

Old  stockholders'  account 151  85 

Capital  stock $200,000  00 

Impairment  of  capital 15, 074  93 

Surplus  as  regards  policyholders 184, 925  07 

$374,345  78 


On  April  24,  1912,  The  Greenwich  Insurance  Oompanv  and 
the  Pacific  Fire  Insurance  Company  entered  into  an  aj^reenient 
to  issue  jointly  a  Pacific  Underwriters  policy,  half  of  the  liabili- 
ties thereunder  being  assumed  by  each  company.  The  assets  and 
liabilities  arising  through  the  issuance  of  these  policies  have  been 
embodied  in  the  foregoing  financial  statement  in  proportion  to 
the  terms  of  this  agreement. 
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The  statement  submitted  to  the  Department  by  the  company 
on  September  30,  1913,  reported  an  impairment  of  the  capital 
amounting  to  $2,220.63,  while  the  foregoing  fbancial  statement 
shows  an  impairment  of  $15,074.93.  The  increase,  amounting 
to  $12,854.30,  is  accounted  for  as  follows: 

Changes  in  Impairment 

Increase         Decrease 

Market  value  of  bonds ; $888  00 

Error  in  bank  balance $10     

Error  in  balance  due  from  Pacific  Underwriters  08     

Pacific  underwriters'  balance  over  90  days  due.  258  60     

Accrued  interest  on  bonds 10  41      

Accrued  interest  on  balance  in  trust  company     83  03 

Reinsurance  on  paid  losses 1, 276  70 

Unpaid  loss  liabUity 10,810  13     

Unearned  premium  reserve 1 ,  935  33     

Adjustment  expenses 579  28     

Accrued  taxes   1,500  00     


$15,103  02  $2,248  72 

Less  decrease 2,248  72 

Increase  in  impairment $12, 854  30 


The  securities,  representing  a  book  value  of  $315,219.50,  were 
examined  and  counted  and  the  market  value  on  September  30, 
1913,  ascertained  from  quotations  furnished  by  the  audit  bureau 
of  this  Department.  This  resulted  in  a  market  value  of  $305,226, 
or  an  increase  over  the  company's  figures  of  $888.00.  A  schedule 
of  securities  owned,  setting  forth  the  book,  par  and  market  values, 
is  attached  hereto. 

Cash  in  office  and  deposits  in  trust  companies  and  banks  were 
verified,  and  an  error  of  10  cents  discovered  in  the  balance  with 
one  trust  company.  The  agents'  balance  was  divided  into  amounts 
due  from  agents  and  imsettled  balances  due  from  the  Pacific 
Underwriters.  This  analysis  showed  that  the  company  had  made 
an  error  of  8  cents  in  the  amount  due  from  the  Pacific  Under- 
writers, and  had  omitted  to  deduct  a  balance  of  $258.69,  which 
was  over  ninety  days  due. 

16 
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The  credit  for  accrued  interest  on  bonds  was  found  to  be  over- 
stated by  $10.41,  and  an  accmal  of  interest  amounting  to  $83.93, 
on  a  trust  company  balance  which  had  been  overlooked  by  the 
company,  allowed.  The  company  also  neglected  to  take  credit  for 
reinsurance  due  on  paid  losses  amounting  to  $1,276.79. 

An  examination  of  the  loss  records  developed  that  the  company 
carried  no  liability  for  losses  occurring  on  or  before  September 
30th,  of  which  notice  had  not  been  received  on  such  date.  These 
amounted  to  $6,973.11,  and  increases  in  the  adjustment  figures 
over  estimates  carried  further  increase  the  loss  liability  to  $53,- 
347.13,  or  $10,819.13  greater  than  the  amount  reported  by  the 
company. 

The  unearned  liability  has  been  compiled  from  a  listing  of  the 
writings,  cancellations  and  reinsurance,  and  the  unearned  on 
yearly  risks  computed  on  a  monthly  basis,  and  on  term  risks 
running  for  over  one  year,  on  the  yearly  basis.  This  has  resulted 
in  an  unearned  liability  of  $133,842.45,  or  an  increase  of  $1,- 
935.33  over  the  company's  figures,  computed  on  a  yearly  basis. 

The  company  neglected  to  provide  for  an  accrued  liabilities, 
and  an  examination  of  the  loss  book  developed  unpaid  adjustment 
expenses  of  $579.28,  and  accrued  taxes  have  been  charged  as 
$1,500,  such  sum  being  based  on  a  percentage  derived  from  pre- 
vious years.  As  the  company  operates  under  a  general  agency  con- 
tract, which  provides  for  the  payment  of  expenses  by  the  general 
agent,  there  is  believed  to  be  no  other  accrued  liabilities. 

The  stock  ledger  showed  that  there  are  outstanding  8,000  shares 
of  stock  of  a  par  value  of  $25.00  each.  The  company  was  im- 
paired in  1904,  and  discontinued  operations  until  1910,  when, 
in  order  to  resume  the  transaction  of  business,  an  assessment  of 
.6867  per  cent  on  the  face  value  of  outstanding  stock  was  made. 
Owners  of  522  shares  of  stock  declined  to  pay  the  assessment 
thereon,  and  have  not  returned  their  certificates  for  cancellation. 
These  stockholders  were  credited  with  their  proportion  of  the  new 
stock,  amounting  to  158  shares  and  the  value  of  fractional  shares 
amounting  to  $151.85,  carried  to  their  credit  in  the  ledger. 
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PATEKNELLE  FIRE  INSURANCE  COMPANY  Ltd., 

UNITED  STATES  BRANCH 

Pabis^  Fbanob 

Verification  of  capital  staiement  on  admission. 
Report  dated  November  14,  1913. 
Examiner:  Richard  A.  Elmer. 

The  said  capital  statement  duly  executed  by  the  United  States 
Managers  and  the  United  States  Trustees,  is  forwarded  with  this 
report  and  shows  the  condition  of  the  Company  under  the  capital 
statement  requirements  on  November  14,  1913,  to  have  been  as 
follows : 

Aaaeia 

Par  value        Market  val^ie 
Securities   deposited   with   the   Insurance   De- 
partment of  the  State  of  New  York $200,000  00      $208,000  00 

Securities  vested  and  held  by  the  United  States 
trustee  312,038  00        2W,331  89 

Total  gross  assets  in  the  United  States  deposited  with  In- 
surance  Department  and   trustee $502, 331  89 

Liabilitiea 

Total  liabilities  in  the  United  States 

Capital  under  section  27  of  the  Insurance  Law $502, 331  89 

Total   (being  aggregate  assets) $502, 391  89 


Attached  to  this  report  is  a  schedule  marked  *^  Exhibit  A" 
showing  the  securities  deposited  with  the  Insurance  Department 
of  the  State  of  New  York,  These  securities  were  verified  from 
the  records  of  this  Department. 

Attached  to  this  report  is  a  schedule  marked  "  Exhibit  B " 
showing  the  securities  vested  and  held  by  the  United  States 
Trustee.  These  securities  were  examined  and  counted  on  Novem- 
ber 14,  1913,  and  were  found  to  be  as  set  forth  in  Exhibit  B. 

The  Farmers  Loan  &  Trust  Company  of  New  York  is  the 
United  States  Trustee  of  the  Company  and  the  securities  held  by 
the  said  Trust  Company  under  the  deed  of  trust  are  for  the  pro- 
tection of  all  the  policyholders  in  the  United  States. 
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Exhibit  "A 

Securities  Deposited  With  Insurwnoe  Departmentt 

Par  Value      Market  Value 
City  of  New  York,  4%,  due  1963 $200,000  00      $208,000  00 


Exhibit  B. 

Securities  Vested  and  Held  in  the  United  States  by  Trustees 

Par  Value  Market  Value 
Atchison,  Topeka  &  Santa  Fe,  general  mtg.,  4%, 

due  1096 $60,000  00  $65,800  00 

Pennsylvania  Company,  French  Franc  loan,  3%%, 

due  1921 76,300  00  68,673  38 

City  of  Cincinnati,  4%%,  due  1953 50,000  00  51,600  00 

City  of  Cleveland,  4%%,  due  1942 50,000  00  61,600  00 

Republic  Francaise,  public  debt  rentes,  3% -  76,738  00  66,868  61 

Total  $312,038  00  $294,331  89 


PHENIX  FIRE  INSURANCE  COMPANY  — U.  S. 

BRANCH 

Pabis,  France 

Examined  to  ascertain  condition  March  31,  1914. 
Report  dated  June  16, 1914, 
Examiner:  Richard  A.  Elmer. 

The  Phenix  Fire  Insurance  Company  was  founded  and  author- 
ized by  an  ordinance  of  September  1,  1819,  under  the  title  of  the 
"  Compagnie  Francaise  du  Phenix  Assurance  contre  L'lncendie,^' 
and  was  converted  into  a  joint  stock  company  under  the  provisions 
of  the  Laws  of  July  24,  1867.  In  February,  1911,  the  company 
entered  the  United  States  under  the  provisions  of  section  27  of  the 
Insurance  Law  of  the  State  of  New  York,  making  the  statutory 
deposit  with  the  Superintendent  of  Insurance  of  the  said  State 
and  appointing  the  Bankers'  Trust  Company  of  New  York  the 
United  States  trustee.  The  corporation  of  Starkweather  &  Shep- 
ley  was  appointed  United  States  manager. 
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The  United  States  manager  conducts  the  affairs  of  the  company 
in  the  United  States  in  accordance  with  the  instructions  contained 
in  a  letter  from  the  foreign  manager,  dated  March  22,  1912.  The 
essential  features  of  the  said  letter  are  as  follows : 

(a)  The  manager  is  given  full  power  to  represent  the  company  in  the 

United  States. 

(b)  The  underwriting  territory  is  indicated,  definite  instructions  given 

in  regard  to  maximum  lines,  and  certain  classes  of  risks 
prohibited. 

(c)  The  power  to  collect  all  premiums  and  a  provision  that  the  debit 

balances  of  the  monthly  accounts  are  to  be  deposited  with'  the 
Industrial  Trust  Company  of  Providence,  R.  I.,  in  the  name  of 
the  company,  within  three  months. 

(d)  That,  whenever  the  balance  in  the  said  Trust  Company  exceeds  the 

sum  of  $30,000,  the  excess  is  to  be  withdrawn  and  deposited  with 
the  Bankers'  Trust  Company  of  New  York. 

(e)  That,   according  to  an  agreement  existing  between   the   Phenix, 

Nationale  and  Abeille  Fire  Insurance  Companies  of  Paris, 
France,  the  United  States  manager  is  directed  to  cede  three- 
eighths  of  the  business  written  in  the  United  States  by  the 
Phenix  to  the  Nationale  and  two-eighths  to  the  Abeille,  and  to 
assume  three-eighths  of  the  business  written  by  the  Nationale. 

(f)  Bordereaux  of  premiums  written  and  cancelled,  reinsurance  ceded 

and  cancelled,  and  losses  incurred  and  paid,  are  to  be  forwarded 
to  the  home  office  weekly  and  a  general  account  each  month. 
Statistics  are  also  required  at  the  end  of  each  year  showing  the 
results  of  the  operations  in  the  United  States. 

(g)  The  United  States  manager  is  to  pay  all  expenses  in  connection 

with  conducting  the  business,  with  the  exception  of  loss  adjust- 
ment expenses.  State  and  city  taxes,  patrol  and  local  board  taxes, 
and  the  fees  of  the  trustees, 
(h)  As  a  remimeration  for  the  said  services  and  disbursements,  the 
United  States  manager  is  to  receive  a  commission  of  33%,  based' 
on  the  net  premium  income, 
(i)  It  is  also  provided  that  the  Insurance  Commissioner  of  the  State 
of  Rhode  Island  shall  be  requested  to  verify  the  accounts  of  the 
company  and  submit  an  official  report  on  the  said  verifications. 

CAPiTAii  Statement 

The  financial  condition  of  the  company  on  March  31,  1914, 
under  the  capital  statement  requirements,  as  provided  for  in  sec- 
tion 27  of  the  Insurance  Law  of  the  State  of  New  York,  was  found 
to  have  been  as  follows: 
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Assets  ^r  ^T**' 

value  value 

Securities  deposited  with  Insurance  Departments 

or  with  chief  financial  officers  in  the  various 

States  of  the  United  States $310,000  00      $318. 100  00 

Securities  vested  and  held  in  the  United  States  by 

Trustees    200,000  00        193,500  00 

Total  gross  assets  in  the  United  States  deposited  with 
Insurance  Departments  and  Trustees $511 ,  600  00 

LtabUUies 

Unpaid  losses   $38, 134  67 

Unearned  premium  reserve 212, 945  16 

All  other  liabilities  (excluding  commissions  and  brokerage) ..  2,500  00 

Total   Liabilities    $253,579  83 

Capital  imder  section  27  of  the  Insurance  Law 258, 020  17 

Total   (being  the  aggregate  assets) $511,600  00 


Income  and  Disbursements 

A  condensed  schedule  of  the  income  and  disbursements  from 
January  1,  1914,  to  March  31,  1914,  is  as  follows: 

Balance  December  31,  1913 $629, 743  30 

Income 

Net  premiums  written $75 ,740  80 

Interest  on  investments 6, 976  00 

Interest  on  bank  deposits 294  54 

Total  Income 83,010  34 

$712,763  64 

Disbursements 

Losses  paid,  less  reinsurance $53,036  72 

Expenses   and   taxes 31 ,  224  97 

Total  Disbursements   84, 261  69 

Balance  (ledger  assets  March  31,  1914) $628,491  96 

General  Statement 

The  financial  condition  of  the  company  under  the  general  form 
of  statement  on  March  31, 1914,  was  foiind  to  have  been  as  follows: 
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Ledger  Assets 

Book  value  of  bonds $511,050  00 

Deposited  with  trust  companies 61 ,  803  43 

Agents'  balances,   representing  business   written 

subsequent  to  January   1,  1914 $78, 159  07 

Agents'   balances,  representing  business  written 

prior  to  January  1,  1914 4, 583  12 

Balances  due  from  reinsuring  companies 50,907  16 

$133,649  35 
Deduct  balances  due  reinsuring  companies 68,110  83 

Net  balance  65,638  52 

Philadelphia  Underwriters  deposit 100  00 

Total  Ledger  Assets $628,491  95 

Non-Ledger  Assets 

Accrued  interest  $4, 704  16 

Undivided  interest  in  cash  held  by  the  Nationale 

and  due  the  Phenix 2,604  07 

Market  value  of  bonds  over  book  value 660  00 

7,858  23 

Gross  Assets   $636, 360  18 

Deduct  Assets  Not  Admitted 

Agents'  balances,  representing  business  written  prior  to  Janu- 
ary  1,   1914 4,583  12 

Total  Admitted  Assets $631,767  06 

Liabilities 

Gross  amount  of  unpaid  losses $57 ,  746  1 1 

Deduct  admitted  reinsurance 19, 611  44 

Net  amount  of  unpaid  losses $38. 134  67 

Unearned  premium  reserve 212 ,  945  16 

Due   for   commissions 32, 000  39 

Estimated  amount  accrued  for  taxes,  expenses,  etc 2 ,  500  00 

Undivided  interest  in  cash  held  by  the  Phenix  and  due  the 

Nationale  and  Abeille 14,509  49 


Totol   $300,089  71 
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Minimum  deposit  capital $200,000  00 

Surplus   131,677  35 

Surplus  to  policyholders $331,677  35 

Total  Liabilities $631,767  06 

Securities  Owned 

The  securities  deposited  with  the  various  States  were  verified 
by  means  of  certificates  obtained  from  the  proper  State  oflicials. 
It  will  be  noted  that  the  securities  deposited  with  the  States  of 
New  York  and  Ohio  are  held  for  the  protection  of  ^1  the  policy- 
holders of  the  company  in  the  United  States,  and  that  the  securi- 
ties deposited  with  the  State  of  Georgia  is  a  special  deposit  and 
is  not  held  for  the  protection  of  all  the  policyholders  in  the  United 
States. 

The  securities  vested  in  and  held  by  the  United  States  trustee, 
the  Bankers'  Trust  Company  of  New  York,  were  examined  and 
verified  at  the  office  of  the  said  trust  company  in  the  City  of 
New  York. 

A  schedule  of  all  the  securities  owned,  giving  the  book  and  par 
values  and  the  market  value  as  of  March  31,  1914,  is  as  follows: 

Securities  Deposited  in  Insurance  De- 
partments or  with  Chief  Financial 
Officers  in  Various  States  of  the 
United  States: 

State    of    New    York:     City     of    New         ro/ue  value  tabu 

York  Corporate  Stock,  4^%,   I960..     $202,000        $200,000        $204,000 
State  of  Ohio:     City  of  Cleveland,  City 

Hall,  4.10%,  1940 101,750  100,000  104,000 

State    of    Georgia:      City    of    Atlanta, 

School  Bonds,  4%%,   1927 10,050  10,000  10, 100 

Securities     Vested    and     Held    in    the 

United  States  hy  Trustees: 
Bankers^  Trust  Company  of  New  York 

(Trustee) — Baltimore    &    Ohio,     Ist 

Mtg.  4%,  1948   49,500  50,000  47,500 

Chicago     Northwestern     General     Mtg., 

4%,   1987    49,375  60,000  49,000 

Northern    Pacific    and    Great    Northern 

Joint  C.  B.  &  Q.,  4%,  1921 47,875  50,000  48,500 

Union  Pacific  R.  R.  1st  Mtg.,  4%,  1947, 

R.  R.  and  Land  Grant 50,500  50,000  48,500 

$511,050         $510,000         $511,600 
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Cash  Deposited  in  Trust  Companies 

The  moneys  deposited  in  trust  companies  consist  of  an  active 
or  drawing  account  with  the  Industrial  Trust  Company  of  Provi- 
dence^ R.  I.,  and  an  account  with  the  Bankers'  Trust  Company  of 
New  York.  The  balances  as  of  March  31,  1914,  in  the  said  trust 
companies  were  verified  in  the  customary  manner  and  reconciled 
with  certificates  from  the  banking  institutions. 

As  previously  noted  in  this  report,  the  reinsuring  arrangements 
provide  that  three-eighths  of  the  business  written  be  ceded  to  the 
Nationale  and  two-eighths  to  the  Abeille,  and  in  return  the  Phenix 
is  to  assume  three-eighths  of  the  business  written  by  the  Nationale. 
The  remittances  from  the  agents  of  the  Phenix  are  deposited  in  the 
Industrial  Trust  Company  to  the  credit  of  the  Phenix  and  are  not 
distributed  to  the  accounts  of  the  various  companies  in  accordance 
with  each  company's  proportion  of  the  business  written.  The  let- 
ter of  instruction,  however,  provides  that  whenever  the  balance  in 
the  Industrial  Trust  Company  shall  exceed  the  sum  of  $30,000 
the  excess  shall  be  paid  each  month  to  the  Bankers'  Trust  Com- 
pany of  New  York,  to  the  credit  of  each  company  in  its  propor- 
tionate part. 

As  a  result  of  these  arrangements  the  Nationale  and  Abeille  have 
each  a  certain  interest  in  the  account  of  the  Phenix  in  the  Indus- 
trial Trust  Company,  and  the  Phenix  under  the  same  condition 
of  affairs  has  an  interest  in  the  account  of  the  Nationale. 

In  order  to  adjust  these  accounts  in  the  foregoing  financial  state- 
ment, the  total  balance  has  been  allowed  as  a  ledger  asset,  there  has 
been  charged  as  a  liability  the  interest  in  the  account  owned- by  the 
Nationale  and  Abeille,  and  there  has  been  credited  as  a  non-ledger 
asset  the  interest  owned  by  the  Phenix  in  the  account  of  the 
Nationale. 

Balances  Due  Company 

The  ledger  accounts  of  the  company,  in  so  far  as  the  premiums 
written  and  cancelled  and  the  reinsurance  effected  and  cancelled 
are  concerned,  are  on  a  written  basis,  while  the  losses,  commissions 
and  expense  items  are  on  a  paid-for  basis.  The  balances  of  these 
accounts,  therefore,  contain  the  premiums  receivable  from  or  pay- 
able to  the  agents  and  reinsuring  companies  on  a  written  basis,  in- 
cluding the  losses,  commissions  and  expenses  actually  paid  or 


490  Refobts  on  Official  Examination 

received.  The  net  balance  due  the  Phenix  on  March  81,  1914, 
according  to  these  accounts,  amounted  to  the  sum  of  $65,538.52, 
and  this  amount  has  been  reported  in  the  foregoing  financial  state- 
ment as  a  ledger  asset. 

As  this  net  balance  contains  no  charge  for  commissions  due,  it 
was  necessary,  in  order  to  ascertain  the  amount  of  this  liability, 
to  analyze  the  accounts  with  the  agents  and  reinsuring  companies. 
From  these  sources  the  amounts  due  to  and  by  the  company  for 
premiums  were  ascertained,  and  as  the  commission  on  both  pre- 
miums assumed  and  ceded  is  at  a  fixed  rate  a  charge  of  33  per 
cent,  of  the  net  premium  balance  has  been  reported  as  a  liability 
on  account  of  commissions  due. 

Balances  Over  Ninety  Days  Due 

As  previously  noted  in  this  report,  an  agreement  exists  between 
the  company  and  the  United  States  manager  to  the  effect  that  all 
the  agency  balances  shall  be  paid  within  ninety  days. 

From  an  examination  of  the  agency  accounts  it  was  found  that 
an  amount  equal  to  all  the  net  balances  due  prior  to  January  1, 
1914,  had  been  paid  to  the  company  by  March  31,  1914.  How- 
ever, an  analysis  of  the  balances  due  the  company  on  March  31, 
1914,  amounting  to  the  sum  of  $82,742.19,  showed  that  the  said 
balances  contained  certain  premiums  on  policies  written  prior  to 
January  1,  1914,  and  consequently  over  ninety  days  due.  As  sec- 
tion 118  of  the  Insurance  Law  of  the  State  of  New  York  provides 
that  on  examination  there  shall  be  allowed  as  assets  only  "  unpaid 
premiums  on  policies  written  within  three  months,"  the  above- 
mentioned  premiums  over  ninety  days  due,  amounting  to  the.  sum 
of  $4,583.12,  have  been  deducted  as  a  not  admitted  asset. 

Unearned  Premium  Reserve 

The  reserve  records  of  the  company  are  kept  by  yearly  expira- 
tions and  it  is  only  on  December  31st  of  each  year  that  the  reserve 
can  be  definitely  ascertained  on  a  50  per  cent,  basis. 

In  examining  the  reserve  as  of  December  31,  1913,  it  was  found 
that  certain  clerical  errors  had  been  made  and  there  had  not  been 
included  the  premiums  written  in  advance  (t.  e,,  premiums  on 
policies  dated  in  1914),  although  the  said  premiums  had  been 
included  in  the  agency  balances.    It  was  also  found  that  through 
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error  the  company  had  taken  credit  for  reinsurance  in  certain  com- 
panies not  authorized  to  transact  business  in  the  State  of  New 
York.  By  adjusting  these  various  discrepancies  the  reserve  as  of 
December  31,  1913,  was  increased  to  the  sum  of  $199,673.73,  and 
for  the  purpose  of  this  examination  an  estimate  based  on  the  pre- 
miums written  during  the  first  three  months  of  1914  was  used  to 
obtain  the  reserve  figure  of  $212,945.16  reported  in  the  foregoing 
financial  statement. 

Surplus  to  Policyholders 

The  company  in  its  statement  for  the  quarter  ended  March  31, 
1914,  reported  a  surplus  to  policyholders  of  $361,701.72,  while  the 
surplus  shown  in  this  report  amounts  to  the  sum  of  $331,677.35, 
a  decrease  of  $30,024.37.  This  difference  is  accounted  for  in  the 
following  items: 

Oaina  in  Lobs  in 

surplus  surplus 

Undivided  interest  in  cash  held  by  Nationale  and 

due  Phenix $2, 604  07  

Market  value  of  bonds  over  book  value 560  00  

Agents'  balances,  over  ninety  days  due $4 ,  583  12 

Unpaid  losses   1 ,  346  &4  

Premium  reserve    7 ,  440  65 

Undivided  interest  in  cash  held  by  Phenix  and 

due  Nationale  and  Abeille 14 ,  609  49 

Estimated  amount  of  taxes,  etc 2 ,  500  00 

Due  for  commissions 5, 491   12 


$4,500  01         $34,524  38 
Decrease  in  surplus 30, 024  37     


$34,624  38    $34,524  38 


Annual  and  Quarterly  Statements 

The  company  maintains  an  accounting  system  that  is  adequate 
to  its  needs,  and  the  books  and  records  are  well  kept,  but  there  ap- 
pears to  be  some  confusion  in  compiling  the  annual  and  quarterly 
statements  submitted  to  this  Department.  Attention  is  called  to 
the  following  items  appearing  in  the  annual  statement  for  the  year 
ended  December  31,  1913: 

On  page  6,  line  21,  the  following  liability  was  reported: 

"  Reinsurance  and  return  premiums  due  other  companies $45,  701  64  " 
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This  charge  was  in  error,  as  under  the  company's  method  of  ac- 
counting no  such  liability  existed  on  the  said  date.  In  explanation 
of  this  liability  item  it  appears  that  the  balances  due  the  Nationale 
and  Abeille,  amounting  to  $68,2^11.40,  less  the  commission  of  33 
per  cent,  was  the  aforesaid  $45,701.64.  This  balance,*  however, 
(the  $68,211.40)  had  been  deducted  from  the  balances  due  the 
Phenix,  and  the  net  amount  only  reported  as  a  ledger  asset. 

The  account  was  made  up  as  follows : 

Balances  due  from  Starkweather  &  Shepley $72, 138  35 

Balances  due  from  Nationale 59,225  78 


$131,364  13 
*  Deduct  balance  due  Nationale  and  Abeille 68,211  40 


Net  balance  reported  as  Ledger  Asset  (page  4,  line  8) . . . .         $63, 162  73 


It  will  be  seen  from  the  foregoing  that  the  asset  item  of  agents' 
balances  had  been  decreased  by  the  full  amount  of  the  balances  due 
the  reinsuring  companies,  and  it  was  therefore  incorrect  to  set  up 
any  further  liability  on  such  account 

On  page  5,  line  19,  the  following  liability  was  reported : 

" Contingent  commissions  due  or  accrued $20,840  40  " 

This  item  purports  to  be  the  liability  due  for  commissions  and 
represents  33  per  cent  of  the  iiet  balance  of  $63,152.73,  reported 
on  page  4,  line  8.  This  method  of  treatment  is  incorrect  for  the 
reason  that  the  said  balances  as  previously  explained  contain,  in 
addition  to  premiums,  losses  and  expense  items. 

On  page  4,  line  7,  the  cash  deposited  with  the  Industrial  Trust 
Company  was  reported  in  full  as  an  asset,  notwithstanding  the 
fact,  as  previously  explained  in  this  report^  certain  portions  of 
such  funds  were  the  property  of  the  Nationale  and  Abeilla 

In  connection  with  the  foregoing  it  is  respectfully  recommended 
that  the  company  be  advised  in  making  future  reports  to  this  De- 
partment to 

(a)  Report  the  actual  cash  owned. 

(b)  Ascertain  and  deduct  the  agents'  balances  over  ninety  days  due. 
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(c)  Crorrect  the  errors  noted  in  this  report  on  the  compilation  of  the 

premium  reserve. 
(e)  Ascertain  and  report  the  correct  liability  due  for  commissions. 

It  would  also  appear  advisable,  in  view  of  the  close  reinsurance 
arrangements  among  the  Phenix,  Nationale  and  AbeUle,  that  the 
accounts  be  closed  and  a  settlement  be  made  between  the  various 
oompanies  at  least  once  a  year. 


RICHMOND    INSURANCE    COMPANY 

West  New  Brighton,  N.  Y. 

Eccwramed  to  ascertain  condition  December  31,  1913. 
Report  dated  March  31,  1914. 
Examiner:  Richard  A.  Elmer. 

This  company  was  organized  as  a  mutual  insurance  company 
March  30th,  1836,  under  the  name  of  the  "  Richmond  Cpunty 
Mutual  Insurance  Company,"  and  in  1907  was  converted  into  a 
stock  corporation  under  the  provisions  of  section  125  of  the  In- 
surance Law  of  this  State  as  amended. 

Incoms  and  Dishursem^ents 

The  income  and  disbursements  from  January  1st,  1913,  to 
December  31st,  1913,  were  as  follows: 

Balance  December  31,  1912 $472,581  48 

Income 

Gro88  premiums  $318, 768  16 

Deduct  reinsurance  and  return  premiums 91 ,  665  59 

Total  net  premiums $227, 112  67 

Interest  on  mortgage  loans $17, 396  16 

Interest  on  bonds 6, 700  85 

Interest  on  bank  deposits 639  78 

Interest  on  real  estate  sold  under  contract 94  11 

Total  interest   23,830  90 

Insurance  premium  on  property  mortgaged 16  00 

Total  income  $259,969  47 

Total    $723,640  96 


494  Reports  on  Official  Examination 

Di8hursement8 

Lfosses  paid   $105, 205  52 

Loss  expenses    2, 021  19 

Commissions    73 ,  406  72 

Salaries,  fees,  etc 5, 971  00 

Rent   300  00 

Advertising  and  printing 705  83 

Postage,  telegrams,  etc 154  03 

Legal  expense 11  75 

Furniture  and  fixtures 67  00 

Fees,  taxes  and  inspections 2, 431  66   ' 

State  taxes  and  licenses 2, 038  95 

Federal  and  city  taxes 629  49 

Miscellaneous  expenses  509  60 

Dividends  to  stockholders 12,000  00 

Loss  on  sale  of  real  estate 22  12 

Loss  on  sale  of  bonds 252  50 

Total  disbursements $205, 716  36 

Balance  (ledger  assets  December  31,  1913) $517, 824  59 


Financial  Condition 

Tho  financial  condition  of  the  company  on  December  31,  1913, 
was  found  to  be  as  follows : 

Ledger  Assets 

Mortgage  loans  on  real  estate $307, 650  00 

Book  value  of  bonds  and  stocks 123, 715  47 

Cash  in  office   120  00 

Cash  in  bank   46,648  20 

Agents'  balances  representing  business  written  subsequent  to 

October    1,   1913 34, 128  38 

Agents'  balances  representing  business  \mtten  prior  to  October 

1,   1913    5,562  54 

Total  ledger  assets $517,824  59 

Non^Ledger  Assets 

Interest  due  and  accrued  on  mortgages    1 ,  352  27 

Interest  due  and  accrued  on  bonds 1 ,  500  41 

Interest  due  and  accrued  on  bank  deposits    60  00 

Gross  assets $520,737  27 
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Deduct  Assets  Not  Admitted 

Agents'  balances  representing  business  written 

-  prior  to  October  1,  1913 $5,662  54 

Book  value  of  bonds  over  market  value 8,665  47 

$14,228  01 

Total  admitted  assets : $506,509  26 


Liabilities 

Gross  amount  of  unpaid  losses $25, 780  00 

Deduct  admitted  reinsurance 959  21 

■ 

Net  unpaid  losses $24, 820  70 

Unearned  premium  reserve 129, 660  20 

Estimated  amount  due  for  taxes 4, 000  00 

Total $158,480  99 

Capital $200, 000  00 

Surplus 148,028  27 

Surplus  to  policyholders 348, 028  27 

Total  liabilities $506,509  26 


Underwriting 

The  underwriting  of  the  company  with  the  exception  of  a  few 
small  lines  on  Staten  Island  is  conducted  through  the  general 
agency  of  Messrs.  Crum  and  Forster.  This  arrangement  was 
authorized  by  the  board  of  directors  at  a  meeting  held  on  Novem- 
ber 28th,  1913.    The  resolution  reads  as  follows: 

"It  was  Resolved,  That  Crum  and  Forster  be  appointed  general  agents  of 
this  company  for  the  territory  in  which  this  company  writes  business  (ex- 
clusive of  Richmond  County,  N.  Y.) ;  compensation  to  be  32%%  on  net  pre- 
miums (i.  e.,  premiums  less  return  premiums  and  reinsurance)  which  com- 
pensation is  to  cover  all  their  expenses  to  this  company  except  taxes,  insur- 
ance departments,  patrol,  and  fire  department  fees,  and  Board  of  Under- 
writers' and  Tariff  Association  fees  and  expense  of  adjustment  of  losses. 
This  appointment  to  be  subject  to  such  rules  and  regulations  as  may  be 
made  from  time  to  time  by  this  board  or  its  officers." 
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KOSSIA    INSURANCE    COMPANY  —  UNITED   STATES 

BRANCH 

St.  Petebsburg,  Russia 

Joint  examination  by  Connecticut  and  New  York  to  ascertain 
condition  September  30,  1913. 

Report  dated  June  8,  1914. 

Examiners:  Joseph  Froggatt  for  Connecticut,  Isaac  Fvid  for 
New  York. 

History  of  the  United  States  Branch 

The  Rossia  Insurance  Company  of  St.  Petersburg,  Russia,  en- 
tered the  United  States,  by  admission  to  the  State  of  New  York 
on  February  5,  1904,  and  the  State  of  Connecticut  on  April  26, 
1911,  for  the  transaction  of  the  business  of  fire  insurance,  with 
ofiices  located  in  the  city  of  New  York.  In  June,  1911,  it  re- 
moved its  offices  to  Hartford,  Conn- 
On  November  23,  1911,  the  company  was  admitted  to  transact 
the  business  of  marine  insurance  in  the  State  of  Connecticut,  and 
on  January  6,  1912,  to  the  State  of  New  York. 

The  company  is  now  authorized  to  transact  the  business  of  fire 
and  marine  insurance  in  the  following  states:  Arkansas,  Con- 
necticut, Colorado,  Delaware,  Illinois,  Indiana,  Iowa,  Louisiana, 
Massachusetts,  Michigan,  Mississippi,  Montana,  Nevada,  New 
Hampshire,  New  Jersey,  New  York,  North  Carolina,  Ohio,  Penn- 
sylvania, Texas,  Utah  and  West  Virginia. 

The  United  States  branch  of  the  company  confines  itself  to  the 
transaction  of  a  reinsurance  business  exclusively,  with  a  net 
annual  income  of  about  $5,700,000  fire  premiums  and  nearly 
$900,000  marine  premiums. 

The  following  statement  shows  the  financial  condition  of  the 
United  States  branch  of  the  company  as  of  September  30,  1913, 
computed  under  the  provisions  of  the  Insurance  Laws  of  the  State 
of  Connecticut: 
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Assets 

Book  value  of  real  estate $76,008  83 

Book  value  of  bonds 5 ,045 ,690  63 

Deposits  in  bank  on  interest 512 ,404  79 

Due  from  other  companies  representing  business  written  sub- 
sequent to  June  30,  1913 121 ,  123  43 

Due  from  other  companies  representing  business  written  prior 

to  July  1,  1913 8,615  73 

Interest  accrued  on  bonds 60 ,  358  29 

Interest  accrued  on  bank  deposit 216  30 

Amount  reclaimable  from  treaty  companies  on  accoimt  of  fire 

department  taxes   45,000  00 

Proportion  of  expenses  due  from  Fire  Reassurance  Company. .  8,405  99 


Gross  assets $5,877,823  99 

Deduct  Assets  Not  Admitted 

Cash  not  in  control  of  trustees $512,404  79 

Interest  accrued  on  bank  deposits 216  30 

Due  from  other  companies  representing  business 

written  prior  to  July  1,  1913 8,615  73 

Book  value  of  bonds  over  market  value 278,490  63 

799,727  45 


Total  admitted  assets $5,078,096  64 


Liabilities 

Unpaid  losses    $972,502  00 

Gross  premiums  received  and  receivable  upon  all  unexpired 
risks: 

Fire,  $7,336,897.77;   Unearned  premium $3,963,719  22 

Marine,  $402,643.61 ;  Unearned  premium 204,465  90 


4,168,185  12 

Unpaid  bills 849  64 

Trustees*  salary  accrued 1 ,500  00 

Commission 1 ,028  67 

Fire  department  taxes  (estimated) 45 ,000  00 

Franchise  tax.  State  of  New  York  (estimated) 2,500  00 


Total  amount  of  all  liabilities  except  deposit  capital $5,191 ,565  43 

Deposit  capital   $200,000  00 

Deficit,  considering  deposit  capital  as  a  liability        313,468  89 


Deficit  as  regards  policyholders 113,468  89 


Total  liabilities,  less  deficit $5,078,096  54 
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The  deficit  existing,  as  shown  in  the  foregoing  statement^  of 
$313,468.89,  has  been  made  good  by  the  transfer,  to  the  United 
States  trustees  of  cash  and  bonds  in  the  amount  of  $608,216.20. 

The  following  statements  show  the  financial  condition  of  the 
United  States  branch  of  the  company  as  of  September  30,  1913, 
for  both  the  fire  and  marine  branches,  computed  in  accordance 
with  the  Insurance  Laws  of  the  State  of  New  York;  also  its 
capital  condition  as  required  under  section  27  of  the  Insurance 
Laws  of  the  State  of  New  York : 

Ledger   Assets 

Book  value  of  real  estate $76,008  83 

Book  value  of  bonds 4,693,830  63 

Deposits  in  banks  and  trust  companies  on  interest 298,679  78 

Due  from  other  companies  representing  business  written  sub- 
sequent to  June  30,  1913 108,959  32 

Due  from  other  companies  representing  business  written  prior 

to  July  1,  1913 2,366  65 

Total   ledger  assets $5 ,  179,845  21 

Norir Ledger  Assets 

Interest  accrued  on  bonds 57 ,  139  54 

Interest  accrued  on  bank  deposits 781 

Due  from  Fire  Reassurance  Company,  proportion  of  expenses.  8,405  99 
Amount  reclaimable  from  treaty  companies  on  account  of  fire 

department  taxes   45 ,000  00 

Due  from  Marine  Branch,   Rossia  Insurance  Company,  pro- 
portion of  expenses 11,714  31 

Gross  assets  $5,302,112  86 

Deduct  Assets  Not  Admitted 

Book  value  of  bonds  over  market  value $271,630  63 

Due  from  other  companies  representing  business 

written  prior  to  July  1,  1913 2,366  65 

273,997  28 

Total    admitted    assets $5,028,115  58 

Liabilities 

Unpaid  losses $767 ,  103  00 

Unearned  premiums: 

On  one  year  risks. .  .*. $2,131 ,433  90 

On  term  risks 1 ,832,286  32 

3,963,719  22 

Commission 1 1 028  67 

Unpaid  bills    849  64 
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Due  other  companieB $19,265  66 

Trufitees'   salaries  accrued 1 ,  500  00 

Franchise  tax,  State  of  New  York  (estimated) 2,500  00 

Fire  department  tax   (estimated) 45 ,000  00 

Total  liabilities,  except  deposit  capital $4,800,066  10 

Deposit  capital   $200,000  00 

Surplus 27, 149  39 

Surplus  to  policyholders 227 ,  149  39 

Total    liabilities    $5,028, 115  58 

The    above   statement    shows    a   surplus    to   policyholders   of 
$227,149.39. 

Mtirine  Branch 

The    following    statement    shows    the   financial    condition    on 
September  30,  1913,  of  the  Marine  Branch  of  the  company: 

Ledger  Asset 8 

Book  value  of  bonds $351 ,860  00 

Deposits  in  banks  on  interest 213, 725  01 

Due  from  other  companies  representing  business  written  sub- 
sequent to  June  30,  1913 31,429  77 

Due  from  other  companies  representing  business  written  prior 

to  July  1,  1913 6,249  08 

Total  ledger  assets $603,263  86 

Non-Ledger  Assets 

Interest  accrued  on  bonds 3 ,218  75 

Interest  accrued  on  bank  deposits 208  49 

Gross  assets    $606,691  10 

Deduct  Assets  Not  Admitted 

Book  value  of  bonds  over  market  value $6,860  00 

Due  from  other  companies  representing  busi- 
ness written  prior  to  July   1,   1913 6,249  08 

13,109  08 

Total    admitted    assets $593,582  02 
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Liabilitiea 

Unpaid  losses    $205,399  00 

Unearned  premiums: 

On   term   risks $175,565  65 

On   trip   risks 28,900  25 

204,465  90 

Due  Rossia  Insurance  Company,  Fire  Branch,  proportion  of 

expenses 11,714  31 

Total  liabilities,  except  deposit  capital $421 ,579  21 

Deposit  capital   $200,000  00 

Impairment  of   deposit   capital 27 ,  997  19 

Surplus  to  policyholders 172,002  81« 

Total  liabilities    $593,582  02 


This  financial  statement  discloses  that  the  deposit  capital  of  the 
marine  branch  was  impaired  in  the  sum  of  $27,997.19. 

This  impairment  has  been  partly  made  good  by  a  remittance 
from  the  home  office  of  the  company  of  $25,000,  leaving  a  de- 
ficiency amounting  to  $2,997.19. 

Capital  Statement 

The  financial  condition  of  the  United  States  branch  of  the  com- 
pany under  the  requirements  of  section  27  of  the  Insurance  Laws 
of  the  State  of  New  York  on  September  30,  1913,  as  ascertained 
by  this  examination,  was  as  follows: 

Aasets 

Real  estate  held  by  the  United  States  trustees $76,008  83 

Market  value  of  bonds  held  by  U.  S.  trustees  or  deposited 

with    Insurance    departments 4 ,  422 ,200  00 

Total  gross  assets  in  the  United  States  deposited  with  In- 
surance departments  or  trustees $4,498,208  83 

lAabilities 

Unpaid  losses    $767 ,  103  00 

Unearned   premiums    3,963,719  22 

Commission 1 ,028  67 

Unpaid  bills    849  64 
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Due   other   companies $19,265  66 

Trustees*   salary   accrued 1 ,500  00 

Taxes  on  premiums   (estimated) 2,500  00 

Total  liabilities  in  the  United  States $4,755,9ff6  19 

Excess  of  liabilities  over  assets 257,757  36 

Balance   (being  the  gross  assets  reported  above) $4,498,208  83 

The  debit  and  credit  items  of  $45,000,  covering  fire  department 
taxes  appearing  in  the  general  financial  statements,  have  been 
eliminated  from  the  forgoing  capital  statement  This  procedure 
is  followed,  for  the  reason  that,  while  this  report  recognizes  an 
offsetting  credit  to  the  charge  made,  no  such  credit  is  contemplated 
under  the  provisions  of  section  27  of  the  New  York  Insurance 
Law. 

The  above  statement  indicates  that  the  company's  capital,  as 
contemplated  by  section  27  of  the  Insurance  Law  of  the  State 
of  New  York,  has  been  extinguished  and  that  a  further  deficiency 
exists  of  $257,757.36. 

On  the  manager's  attention  being  called  to  such  existing  con- 
dition, steps  were  taken  to  make  good  the  deficiency,  which  was 
accomplished  in  the  following  manner,  viz : 

On  December  22,  1913,  $273,915.48  in  cash  was  transferred 
and  placed  to  the  credit  of  the  United  States  trustees,  in  addi- 
tion to  a  deposit  made  on  December  9,  1913,  with  such  trustees 
of  the  following  bonds  having  a  market  value  of  $282,300. 

Description  Par  Value    Market  Value 

Atchison,  Topeka  &  Santa  Fe  liy.  Co.,  General 

Mtge.,   4%,    1995 $50,000  $46,000 

Baltimore   &   Ohio   R.   R.,   Prior   Lien,    3%%, 

1926  60,000  45,600 

Louisville  &  Nashville  R.  R.  Co.,  Unified,  4%, 

1940  50,000       46,000 

Missouri,    Kansas    &    Texas    Ry.    Co.,    First 

Mortgage,  4%,   1990 50,000  44,000 

New  York,  Ontario  &  Western  Ry.  Co.,  First 

&  Ref.  Mtge.,  4%,  1992 15,000  12,750 

Norfolk  &  Western  Ry.  Co.,  First  Consolidated 

Mtge.,   4%,    1996 45,000  41,850 

Wabash  Railroad  Co.,  First  Mtge.,  5%,  1939..  30,000  30,600 

Western   New   York   &   Penn.    Ry.    Co.,    First 

Mtge.,   5%,    1937 15,000  15,600 

Total  par  and  market  values $305,000  $282,300 
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Ab  verifying  said  depoflits,  affidavits  of  the  United  States  man- 
ager and  of  the  trustees  are  attached  hereto. 

Real  Estate 

The  real  estate  consists  of  a  plot  of  ground  purchased  in  April, 
19 13,  on  which  a  building  to  be  occupied  as  the  home  office  of 
the  company  is  being  erected.  The  purchase  price  of  the  land  and 
an  additional  sum  disbursed  for  building  purposes,  making  a  total 
of  $76,008.83  for  the  purpose  of  this  examination,  has  been  al- 
lowed in  the  foregoing  financial  and  capital  statements  as  the 
value  of  such  real  estate.  z 

No  appraisal  of  the  real  estate  owned  has  been  made,  nor  has 
the  title  to  the  property  been  examined.  We  would  therefore 
respectfully  suggest  that  the  said  real  estate  be  appraised  and  the 
title  thereto  examined  upon  the  completion  of  the  building. 

Among  the  securities  held  in  trust  by  the  United  States  trustees 
are  $300,000  par  value,  city  of  New  York,  East  River  bridge, 
3^  per  cent  bonds  due  1953,  registered  in  the  name  of  the  Rossia 
Insurance  Company,  and  $50,000  par  value.  New  York  Central 
and  Hudson  River  R.  R.  Co.  first  mortgage  3%  per  cent  bonds, 
due  1997,  registered  in  the  name  of  the  Rossia  Insurance  Com- 
pany, United  States  Department  Such  securities  have  not  been 
assigned  to  the  trustees.  Inasmuch  as  these  securities  are  in  the 
physical  possession  of  the  trustees,  and  by  them  have  been  re- 
ported to  these  Departments  as  held  for  the  protection  of  the 
United  States  policyholders,  we  have  given  the  company  credit  in 
the  foregoing  general  and  capital  statements.  It  is,  however,  re- 
spectfully suggested  that  the  United  States  manager  and  the  trus- 
tees be  directed  to  take  the  necessary  steps  looking  to  proper 
registration  of  said  securities  and  to  furnish  the  Departments 
of  the  States  of  New  York  and  Connecticut  with  proof  of  the 
proper  assignment  of  said  securities  to  the  United  States  trustees. 

Mariiw, —  The  amount  charged  as  a  liability  for  unpaid  losses 
includes  all  losses  reported  to  October  31,  1913,  which  were  in- 
curred on  or  before  September  30,  1913,  and  in  addition  thereto 
we  have  charged  an  estimated  amount  of  $50,000  as  a  liability 
for  losses  not  yet  reported.    This  additional  charge  has  been  made 


Repobts  on  Official  Examination  503 

owing  to  the  fact  that  an  unusually  long  period,  at  times,  elapses 
between  the  occurrence  of  a  loss  and  its  report  to  the  company. 

An  examination  of  the  loss  registers  evidenced  the  fact  that 
during  the  months  of  November  and  December,  1912,  losses  were 
reported  which  were  incurred  on  or  before  September  30,  1912, 
approximating  the  sum  of  $50,000,  and  for  this  reason  such  esti- 
mated additional  chai^  has  been  made. 

Unearned  Premiums 

The  unearned  premium  liability,  computed  on  a  pro  rata  basis, 
of  $3,963,719.22  is  $33,379.28  greater  than  if  computed  on  the 
annual  statement  basis.  It  was  verified  by  checking  the  ceding 
companies'  written  and  cancellation  bordereaux  with  the  company's 
reserve  book.  In  the  course  of  such  verification  it  developed  that 
clerical  errors  had  been  made  in  preparing  the  canceled  premium 
cards  for  use  in  the  tabulating  machine.  Such  clerical  errors 
resulted  in  a  considerable  increase  in  the  premiums  canceled. 
These  errors  remained  undiscovered  by  reason  of  the  failure  of  the 
company  to  compare  the  result  so  obtained  with  the  amount  of 
cancellations  reported  by  the  ceding  companies. 

It  was  therefore  necessary  to  list  the  cancellations  of  a  number 
of  months  in  order  to  arrive  at  the  actual  amount  of  cancellations 
in  such  months. 

Fire  Department  Tax 

A  suit  is  now  pending  in  the  Supremo  Court,  brought  by  the 
Fire  Commissioner  of  the  city  of  New  York,  against  one  of  the 
foreign  reineurance  companies  for  the  recovery  of  taxes  payable 
to  said  fire  commissioner  under  the  provisions  of  sections  799  and 
800  of  the  charter  of  the  city  of  New  York ;  therefore,  the  sum  of 
$45,000  has  been  charged  as  the  estimated  liability  which  this 
company  may  be  called  upon  to  pay. 

This  charge  has  been  made,  although  United  States  Manager 
Sturhahn  claims  that  in  the  event  of  the  company  being  called 
upon  to  pay  this  tax,  it  would  be  repaid  by  the  various  ceding 
companies. 
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In  support  of  such  claim^  Manager  Sturhahn  has  procured 
from  the  various  companies  .with  which  the  Eossia  has  treaties 
certificates  to  the  effect  ^^  that  fire  department  taxes  or  assessments 
are  included  under  ^  taxes  and  other  assessment '  payable  by  this 
company  upon  reinsurance  ceded  to  the  Bossia  Insurance  Com- 
pany under  its  reinsurance  agreement  and  are  refunded  to  the 
Bossia  if  paid  by  them  directly     *     *     *." 

We  have  therefore  recognized  the  certificates  as  sufficient  evi- 
dence to  enter  a  corresponding  credit  offsetting  the  charge  on  such 
account 

All  other  asset  and  liability  items  have  been  verified  in  the 
usual  manner. 

Staiviory  Deposits 

The  company  has  on  deposit  with  the  general  fiscal  officers  of 
the  States  named  below  the  following  bonds  for  the  protection  of 
its  policyholders  in  the  United  States: 

Fire  Branch 

State                                       Description  Par  Value  Market  Value 

New  York,  State  of  N.  Y.  Canal  Imp.,  3%,  1959.  $200,000  $188,000 

Connecticut,  State  of  N.  Y.  Canal  Imp.,  3%,  1957  150,000  141,000 

Connecticut,  State  of  N.  Y.  Canal  Imp.,  4%,  1960  50,000  50,000 

Connecticut,  State  of  N.  Y.  Canal  Imp.,  4%,  1961  10,000  10,000 

Ohio,  City  of  Cleveland,  O.,  4%%,  1931 100,000  101,000 

Marine  Branch 
New  York,  State  of  N.  Y.  Canal  Imp.,  4%,  1961  200,000  200,000 

Certificates  were  obtained  from  the  proper  officials  covering  the 
above  enumerated  deposits. 

Your  attention  is  specially  called  to  the  fact  that  the  market 
value  of  the  securities  deposited  in  the  State  of  New  York  cover- 
ing the  fire  branch  of  the  company  is  $12,000  short  of  the  statu- 
tory requirements. 

To  comply  with  the  requirements  of  various  States,  the  company 
has  filed,  with  the  proper  officers  of  the  States  named  below,  surety 
bonds  in  the  following  amounts: 
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State  Amount  of  bond 

Texas $60,000  00 

Louisiana : 20,000  00 

North  Carolina 10,000  00 

Arkansas 20,000  00 

AnmuU  Stoiemerii 

An  examination  of  the  annual  statement  of  the  fire  branchy 
filed  for  the  year  ending  December  31,  1912,  disclosed  that  the 
company  had  omitted  to  charge  itself  with  a  liability  for  con- 
tingent  commissions  paid  during  1913  on  the  business  of  1912,  of 
$42,953.33. 

In  February,  1912,  fire  premiums  approximating  $120,000 
were  erroneously  entered  in  the  reserve  book  as  cancelled,  expiring 
in  1913.  These  premiums  actually  expired  in  1912  and  no  credit 
should  have  been  taken.  In  addition,  all  premiums  expiring  in 
other  years  and  cancelled  during  said  month  were  entered  in  said 
reserve  book  as  expiring  one  year  later  than  the  actual  date  of 
expiration.  The  correct  entry  of  these  cancellations  would  have 
increased  the  unearned  premium  liability  on  December  31,  1912, 
in  an  approximate  amount  of  $75,000. 

In  the  statement  filed  covering  the  marine  branch  the  company, 
in  addition  to  the  liability  for  reported  unpaid  losses  on  De- 
cember 31,  1912,  charged  a  liability  of  $15,000  for  losses  un- 
reported. 

An  examination  of  the  losses  reported  subsequent  to  December 
31,  1912,  but  incurred  prior  thereto,  evidenced  the  fact  that 
$70,000  more  nearly  represented  the  actual  liability  than  the 
amount  reported.  An  accurate  establishment  of  the  amount  due 
on  such  account  by  the  company  was  of  course  not  possible  at  the 
close  of  the  year,  and  the  increase  referred  to  was  ascertained  by 
an  examination  of  the  settlements,  revised  estimates,  etc.,  not 
fully  in  possession  of  the  company  when  the  annual  statement 
was  presented. 

Remittances  to  cmd  from  Home  Office 
The  following  schedules  show  all  monies  received  from  or  re- 
mitted to  the  home  office  of  the  company  by  its  United  States 
branch  on  account  of  its  fire  branch,  from  January  1,  1909,  to 
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September  30,  1913,  and  on  account  of  its  marine  branch  from 
a  time  prior  to  its  admission  as  a  marine  company  to  September 
30,1913: 

Fire  Branch 

Received  from        Remitted  to 
Year  Home  Office  Home  Office 

1909 $717  70  $425,000  00 

1910 a,284  32  200,000  00 

1911 50,000  00  165,000  00 

1912 201,822  92  175,031  25 

1913    (to  Sept.  30) 425,000  00 

$254,824  94  $1,390,031  25 

• 

Marine  Branch 

1911 $230,000  00     

1912 145,000  00      

1913    (to   Sept.    30) 7,230  00  $132,230  00 

Totals $382,230  00       $132,230  00 


RUSSIAN    REINSURANCE     COMPANY —  UNITED 

STATES    BRANCH 

St.  Petersburg,  Russia 

Examined  to  ascertain  condition  December  31,  1913. 
Report  dated  April  24,  1914. 
Examiner:  Charles  H.  Gardner. 

Assets 

Book  value  of  bonds $1,368,008  08 

Cash  in  bank 144,761  85 

Premiums  due  —  net  balance  of  account 30 ,  338  25 

Total  ledger  assets $1 ,543,008  18 

Non-Ledger  Assets 
Accrued  interest  on  bonds 1 1 ,407  50 

Gross   assets    $1,554,415  68 
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Deduct  Assets  Not  Admitted 
Book  value  of  bonds  over  market  value $54, 328  08 

Admitted  assets    $1,600,087  60 

Littbilities 

Unpaid  losses   $129,551  03 

Unearned  premiums  —  one  year  risks $403,480  24 

Unearned  premiums  —  term  risks 394,606  53 

Total  unearned  premiums 798 ,  176  77 

Tax  on  premiums  estimated 17 ,  872  66 

Contingent  commissions   13 ,  166  84 

Adjustment   expenses    668  60 

Total  amount  of  all  liabilities $959,436  80 

Deposit  capital   $200,000  00 

Surplus 340,650  80 

Surplus   to  policyholders 540,650  80 

ToUl   liabilities    $1 ,500,087  60 

Capital  Statement 

The  financial  condition  of  the  United  States  Branch  of  the 
company  on  a  capital  statement  basis  on  December  31,  1913,  as 
ascertained  by  this  examination,  was  as  follows : 

Assets 
Securities   Deposited   in   Insur- 
ance Departments: 
State  of  New  York.  Par  Value      Market  Value 

New  York  City  4's,  1956 $223,000  $211 ,850 

State  of  Ohio. 
U.  S.  Gov.  4's,  1924 100,000  104,000 

Total  par  and  market  value. .         $323,000  $315,850       $315,850  00 

Securities  held  by  the  United 
States  Trustee: 
N.  Y.  City  Corporate  Stock $1 ,036 ,000  $997 ,  830 

Total  par  and  market  value $1,035,000  $997,830        997,830  00 


Gross  assets  in  the  United  States $1,313,680  00 
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Liabilities 

Total  unearned  premiuma $798, 176  77 

Unpaid  lossee   129 ,551  93 

All  other  liabilities 31,708  10 


Total  liabUity  in  the  United  States $959,436  80 

Capital  under  Sec.  27  of  the  Insurance  Law 354,243  20 

Total  (being  gross  assets  reported  above) $1,313,680  00 


As  a  result  of  this  examination  the  surplus  of  the  company  was 
found  to  be  the  sum  of  $340,650.80  above  the  deposit  capital  of 
$200,000,  or  a  reduction  of  $5,630.37  in  the  surplus  as  reported 
by  the  company  in  its  annual  statement  submitted  to  the  Depart- 
ment for  the  year  ending  December  31,  1913.  This  reduction  is 
due  to  the  fact  that  the  amount  due  for  contingent  commissions 
was  increased  $5,666.84  in  excess  of  the  amount  charged  by  the 
company  in  its  annual  statement.  The  outstanding  loss  account 
was  reduced  $36.47,  leaving  a  net  balance  of  $5,630.37  or  a  re- 
duction in  surplus  of  said  amount. 

Attached  to  this  report  is  a  schedule  of  the  securities  owned  by 
the  company  setting  forth  the  book,  par  and  market  value  of  the 
same. 


SECOND  RUSSIAN  INSURANCE  COMPANY  —  UNITED 

STATES  BRANCH. 

St.  Petebsburg,  Russia 

Verificaiion  of  capital  statement  as  of  December  1,  1913. 
Report  dated  December  6,  1913. 
Examiner:     Charles  11.  Gardner, 

A8$etM 

Deposited  with  the  Superintendent  of  Insurance  of  the  State  of  New  York: 

Description 
City  of  New  York  3's,  1925 . . 
City  of  New  York  S^'s.  1928 
City  of  New  York  3%'6,  193Q 
City  of  New  York  3%'b,  1920 
City  of  New  York  3%'8,  1922 
City  of  New  York,  3's,  1920. . 


Par  Value 

Market  Value 

$17,000 

$14,960 

75,000 

68,250 

16,000 

13,500 

25,000 

23,760 

75,000 

70,500 

15,000 

13,800 

Total  par  and  market  value . .         $222 ,  000  $204 ,  760      $204 ,  760  00 
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Deposited  with  the  United  States  Trustee: 

Desoription  ,Par  Value    Market  Value 

County  of  Cuyahoga  5's,  April  1, 

1919   $16,000  $16,480 

County  of  Cuyahoga  6'b,  October 

1,  1919 16,000       16,480 

County  of  Cuyahoga  58,  April  1, 

1920  16,000  16,640 

County  of  Cuyahoga  5'8,  October 

1,  1920 16,000  16,640 

County  of  Cuyahoga  6'b,  April  1, 

1921   16,000  16,640 

County  of  Cuyahoga  d's,  October 

1,  1921    16,000  16,640 

County  of  Cuyahoga  5'b,  April  1, 

1922  4,000  4,200 


Total  par  and  market  value. .         $100,000            $103,720      $103,720  00 
Cash  on  deposit  with  trustee 193,034  4d 


Total  gross  assets  in  the  United  States  deposited  with 
Insurance  Department  and  trustee $601 ,514  48 


LiabiUtiea 

Unearned  premiums $928  79 

Unpaid  losses 450  00 


Total  liabilities  in  the  United  States $1 ,  378  79 

Capital  under  Sec.  27  of  the  Insurance  Law 500, 135  69 


Total  (being  grose  assets  reported  above) $501,514  48 


The  securities  entered  in  the  foregoing  financial  statement 
represent  a  par  value  of  $322,000  and  a  market  value  of  $308,480. 
Of  this  amount  $222,000  par  value  is  deposited  with  the  Insur- 
ance Department  of  this  State,  and  the  amount  of  said  depoeit 
was  verified  from  the  Department  records  (certificate  of  deposit 
annexed  hereto).  The  remaining  $100,000  is  held  by  the  New 
York  Life  Insurance  and  Trust  Company  of  New  York,  United 
States  trustee  of  the  company.  The  securities  held  by  the  United 
States  trustee  were  verified  by  a  personal  examination  and  count 
thereof.  The  cash,  amounting  to  $193,034.48,  was  certified  to  by 
the  New  York  Life  Insurance  and  Truet  Company,  as  being  on 
deposit  with  said  corporation  on  December  1,  1913,  as  is  evidenced 
by  a  bank  certificate  attached  hereto. 
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The  liabilities  of  $1,378.79  entered  in  the  above  financial  state- 
ment are  due  to  the  fact  that  the  company,  through  its  home 
ojEce,  is  accepting  reinsurance  from  the  United  'States  branches  of 
the  British  America  and  Western  Assurance  Companies  of 
Canada,  respectively,  upon  risks  located  in  Porto  Rico.  State- 
ments of  account  were  procured  from  each  of  the  above  named 
companies,  showing  the  liability  incurred  as  a  result  of  said 
reinsurance,  and  properly  chargeable  on  November  27,  1913.  The 
statements  above  referred  to,  being  duly  sworn  to  by  W.  B.  Meikle, 
General  Manager  of  both  companies,  are  attached  to  this  report 


SENECA  FIRE  INSURANCE  COMPANY 

Buffalo,  N.  Y. 

Examined  on  organization. 
Report  dated  January  30,  1914. 
Exa/miner:   John  E.  Watson, 

Organization 

The  company  was  incorporated  February  1,  1912,  under  the 
provisions  of  section  110  of  the  Insurance  Law.  This  incorpo- 
ration took  the  place  of  a  former  one  made  in  1909,  which  had 
been  forfeited  for  non-use  under  the  Stock  Corporation  Law. 

Purposes 

The  company  was  organized  to  do  a  general  firoj  inland  marine, 
tornado  and  automobile  insurance  business. 

Capital  Stock 

The  authorized  capital  stock  was  placed  at  $200,000,  divided 
into  20,000  shares  of  a  par  value  of  $10  each. 

These  shares  were  to  be  sold  at  $22  each,  which  was  to  pro- 
vide funds  as  follows,  viz. : 

Capital    $200,000  00 

Surplus  200,000  00 

Organization  expense 40 ,000  00 


Rbportb  on  Official  Examination  511 

Sales  of  Stock 

The  stock  was  sold  by  several  methods : 

(a)  MaiL 

(b)  Stock  salesmen. 

(c)  Syndicate  subscription. 

The  mail  campaign  w^s  confined  to  a  list  of  two  thousand  namee 
and  the  results  obtained  were  small. 

Sales  were  made  by  a  stock  salesman  up  to  March,  1913,  when 
section  6G  of  the  Insurance  Law  became  effective,  prohibiting  the 
sale  of  securities  of  an  authorized  insurance  corporation  in  this 
State  until  and  unless  a  certificate  of  authority  shall  first  have 
been  procured  from  the  Superintendent  of  Insurance. 

Since  that  time  sales  of  stock  by  salesmen  have  been  discon- 
tinued. 

On  October  18,  1912,  the  company  agreed  to  sell  to  a  syndicate 
headed  by  C.  C.  Quinlan  of  Detroit,  Michigan,  5,500  shares  of 
the  capital  stock  of  the  company,  being  all  the  shares  of  stock  re- 
maining unsold  at  such  time.  The  syndicate  agreed  to  pay  the 
same  price  as  other  stockholders,*  the  commission  on  the  sale  of 
this  block  of  stock  being  allowed  at  $2  per  share  to  a  stock  sales- 
man representing  the  syndicate,  the  net  result  of  the  transaction 
being  the  cost  to  the  company  of  the  full  $2  per  share  expense  por- 
tion of  the  purchase  money. 

In  December,  1913,  this  syndicate  informed  the  company  that 
they  could  not  complete  the  payments  on  the  full  subscription  of 
5,500  shares,  but  would  return  to  the  company  4,500  shares.  A 
new  syndicate  was  formed  consisting  of  fifteen  persons  interested 
in  the  company,  to  take  over  these  unsubscribed  shares,  and  on 
December  31,  1913,  the  last  of  the  cash  necessary  to  pay  for  these 
shares  and  complete  the  organization  was  paid  into  the  company's 
treasury. 

In  making  subscriptions  to  the  4,500  shares  necessary  to  com- 
plete the  organization,  the  syndicate  procured  the  money  to  pay 
for  same  on  individual  notes  discounted  by  banks.  The  members 
of  the  syndicate  expect  to  sell  the  stock  so  subscribed  for  and  with 
the  proceeds  liquidate  the  notes.     The  examiner  is  informed  that 
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said  notes  are  individual  liabilitioB  of  the  persons  comprising  the 
syndicate  and  do  not  bear  the  name  of  the  company  either  as 
maker  or  indorser. 

Financial 

The  transactions  of  the  company  are  set  forth  in  the  following 
financial  statement : 

Income 

Subscriptions  to  capital  stock $200,000  00 

Contributions  to  surplus  by  stockholders 200 ,  000  00 

Contributions  to  surplus  by  forfeiture  of  subscriptions 303  00 

Organization  expense  contributions  by  stockholders 40,000  00 

Interest  on  investments 2,452  90 

Interest  on  bank  deposits  (capital  deposits) 2,048  50 

Interest  on  bank  deposits  (expense  money) 270  75 


Total  income $445,076  16 

Diahuraementa 

Commissions $33 ,  142  01 

Printing  and  postage 4, 155  67 

Miscellaneous   expense    5 ,025  87 

Furniture  and  fixtures 1,041  80 

State  taxes   100  00 

Unaccoimted  for  funds 1 ,  375  89 


Total  disbursements 44,841  24 


Balance $400,233  91 


Aaaeta 

Accounted  for  as  follows: 

Municipal  bonds   (purchase  price) $211,678  89 

Certificates  of  deposit 118,000  00 

Cash  in  bank 70,556  02 


$400,233  91 

Non-Ledger  Aaaeta 

Interest  accrued   on   bonds 2 ,297  68 

Market  value  of  bonds  over  purchase  price 1 ,  778  03 


Total  assets  $404,309  62 


LiahUitiea 

Capital    $200,000  00 

Surplus  204,309  62 

$404,309  62 
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SUFFOLK  COUNTY  MUTUAL  INSURA.NOE  COMPANY 

SOUTHOIJ);  N.  Y. 

^Examined  to  ascertain  condition  June  SO,  1913. 
Report  dated  July  14,  1918. 
Examiner:   Richard  A,  Elmer. 

Orgamzation:  The  Suffolk  Coontj  Mutual  Insurance  Company 
was  incorporated  on  April  30,  1836 ;  on  March  30,  1856,  an  act 
was  passed  by  the  Legislature  of  this  State  to  continue  and  extend 
the  charter  of  the  company  for  the  term  of  twenty  years  from  and 
after  the  30th  day  of  April,  1856;  cm  the  22nd  day  of  April, 
1875,  the  charter  was  continued  and  extended  under  the  Gleneral 
Insurance  Laws  of  New  York  for  a  term  of  thirty  years,  and  on 
March  15,  1905,  the  charter  was  continued  and  extended  for  a 
term  of  thirty  years  from  and  after  the  30th  day  of  April,  1906. 

To  become  a  member  of  this  company  and  obtain  insurance 
therein,  the  applicant  must  give  a  deposit  note  varying  from  8  per 
cent,  to  20  per  cent,  of  the  insurance,  according  to  the  nature  of 
the  risk.  Article  XI  of  the  by-laws  and  rules  of  the  company, 
however,  provide  as  follows:  ^^  For  the  present,  and  so  long  as  in 
the  judgment  of  the  directors  the  funds  on  hand  are  sufficient, 
those  who  have  been  members  for  eight  years  shall  be  entitled  to 
a  renewal  of  their  policies  (if  renewable  at  all)  by  paying  one  and 
one  half  per  cent,  on  the  amount  of  their  deposit  notes." 

The  company  also  writes  insurance  for  "  cash  premiums  »  with- 
out  notes,  allowing  no  reduction  for  premiimis  on  account  of 
length  of  time  insured,  using  a  special  cash  policy  to  be  adapted 
to  this  new  condition.  (Article  XXVI,  by-laws  and  rules, 
Suffolk  County  Mutual  Insurance  Company.)  This  policy  is  en- 
dorsed ''  Non-assessable." 

Officers  and  Directors:  At  the  annual  meeting  of  the  company 
held  on  January  28, 1913,  at  the  office  of  the  company  in  Southold, 
New  York,  the  following  officers  and  directors  were  elected  for 
the  ensuing  year : 

President  and  treasurer,  Samuel  Dickerson;  vice^reeident, 
Henry  H.  Preston;  secretary,  Albert  A.  Folk;  attorney,  Nathan 
D,  Petly. 

17 
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Nathan  D.  Petty,  Jonathan  Baker,  J.  Madison  Wells,  Henry 
H.  Preston,  Samuel  Dickerson,  Charles  E.  Overton,  Marcos  W. 
Terry,  Erastus  F.  Post,  Archibald  S.  Havens,  Silas  F.  Overton, 
S.  Lester  Albertson,  Samuel  O.  Hedges,  William  A.  Fleet 

Firumcial  Condition:  The  financial  condition  of  the  company 
as  of  June  30,  1913,  was  found  to  have  been  as  follows: 

AsgeU 

Mortgage  loans  on  real  estate. . . , $77 ,560  00 

Cash  in  bank 18,476  71 

Agents'  balances  within  three  months 649  73 

Accrued  interest  on  mortgages 1 ,  178  74 

Accrued  interest  on  bank  deposits 312  48 

Total  admitted  assets $98,067  66 


Lidbiliiies 

Unpaid  losses : $226  00 

Unearned  premiums 4,661  42 

Liabilities  except  surplus $4,S76  42 

Surplus  over  all  liabilities 93, 191  24 

Total  liabilities $98,067  66 


Mortgage  Loans:  The  principal  asset  of  the  company  consists 
of  forty-five  mortgage  loans  on  real  estate  and  a  schedule  of  the 
said  loans  is  filed  with  the  paper  of  this  report  The  papers  in 
connection  with  each  loan  were  ezamiaed  and  though  no  appraisals 
have  heen  made  of  the  real  estate  mortgaged,  it  is  believed  that  the 
loans  are  sufficiently  secured. 

Mortgage  loan  No.  70  for  $1,800  given  in  the  year  1910  is  to 
Albert  A.  Folk,  the  secretary  of  the  company,  and  would  appear 
to  be  in  violation  of  the  provisions  of  section  3&  of  the  Insurance 
Law  of  this  State,  which  reads  in  part  as  follows : 

"Ko  director  or  officer  of  an  insurance  corporation  doing  business  in  this 
state  shall  receive      *    *    *    or  any  loan  from  such  corporation    *    *    *." 

Mortgage  loan  No.  10  for  $1,650  given  in  1895  is  to  J.  Madison 
Wells,  a  director  of  the  company.  This  loan,  however,  was  made 
before  the  enactment  of  the  above  quoted  sectioiL 

Cash  in  Bavk:  The  cash  ia  bank  consists  of  an  active  account 
in  the  Bank  of  Southold,  New  York,  and  deposits  in  five  saving 
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banks.  The  balances  in  the  various  banks  were  verified  bj  means 
of  certificates  from  the  banking  institutions. 

Records  amd  Accounis :  The  company  draws  up  a  general  finan- 
cial statement  but  once  a  year,  and  as  the  books  were  not  written 
up  as  of  June  30,  1913,  no  attempt  has  been  made  to  compile  a 
schedule  of  income  and  disbursements  or  audit  the  receipts  and 
outgo. 

All  premiums  are  paid  to  the  secretary,  Mr.  Albert  A.  Folk, 
who  enters  them  on  the  books  of  the  company  and  turns  them  over 
by  check  to  Mr.  Dickerson,  the  president  and  treasurer,  who  de- 
posits same  in  the  Bank  of  Southold  to  the  order  of  the  company. 
The  records  of  the  treasurer  are  somewhat  primitive  and  difficulty 
was  experienced  in  reconciling  his  balance  with  the  balances  in 
the  various  banks^  for  the  reason  that  no  separate  account  is  kept 
with  each  bank. 

It  is  respectfully  recommended  that  the  company  be  advised 
to  install  a  proper  set  of  books,  showing  by  date  all  items  of  re- 
ceipts and  outgo,  to  open  separate  bank  accounts  on  the  books  of 
the  treasurer  and  balance  same  each  month. 


UNION  FIEE  INSURANCE  COMPANY  — U.  S.  BRANCH 

Pabis,  Fbanob 

Examined  to  ascertain  condition  Ma/rch  31,  1914. 
Report  dated  June  19,  1914. 
Examiner:    Richard  A.  Elmer. 

The  Union  Fire  Insurance  Company  was  originally  authorized 
by  Royal  Ordinance  under  date  of  October  6,  1828,  and  was  con- 
verted into  a  joint  stock  company  by  decree  of  the  president  of 
the  republic  under  date  of  February  29,  1876.  At  the  present 
time  the  company  is  operating  in  the  following  countries :  France, 
Switzerland,  Italy,  Belgium,  England,  Scandinavia,  Germany, 
Bulgaria,  Russia,  Turkey,  Egypt,  British  India,  Canada,  Cuba, 
and  the  United  States.  The  company  entered  the  United  States 
in  1910  under  the  provisions  of  section  27  of  the  Insurance  Law 
of  the  State  of  New  York,  making  the  statutory  deposit  wiw  the 
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SupermtendeQt  of  Insurance  of  the  said  State  and  appointing  the 
Farmers  Loan  and  Trust  Company  of  the  City  of  New  York  the 
United  States  trustee.  The  corporation  of  Starkweather  &  Shep- 
ley,  of  Providence,  E.  I.,  was  appointed  the  United  States 
manager. 

The  United  States  manager  operates  and  conducts  the  affairs 
of  the  company  under  the  provisions  and  conditions  contained  in 
a  letter  of  instruction^  dated  June  10,  1910,  from  the  foreign 
manager  of  the  company. 

The  essential  features  of  the  said  letter  are  as  follows: 

(a)  The  United  States  manager  is  given  fuU  power  for  the  representa- 

tion of  the  company  in  the  United  States  and  the  transaction  of 
aU  business  relative  to  insurance  for  the  said  company. 

(b)  The  underwriting  territory  is  indicated,  the  installation  of  agents 

required  and  the  amount  to  be  written  on  the  various  lines 
specified. 

(c)  All  expenses  of  conducting  the  business  are  to  be  paid  by  the 

United  States  manager  with  the  exception  of  loss  adjustments, 
licenses,  taxes  and  administrative  expenses. 

(d)  In  payment  for  the  said  services  and  disbursements  a  fixed  oom- 

mlBsion   of  33.%   is  allowed,   calculated   on   the   net   premium 
income. 

(e)  Bordereaux  of  premiums  written,  cancelled  and  reinsured,  and  losses 

incurred  and  paid  are  to  be  forwarded  to  the  home  office  weddy 
and  a  complete  account  of  the  various  transactions  each  month. 

I  am  also  advised  that  it  is  understood  between  l^e  company 
and  the  manager  that  all  balances  due  the  company  shall  be  paid 
within  ninety  days,  and  that  the  United  States  manager  is  respon- 
sible and  obligated  to  make  good  any  losses  or  defalcations  on  ac- 
count of  any  agent  of  the  company. 

Capital  Statement 

The  financial  condition  of  the  company  on  March  81,  1914, 
under  the  capital  statement  requirements,  as  provided  for  in 
section  27  of  the  Insurance  Law,  was  as  follows: 

Assets  ^  ^^ 

Securities  deposited  in  Insurance  Departments  or 

with  chief  financial  officers  in  various  States  of 

the  United   States    $345,000  00      $S60,660  00 

Securities  vested  and  held  in  the  United  States 

by  Trustees  860,254  60        336,421  50 
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Total  groBB  asBets  in  the  United  States  deposited  with 

Insuranoe  Departments  and  Trustees $686,971  50 

Liabilities 

Unearned  premium  reserve $349,252  01 

Unpaid  losses    62,836  24 

Other  liabmties  2,500  00 

Total  liabUities  in  the  United  States $414,588  25 

Capital  under  section  27  of  the  Insurance  Law 272,383  25 

Total  (gross  assets)  $686,971  50 

Income  and  Disbubsbmbntb 

A  condensed  schedule  of  the  income  and  disbursements  from 
January  1,  1914,  to  March  81,  1914,  is  as  follows: 

Balance  I>ecember  31,  1913 $964,493  69 

Income 

Net  premiums  written $113,916  26 

Interest  on  securities  and  bank  deposits 8,874  18 

Total  income  122,790  44 

$1,087,284  13 

Disbursements 

Losses   paid,   less   reinsurance $78, 180  39 

Expenses,  taxes,  etc 46,625  56 

Total  disbursements 124,805  95 

$962,478  18 

Genebal  Statement 

The  condition  of  the  company  under  the  general  form  of  state- 
ment on  March  81,  1914,  was  found  to  have  been  as  follows: 

Ledger  Assets 

Book  value  of  bonds $698,330  00 

Deposited  in  trust  companies 150, 131  92 

Agents'  balances,   representing  business  written 

subsequent  to  January  1,  1914 103,473  49 

Agents'  balances,   representing  business  written 

prior  to  January   1,    1914 10,442  77 

Philadelphia  Underwriters'  Association  deposit. .  100  OO 

Total  ledger  assets $962,478  18 
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Non-Ledger  Assets 

Acoroed  interest $8,241  21 

Gross  assets , $070,719  39 

Deduct  Assets  Not  Admitted 

Agents'  balances,  representing  business  written 

prior  to  January  1,  1914 $10,442  77 

Book  value  of  bonds  over  market  value 11,358  50 

21,801  27 

Total  admitted  assets $048,018  12 

LiahilHies 

Gross  amount  of  unpaid  losses  and  claims $101,360  35 

Deduct  admitted  reinsurance 38,633  11 

Net  amount  of  unpaid  losses $62,836  24 

Unearned  premium  reserve 340,252  01 

Estimated  amount  for  taxes,  expenses,  etc 2,600  00 

Commissions  due  or  accrued 37,592  87 

Total $462,180  62 

Minimum  deposit  capital $200,000  00 

Surplus  206,737  60 

Surplus  to  policyholders 406,737  60 

Total  liabilities $048,018  12 


Securities  Owned 

The  securities  deposited  with  the  various  States  were  verified 
by  means  of  certificates  obtained  from  the  proper  State  officials. 
It  will  be  noted  that  the  securities  deposited  with  the  States  of 
New  York  and  Ohio  are  held  for  the  protection  of  all  the  policy- 
holders of  the  company,  and  that  the  securities  deposited  with  the 
States  of  Georgia  and  Virginia  are  special  deposits  and  are  not 
held  for  the  protection  of  all  the  policyholders  in  the  United 
States. 

The  securities  vested  in  and  held  by  the  United  States  trustee, 
the  Farmers  Loan  and  Trust  Company  of  New  York,  were  ex- 
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amined  and  verified  at  the  office  of  the  said  trust  company  in  the 
City  of  New  York. 

A  schedule  of  all  the  securities  owned,  giving  the  book  and  par 
values  and  the  market  value  as  of  March  31,  1914,  is  as  follows: 

Beouritiea  Deposited  in  Inewanoe  De- 
partments or  with  Chief  Finanoi<U 
Officers  in  Various  States  of  the 
United  States:  BwA  Par  Mvktt 

talue  foltM  MfM 

State    of   New   York:     City    of   New 

York,  corporate  stock,  4^%,  1900.  .$211,676  00   $210,000  00       |214,200  00 
State    of    Ohio:     City    of    Cleveland, 

water-workB  bonds,  4%,  1040 100,760  00      100,000  00         103,000  00 

State  of  Virginia:    City  of  Richmond, 

Public  Improvement,  4%,  1043 24,680  00       26,000  00  23,260  00 

State   of  Georgia:     City  of  Atlanta, 

Redemption,  4%%  10,060  00       10,000  00  10,100  00 

Securities    Vested   and   Held   in    the 

United  States  by  Trustees: 
Farmers  Loan  and  Trust  Co.  of  New 

York   (Trustee)— Atchison,  Topeka 

&  Santa  Fe  General  Mtg.,  4%,  1996.    98,376  00     100,000  00  06,000  00 

Baltimore  &  Ohio  Ist  Mtg.,  4%,  1948 .    98,600  OO     100,000  00  96,000  00 

Central  Pacific  1st  Ref dg.  4%,  1949 . .    96,600  00      100,000  00  94,000  00 

Republic  Francais  Public  Rentes,  3%, 

perpetual  (Fes.  312,200)   68,000  00       60,264  60  62,421  60 


Totals $698,330  00   $706,264  60       $686,971  60 


AgerUs'  Balances 

As  previously  noted  in  this  report,  an  understanding  exists 
between  the  company  and  the  United  States  manager  that  all  the 
agency  balances  shall  be  paid  within  ninety  days.  From  an  ex- 
amination of  the  agents'  accounts  it  was  found  that  an  amount 
equal  to  all  the  net  balances  due  prior  to  January  1,  1914,  had 
been  .paid  to  the  company  by  March  31,  1914.  However,  an 
analysis  of  the  balances  due  the  company  on  March  31,  1914, 
amounting  to  the  sum  of  $113,916.26,  showed  that  the  said  bal- 
ances contained  certain  premiums  on  policies  written  prior  to 
January  1,  1914,  and  consequently  over  ninety  days  due.  As 
section  118  of  the  Insurance  Law  of  the  State  of  New  York  pro- 
vides that  on  examination  there  shall  be  allowed  as  assets  only 
"  unpaid  premiums  on  policies  written  within  three  months,"  the 
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aboye-mentioiLed  premiums  over  ninety  days  due,  amounting  to 
the  sum  of  $10,442.77,  have  been  deducted  as  a  not  admitted  asset 
In  this  connection  it  is  respectfully  recommended  that  in  mak- 
ing future  reports  to  this  Department  the  company  be  advised  to 
ascertain  and  deduct  as  a  not  admitted  asset  all  uncollected  pre- 
miums over  ninety  days  due. 

Unpaid  Losses 

The  papers  and  records  in  connection  with  the  losses  were  ex- 
amined and  the  unpaid  losses  on  March  81,  1914,  were  found  to 
aggregate  $101,369.35,  with  admitted  reinsurance  of  $38,533.11. 
This  amount  is  less  than  the  amount  reported  by  the  company  in 
its  quarterly  statement  as  of  March  31,  1914,  for  the  reason  that 
there  has  been  used,  whenever  possible,  the  amount  actually  paid 
instead  of  the  original  estimate,  and  the  diflFerence  practically 
represents  the  gain  over  the  original  estimate. 

Unearned  Premium  Reserve 

The  reserve  records  are  kept  by  yearly  expirations,  and  it  is 
only  on  December  81st  of  each  year  that  the  company  can  accu- 
rately ascertain  the  reserve  on  a  50  per  cent,  basis. 

In  examining  the  reserve  as  of  December  31,  1913,  it  was  found 
that  certain  clerical  errors  had  been  made  and  that  there  had  not 
been  included  premiums  written  in  advance  (t.  e.,  premiums  on 
policies  written  in  1914),  although  the  said  premiums  had  been 
included  in  the  agency  balances.  By  adjusting  these  various  dis- 
crepancies the  reserve  as  of  December  31,  1913,  was  increased  to 
the  sum  of  $808,470.42,  and  for  the  purpose  of  this  examination 
an  estimate  based  on  the  premiums  written  during  the  first  three 
months  of  1914  was  used  to  obtain  the  reserve  figure  of 
$349,262.01  reported  in  the  foregoing  financial  statement. 

Surplus  to  Policyholders 

The  surplus  to  policyholders  reported  in  the  company's  quar- 
terly statement  as  of  March  31,  1914,  amounted  to  the  sum  of 
$540,201.16.     The  surplus  shown  in  the  foregoing  financial  state- 
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ment  is  $496,737.50,  a  decrease  of  $48,468.66.     The  decrease  is 
accounted  for  in  the  following  items: 

Qain  in  Lou  in 

*wrim  rarplut 

Agents'  balances  over  90  days  due $10,442  77 

Book  value  of  bonds  over  market  value II  ,358  60 

Unpaid  losses $4,187  8»     

Premium  reserve 25 ,628  56 

Other  liabilities   221  71 


14,187  88        $47,651  54 
Decrease  in  surplus 43,463  66     


-»- 


$47,651  54        $47,651  54 


T- 


VULCAN  INSURANCE  COMPANY 

New  Yobk,  N.  Y. 

Examined  to  ascertain  condition  November  30,  and  December 
81,  1918. 

Report  dated  March  6,  1914. 

Examiner:     William  H.  Derrick, 

Financial  Staiement  Novernber  30,  1918 

Ledger  Assets 

Book  value  of  bonds $202,798  13 

Deposits  in  bank  and  trust  companies 20,328  23 

Agents'  balances,  representing  business  written 

subsequent  to  August  31,   1913 18,586  41 

Agents'  balances,  representing  business  written 

prior  to  September  1,   1913 22,038  96 

Total  ledger  assets $353,751  73 

Non-Ledger  Assets 

Interest  on  bonds  due $655  00 

Interest  on  bonds  accrued 1,799  15 

$2,464  15 

Interest  accrued  on  bank  deposits 86  67 

Reinsurance  due  on  paid  losses 4,437  02 

6,977  84 

Gross  assets    $360,729  57 
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Deduct  Aaseta  Not  Admitted 

Agents'  balances  representing  business  written 

prior  to  September  1,  1913 $22,038  96 

Book  value  of  bonds  over  market  value 9,898  13 

$31,937  09 


Total   admitted    assets $328,792  48 


LiabiHtiea 

Unpaid  losses,  net $32,360  95 

Unearned  premiums,  pro  rata 80,629  14 

Taxes  accrued  on  premiums  (estimated) 1,860  00 

Unpaid  bills    300  00 


Total  liabilities  except  capital $116,160  09 

Capital $200,000  00 

Surplus 13,642  39 


Surplus  to  policyholders 213, 642  39 


Total  liabilities    $328,792  48 


Financial  StaiemerU  December  31,  1913 

Ledger  Assets 

Book  value  of  bonds $292,798  13 

Deposits  in  bank  and  trust  companies 23, 143  00 

Agents'  balances,  representing  business  written 

subsequent  to  September  30,  1913 16,363  23 

Agents'  balances,  representing  business  written 

prior  to  October  1,  1913 6,901  94 


Total   ledger  assets $339, 196  30 

Non-Ledger  Assets 

Interest  on  bonds  due $637  50 

Interest  on  bonds  accrued 2,330  82 

$2,968  32 

Interest  accrued  on  deposits  in  banks 27  82 

Reinsurance  due  on  losses  paid 3,900  20 

6,896  34 


Gross  assets    $346,092  64 

Deduct  Assets  Not  Admitted 
Agents'  balances,  representing  business  written 

prior  to  October  1,  1913 $6,901  94 

Book  value  of  bonds  over  market  value 9 ,  448  13 

16,350  07 


Total   admitted    assets $329,742  67 
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lAabiUiiea 

Unpaid  lasaee,  net $23,792  38 

Borrowed  money    45 ,000  00 

Due  on  reinsurance  agreement: 

Western  Assurance  Go 2,526  45 

Home  Insurance  Co 1 ,410  08 

Reinsurance  premiums    035  18 

Taxes  on  premiums  accrued   (estimated) 1 ,864  00 

Interest  accrued  on  borrowed  money 12  34 


Total  liabilities,  except  capital $75,540  33 

Capital $200,000  00 

Surplus 54,202  24 

Surplus  to  policyholders 254,202  24 


Total  liabilities $329,742  57 


The  contract  under  which  Kahn  &  Company  act  as  general 
agents  and  underwriters  provides  that  monthly  balances  are  to  be 
paid  within  ninety  days.  In  accordance  with  this  provision, 
checks  are  drawn  by  Kahn  &  Company  to  the  order  of  the  Vulcan 
Insurance  Company  for  monthly  balances  at  the  expiration  of  the 
ninety-day  period.  It  has  been  the  practice  of  the  company  to 
hold  these  checks  in  its  office  for  from  four  to  six  weeks  before 
depositing  them. 

The  checks  so  held  have  varied  in  amounts  from  $6,806.90  on 
March  31,  1912,  to  $22,038.96  on  November  30,  1913,  and  are 
carried  by  the  company  as  "  Cash  in  Office,"  although  the  com- 
pany does  not  at  any  time  have  any  cash  in  its  office. 

The  effect  of  treating  these  items  in  this  maimer  is  to  create  an 
admitted  asset,  "  Cash  in  Office,"  when  virtually  the  items  repre- 
sent agents'  balances  more  than  three  months  due,  a  non-admitted 
asset,  thereby  increasing  the  surplus  in  the  amount  of  the  checks 
so  held. 

The  cash  book  of  the  company  shows  a  balance  on  November 
30,  1918,  of  $39,027.52  made  up  of  balances  in  banks,  as  follows: 

Equitable  Trust  Co $11, 915  82 

Irving  National  Bank 635  72 

$12,551  64 
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and  the  following  checkfi  of  Kahn  &  Company : 

Date  recei9ed  Date  depoeited 

hy  company                                        by  company  Amount 

Sept.     30,  1913 Dec.     9,  1913 $4,643  93 

Oct.      30,  1913 Dec.  11,  1913 3,267  24 

Oct.       30,  1913 Dec  17,  1913 3,000  00 

Oct      31,  1913 Dec.  22,  1913 794  99 

Nov.      30,  1913 Dec.  31,  1913 6,000  00 

Nov.     30,  1913 Dec.  31,  1913 6,127  79 

Returned  to  Kahn  &  Co. 

Nov.      30,  1913 Dec.  31,  1913 3,642  03 


$26,476  98 


$39,027  62 


It  has  also  been  the  practice  of  the  company^  when  notice  is 
reoeiTOd  of  the  adjustment  of  a  fire  loss^  to  draw  a  check  for  the 
amount  of  the  loss,  holding  same  at  its  office  until  draft  is  pre- 
sented;  the  amount  of  the  checks  so  drawn  being  treated  as  a  dis- 
bursement and  deducted  from  cash  and  from  unpaid  losses.  On 
November  30,  1913,  the  amount  of  checks  so  drawn  was  $7,863.36 
and  on  December  31,  1913,  $8,855.36. 

In  the  report  on  examination  of  the  company  dated  March  14, 
1912,  attention  is  called  and  objection  made  to  the  following  reso- 
lution adopted  at  a  meeting  of  the  executive  committee  held  on 
October  19, 1911 : 

"  Reaolvedf  That  Mr.  Isidor  Kahn  be  authorized  and  empowered  to  accept 
and  receive  moneys  payable  to  the  Vulcan  Insurance  Company,  and  to  deposit 
same  to  his  own  account  or  such  account  or  accounts  as  he  may  designate." 

At  a  meeting  of  the  executive  committee  of  the  board  of  direc- 
tors held  on  March  14,  1912,  the  above  quoted  resolution  was  re- 
scinded and  the  following  adopted : 

**  Resolved,  That  the  President  be  authorized  to  open  an  account  in  the 
name  of  Vulcan  Insurance  Company  in  any  bank  or  trust  company  which  he 
may  deem  proper  or.  suitable,  and  that  the  President,  together  with  either 
the  Vice-President  or  Secretary,  be  and  they  hereby  are  authorized  and  em- 
powered to  sign  checks  against  the  funds  of  Vulcan  Insurance  Company  so 
deposited." 

At  this  meeting  it  was  also  resolved  that  an  accoimt  be  main- 
tained in  the  Mercantile  National  Bank  in  the  name  of  Vulcan 
Insurance  Company. 
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In  accordance  with  this  resolution,  the  funds  belonging  to  the 
company  were  transferred  and  placed  to  the  credit  of  Vulcan 
Insurance  Company. 

However,  it  would  appear  that  the  changing  of  the  bank  ac- 
counts as  authorized  by  the  above  quoted  resolution  became  in- 
effective through  the  manner  in  which  remittances  received  from 
Kahn  &  Company  were  held  by  the  company,  thereby  virtually 
allowing  Kahn  &  Company  to  retain  possession  of  the  funds. 

The  quarterly  statements  filed  with  the  Department  for  the 
years  1912  and  1913  were  incorrect  in  that  these  checks  so  held 
were  reported  as  "  Cash  in  Office." 

It  is  therefore  respectfully  suggested  that  the  company  be  noti- 
fied that  such  methods  of  transacting  its  business  should  cease 
and  that  when  checks  are  received,  same  should  be  deposited 
within  a  reasonable  time. 

Interest 

Interest  due  on  bonds  credited  in  the  foregoing  financial  state- 
ments amounting  to  $655  and  $637.50  on  November  30  and  De- 
cember 31,  1913,  respectively,  represent  interest  due  on  November 
1  and  December  1,  1913,  and  not  deposited  until  subsequent  to 
date  of  the  examination. 

Borrowed  Money 

On  December  31,  1913,  the  company  was  indebted  to  the  firm 
of  H.  Content  &  iCompany,  111  Broadway,  New  York,  N.  Y., 
in  an  amount  of  $46,000,  for  which  the  said  firm  held  the  follow- 
ing securities  as  collateral : 

Pennsylvania  R.  R.  Co.,  3%%,  1915 

Illinois  Central  R.  R.  Co.,  4%,  1965 

Baltimore   &   Ohio    R.    R.    Co.,    Southwestern 

Division,  4%,   1988 

New  York  City,  3%%,  1918 

New  York  City  3%%,  1954 


Par  value 

Market  ueavl  Q 

$25,000 

$24,250 

10,000 

9,000 

I 

10,000 

8,800 

5,000 

4,850 

14,000 

11,900 

$64,000 

$58,800 

This  loan  was  made  and  collateral  deposited  in  accordance  with 
a  resolution  of  the  executive  committee  adopted  on  December  30, 
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1918.  This  resolution  empowered  the  President  and  Secretary  to 
deposit  certain  bonds  with  Messrs.  Content  &  Company  in  an 
amount  not  exceeding  seventy-five  thousand  dollars,  for  the  pur- 
pose of  making  a  temporary  loan  thereon. 

Covering  the  above  enumerated  securities  a  sworn  statement 
was  procured  from  Mr.  Albert  M.  Wittenberg,  a  member  of  the 
firm  of  H.  Content  &  Company,  and  is  attached  hereto,  to  the 
effect  that  the  said  securities  were  deposited  with  the  said  firm 
as  collateral  for  a  loan. 

Surplus 

The  material  increase  in  surplus  on  December  81,  1918,  over 
that  on  November  30,  1918,  is  due,  mainly,  to  the  decrease  in 
the  amount  of  the  non-admitted  asset  —  '^Agents^  balances"  — 
and  the  commission  on  the  reinsurance  effected  on  December  80, 
1918. 

History 

The  Vulcan  Insurance  Company  was  incorporated  as  a  fire 
insurance  company,  under  the  provisions  of  section  110  of  the 
Insurance  Law  of  the  State  of  New  York,  on  February  8,  1911, 
and  commenced  business  on  July  24,  1911. 

Under  its  charter  it  is  empowered  to  make  insurance  against 
loss  or  damage  by  fire,  lightning,  windstorms,  tornadoes,  earth- 
quakes, sprinkler  leakage,  inland  marine  and  transportation,  in- 
cluding insurance  upon  automobiles;  but  at  date  of  examination 
the  company  had  only  issued  policies  against  loss  or  damage  by 
fire,  tornado,  sprinkler  leakage  and  upon  automobiles. 

The  company  is  authorized  to  transact  business  in  the  states  of 
California,  Illinois,  Indiana,  Massachusetts,  Missouri,  New 
Jersey,  New  York,  Ohio,  Pennsylvania  and  Washington.  On 
December  81,  1918,  however,  the  company  withdrew  from  the 
State  of  California. 

Reinsurance 

On  December  80,  1918,  the  company  reinsured,  with  the  ap- 
proval of  this  Department,  all  of  its  outstanding  fire  and  tornado 
risks  in  the  Western  Assurance  Company  of  Toronto,  Canada,  and 
its  automobile  and  sprinkler  leakage  risks  in  the  Home  Insurance 
Company  of  New  York. 
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The  unearned  premium  reserve,  calculated  on  a  monthly  basis, 
in  the  amount  of  $77,136.49  was  used  by  the  company  in  calculat- 
ing its  estimated  liability  under  these  contracts.  This  amount  is 
subject  to  change,  however,  upon  completion  of  the  final  schedules. 

It  is  the  intention  of  the  company  to  resume  writing  business 
upon  completion  of  the  reinsurance  schedules. 

Contract  with  Kahn  &  Company 

At  a  meeting  of  the  executive  committee  of  the  Vulcan  Insur- 
ance Company,  held  on  February  6,  1913: 

Counsel  was  authorized  and  instructed  to  draft  a  new  contract 
between  the  company  and  Kahn  &  Company,  also  a  collateral 
guaranty  agreement  between  the  company  and  Isidor  Kahn,  in 
which  Isidor  Kahn  is  to  be  responsible  for  the  acts  of  Kahn  & 
Company,  and  which  collateral  guaranty  agreement  shall  be  an 
original  obligation  of  Isidor  Kahn  to  the  Vulcan  Insurance  Com- 
pany. 

Counsel  was  also  instructed  to  incorporate  in  the  new  draft  of 
the  contract  such  other  changes  as  the  Insurance*  Department 
desires. 

In  accordance  with  these  instructions,  a  collateral  guaranty 
agreement  and  contract  were  drawn  and  signed  some  time  during 
the  month  of  April,  1913,  the  date  of  signing  being  omitted  in 
both  contract  and  guaranty  agreement 

Copies  of  this  guaranty  agreement  and  contract  are  filed  with 
the  papers  of  this  report. 


WESTCHESTER  FIRE  INSURANCE  COMPANY 

New  York,  N.  Y. 

Examined  to  ascertain  condition,  December  31,  1913. 
Report  dated  May  20,  1914. 
Examiner:    Isaac  Fuld. 

Ledger  Assets 

Book  value  of  real  estate $5,876  00 

Mortgage  loans  on  real  estate,  first  liens 128, 110  00 

Book  value  of  bonds  and  stock 4,739,288  60 

Cash  in  bank  not  on  interest 3, 159  85 
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Cash  in  bank  and  trust  companies  on  interest $305,816  39 

Agents'  balances  representing  business  written  subsequent  to 

September  30,  1913 661,712  11 

Agents'  balances  representing  business  written  prior  to  October 

I,   1913    19,938  91 

Due  for  reinsurance  on  paid  losses ^ 3,240  05 

Total  ledger  assets $5,857,136  81 

Non'Ledger  Assets 

Interest  due  and  accrued  on  mortgage  loans 1 ,053  39 

Interest  accrued  on  bonds 10, 132  49 

Interest  accrued  on  bank  deposits 22  63 

Dividends  on  stocks 6,500  00 

Gross  assets    $5,874,845  32 

Deduct  Assets  Not  Admitted 

Agents'  balances  representing  business  written 
prior  to  October  1,  1913 $19,933  91 

Book  value  of  bonds  and  stocks  over  market 

value 435,118  50 

455,052  41 

Total  admitted  assets $5,419,792  91 


LiahiUties 

Un^paid  losses  less  reinsurance $316,294  90 

Unearned  premiums: 

On  one  year  risks $980,262  59 

On   term   risks 2,263,089  52 

8,243,352  11 

Sundry  unpaid  bills 14,210  37 

Taxes  accrued   (estimated) 65,000  00 

Reinsurance  premiums   60,629  91 

Contingent  commissions   7,625  97 

Total  liabilities,  except  capital $3,707,083  26 

Capital $300,000  00 

Special  reserve  fund 300,000  00 

Guarantee  surplus  fund 300,000  00 

Surplus 812,709  65 

Surplus  as  regards  policyholders 1 ,712 ,709  65 

Totol  liabilities    * $6,419,792  91 


f~~  • 


BsposTS  ON  Official  Examination  529 

Dividends  on  Stocks 

Dividends  due,  amounting  to  $6,500,  represent  four  quarterly 
dividends  declared  by  the  Syracuse,  Binghainton  &  New  York 
R,  R.  Co.,  which  the  company  received,  but  returned,  one 
check  for  $2,000,  and  three  checks  for  $1,500  each.  These  checks 
were  returned  because  of  a  suit  commenced  by  this  company 
against  the  above-named  railroad  company  and  the  Delaware, 
Lackawanna  &  Western  R  R.  Co.  to  set  aside  a  lease  entered 
into  between  the  two  railroad  corporations,  whereby  the  Syracuse, 
Binghamton  &  New  York  R.  R.  Go.  was  leased  in  perpetuity  to 
the  Delaware,  Lackawanna  &  Western  R.  R.  Oo.  Credit  was 
allowed  for  the  amount  of  such  dividends  for  the  reason  that  the 
company  can  obtain  them  on  demand. 

Special  and  Statutory  Deposits. 

Included  in  the  list  of  securities  owned  as  set  forth  in  the  at- 
tached IMiibit  "A,"  the  following  bonds  are  deposited  by  the 
company  with  the  general  fiscal  officers  of  the  states  and  country 
named  below  for  the  protection  of  its  policyholders  residing 
therein: 

State  or  Country                                 Doeeription                            Par  value  Market  value 

Georgia State  of  Georgia,  4%%  bonds,  1915  $10,000  00  $10,000  00 

New  Mexico  Territory  of  New  Mexico,  bonds,  1933       10,000  00  9,400  00 

Virginia  . . .  City  of  Richmond,  Va.,  bonds,  1921.       16,000  00  15,520  00 

Canada State  of  New  York,  4%  bonds,  1961  100,000  00  97,000  00 

To  cover  the  special  reserve  fund  required  under  section  131 
of  the  Insurance  Law,  the  company  has  on  deposit  with  the  In- 
surance Department  of  this  State  the  following  securities: 

Description                                             ^Far'^vt^ne  Market  value 

City  of  New  York,  3%%  bonds,  1940 $150,000  $130,500 

City  of  New  York,  3%%  bonds,  1954 60,000  42,500 

City  of  New  York,  3%  bonds,  1950 150,000  114,000 

Rensselaer  &  Saratoga  R.  R.  Co.  stock,  200  shares            20,000  35,000 

Totals $370,000  $322,000 


Satisfactory  documentary  evidence  was  obtained  covering  the 
above-named  deposits. 

To  comply  with  the  statutory  requirements,  the  company  has 
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filed  with  the  proper  officers  of  the  following  states,  surety  bonds 
in  the  following  amounts: 

State  Amount 

Arkansas $20,000 

Florida 20,000 

Louisiana 20,000 

North  Carolina  '  20,000 

Oregon 26,000 

South  Carolina  10,000 

Texas 50,000 

Amendments  to  Charter 

The  charter,  which  expires  on  August  11,  1929,  was  amended 
in  November,  1910,  reducing  the  number  of  directors  from  nine- 
teen to  fifteen.  In  April,  1914,  the  company  further  amended  its 
charter,  increasing  the  capital  from  $300,000  to  $500,000,  also 
empowering  the  corporation  to  make  insurances  against  all  risks 
enumerated  in  section  110  of  the  Insurance  Law,  and  various 
other  amendments  of  minor  importanca  All  proceedings  in  con- 
nection therewith  were  in  accordance  with  the  provisions  of  sec- 
tion 18  of  the  Stock  Corporation  Law.  The  charter  as  amended 
has  been  submitted  to  the  Department  for  approval. 

Underwriters'  Agencies 

Under  the  title  "  Delaware  Underwriters  Agency,'^  the  com- 
pany has  issued  since  July,  1912,  through  its  Philadelphia  office 
an  underwritors  policy.  The  premium  income  arising  from  the 
issuance  of  such  policies  amounts  to  approximately  $700,000. 

In  conjunction  with  the  City  of  New  York  Insurance  Company 
and  the  Commercial  Union  Assurance  Company  of  London,  Eng- 
land (United  States  Branch),  the  company  since  June,  1911,  has 
issued  a  combined  policy  in  the  State  of  Florida  only,  under  the 
title  "Atlantic  Underwriters  Agency."  The  business  transacted 
through  this  agency,  however,  is  very  small. 

Reinsurances  Asswmed  by  Company 

In  the  course  of  its  business  the  company  assumed  either  a 
portion  or  all  of  the  outstanding  risks  of  various  fire  insurance 
corporations.     The  following  is  a  list  of  such  reinsurances  now 
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in  f orce,  with  the  date  when  same  became  effective  and  the  amount 
of  premiums  ceded: 

Amount  of 
Name  of  Company  Date  Premiiutf  'i 

Metropolitan  Fire  Insurance  Co.  of  lUinois..  Aug.  14,  1009..  $173,064  21 

MetropoliUn  Fire  Insurance  Co.  of  Illinois..   Dec.  31,  1910..  55,764  69 

Metropolitan  Fire  Insurance  Co.  of  Illinois..  Jan.  3,  1911..  75,822  09 

Hawkeye  &>  Des  Moines  Fire  Ins.  Co.  of  Des 

Moines,  Iowa   May  23,  1911  .•.  86,448  45 

Delaware  Insurance  Co.  of  Philadelphia,  Pa..  July  19,  1912..  407,718  61 

Calumet  Insurance  Co.  of  Chicago,  111 Dec.  31,  1912. .  99,975  92 

Phoenix    Fire    &    Marine    Insurance    Co.    of 

Memphis,  Tenn Oct.  1,  1913. .  10,030  28 

Reinsurance  Treaty  Contracts 

The  company  has  contracts  of  reinsurance  in  force  with  the 
Insurance  Company  Salamandra  of  St.  Petersburg,  Russia,  the 
First  Bulgarian  Insurance  Company  of  Roustchouk,  Bulgaria, 
and  the  International  Insurance  Company  of  New  York.  These 
contracts  went  into  effect  on  November  1,  1912,  September  24, 
1912,  and  July,  1912,  respectively.  The  contract  with  the  In- 
surance Company  Salamandra  superseding  a  contract  dated  March 
29,  1900.  The  contract  with  the  International  Insurance  Com- 
pany covers  the  business  of  the  Delaware  Underwriters  Agency 
only.  This  contract  was  by  mutual  consent  transferred  as  of 
April  1,  1914,  to  the  Hamburg  Assurance  Company  of  Hamburg, 
Germany.  The  agreement  provides  for  the  cancellation  on  April 
1,  1914,  of  the  existing  reinsurance  treaty  between  the  Interna- 
tional IniJtirance  Company  and  the  Westchester  Fire  Insurance 
Company  and  the  assignment  thereof  to  the  Hamburg  Assurance 
Company.  It  also  releases  the  International  from  all  liabilities 
accruing  on  and  after  said  date. 

The  company  also  has  a  reinsurance  contract  in  force,  effected 
June  19,  1911,  with  the  Upper  Rhine  Insurance  Company  of 
Mannheim,  Germany,  a  corporation  not  authorized  to  transact 
the  business  of  ffre  insurance  in  this  State.  Under  the  provisions 
of  this  contract  the  company  retains  fifty  per  cent,  of  twelve 
months'  premiums  as  a  "  Guarantee  and  Reserve  Fund."  On 
date  of  this  examination  the  sum  so  retained  amounted  to  $23,- 
705.56.     This  fund  is  deposited  in  bank  in  trust  for  the  Upper 
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Rhine  and  is  not  included  in  the  assets  of  the  company ;  therefore, 
no  corresponding  liability  has  been  charged. 

Anmial  Statement 

The  surplus  of  $630,235.33  appearing  in  the  company^s  annual 
statement  filed  with  the  Department  for  the  year  ending  December 
31,  1918,  as  revised  by  the  audit  bureau,  has  as  a  result  of  this 
examination  been  increased  $182,474.32.  The  following  state- 
ment shows  the  details  of  such  increase: 

Increase  in  Assets 

Cash $11,843  47 

Agents'  balances 231,287  13 

Interest  accrued  22  63 

Dividends  due  6,600  00 

Total  increase  in  assets $249,653  23 

Increase  in  LiabiUties 

Unpaid  losses   $26,691  77 

Sundry  unpaid  bills 4,210  37 

Reinsurance  premiums    60,629  91 

Contingent  commissions  7,625  97 

$99,158  02 

Decrease  in  LiaMliti^s 
Unearned  premiums 31 ,979  11 

Net  increase  in  liabilities 67 ,  178  91 

Net  increase  in  surplus $182,474  32 

Surplus  appearing  in  annual  statement 630,235  33 

Surplus  as  set  forth  in  this  report $812,709  65 


The  differences  above  set  forth  are  principally  due  to  the  fact 
that  the  company  has  for  years  closed  its  books  for  the  calendar 
year  in  repird  to  premiums  ^vritten  and  canceled,  reinsurances 
written  and  canceled  and  agents^  balances,  on  November  30th, 
but  in  making  up  its  annual  statement  the  net  writings  for  the 
month  of  December  of  the  previous  year  are  included,  and  credit 
taken  for  only  two  months  of  agents'  balances,  viz.,  October  and 
November. 
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■ 

It  iSy  therefore,  respectfully  su^ested  that  the  company  be 
requested  to  close  its  books  in  the  future  oil  December  31st^  so 
that  in  submitting  its  annual  statement  to  the  Department,  such 
statemeilt  will  show  the  condition  of  the  company  on.  December 
31st,  in  respect  to  all  items,  and  not  as  at  present  showing  some 
items  as  of  November  30th  and  others  as  of  December  3l8t. 

General  Remarks 

The  company  operates  under  the  provisions  of  sections  130, 
131  and  132  of  the  Insurance  Law,  policies  of  insurance  being 
issued  in  accordance  with  the  requirements  of  the  above-named 
sections. 

With  the  exception  of  the  State  of  Delaware  the  company  is 
authorized  and  transacts  business  in  every  state  and  territory  of 
the  United  States,  Hawaiian  Islands  and  in  Canada  with  a  net 
annual  premium  income  of  over  $3,200,000.  The  company  con- 
fines itself  to  the  transaction  of  fire  and  tornado  risks  only,  the 
aonual  premium  income  on  the  tornado  business  amounting  to 
less  than  $50,000. 

The  business  of  the  company  is  conducted  through  six  depart- 
ments in  addition  to  the  home  office,  as  follows : 

Western  Department,  Chicago,  111. 

Pacific  Coast  Department,  San  Francisco,  Cal. 

Mountain  Department,  Denver,  Col. 

Southwestern  Department,  Dallas,  Texas. 

Canadian  Department,  Montreal,  Canada. 

Delaware  Underwriting  Agency  Department,  Philadelphia,  Pa. 

All  essential  details  of  the  business  transacted  by  the  various 
Departments  are  on  file  in  the  home  office. 
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WILLIAMSBURGH  CITY  FIEE  INSURANCE  COMPANY 
AND  THE  NASSAU  AND  DUTCHESS  FIRE  INSUR 
ANCE  COMPANY. 

New  Yobk,  N.  Y. 

Examined  on  merger. 

Report  dated  Decemher  6,  1913. 

Exarniiner-  Charles  H.  Gardner. 

Whereas,  the  undersigned,  Charles  H.  Grardner,  a  disinterested 
person  specially  appointed  for  the  purpose  by  the  Superintendent 
of  Insurance,  having  made  an  examination  of  the  Williamsburgh 
City  Fire  Insurance  Company  of  New  fYork,  and  The  Nassau  & 
Dutchess  Fire  Insurance  Company  of  New  York  as  of  the  close 
of  business  on  date  of  June  30,  1913,  as  appears  in  a  report  on 
examination  of  both  corporations  annexed  hereto;  and 

Whereas,  the  said  two  corporations,  being  domestic  fire  insur- 
ance corporations,  have  taken  proceedings  to  merge  into  one  cor- 
poration under  the  name  of  The  Williamsburgh  City  Fire  Insur- 
ance Company  of  New  York,  and  to  become  vested  by  such 
merger  with  all  the  assets  and  assume  all  the  liabilities  of  the 
above-named  merging  corporations: 

Now,  therefore,  I  do  hereby  certify  and  report  under  oath  that 
the  said  examinations  show  said  corporations  at  the  close  of  busi- 
ness on  date  of  June  30,  1913,  to  have  been  in  possession  of  total 
admitted  assets  in  the  sum  of  four  miUion  nine  hundred  twenty- 
nine  thousand  one  hundred  twenty-three  and  73/100  ($4,929,- 
123.73)  dollars,  and  to  have  liabilities  except  capital  amounting 
to  three  miUion  one  hundred  twenty-nine  thousand  forty-three 
and  18/100  ($3,129,043.18)  dollars,  as  particularly  set  forth  in  a 
combined  financial  statement,  and  as  further  shown  in  separate 
financial  statements  of  both  corporations  hereto  annexed. 

I  hereby  further  certify  that  the  stockholders  of  both  companies 
at  meetings  duly  called  for  such  purpose,  in  accordance  with  the 
provisions  of  statute,  ratified  by  the  required  vote  the  terms  of  the 
merger  agreement,  such  agreement  in  so  far  as  affected  the  trans- 
fer of  stock  being  as  follows,  viz, : 
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One  hundred  dollars  (one  share)  par  value  Williamsburgh  City 
stock  entitled  to  $108.84  stock  in  new  company. 

One  hundred  dollars  (one  share)  par  value  Nassau  &  Dutchess 
stock  entitled  to  $86.74  stock  in  new  company. 

I  hereby  further  certify  that  the  above  basis  of  stock  inteiv 
change  is  upon  a  trade  basis^  and  that  on  the  basis  of  statutory 
assets  and  liabilities  on  June  30,  1913,  the  respective  stock  values 
were  as  follows: 

One  hundred  dollars  (one  share)  par  value  Williamsburgh  City 
stock  entitled  to  $110.44  stock  in  new  company. 

One  hundred  dollars  (one  share)  par  value  Nassau  &  Dutchess 
stock  entitled  to  $84.30  stock  in  new  company. 

I  hereby  further  report  that  although  the  said  Williamsburgh 
City  Fire  Insurance  Company  and  the  said  Nassau  &  Dutchess 
Fire  Insurance  Company  merged  on  the  basis  of  the  financial 
condition  of  June  30,  1913,  said  Williamsburgh  City  in  July, 
1913,  declared  and  paid  to  stockholders  a  dividend  of  $36,000, 
amounting  to  6  per  cent  on  its  capital  stock;  and  said  Nassau 
&  Dutchess  in  July,  1913,  declared  and  paid  a  dividend  of 
$18,000,  amounting  to  4^  per  cent,  on  its  capital  stock,  which 
transaction  resulted  in  a  slight  preference  to  stockholders  of  the 
Williamsburgh  City  Fire  Insurance  Company.  Such  slight 
preference,  however,  does  not  appear  to  be  of  any  material  im- 
portance taken  in  connection  with  other  items  under  which  pos- 
sible liability  may  accrue,  notably  the  contingent  liability  of 
$33,000  against  the  Nassau  &  Dutchess  Fire  Insurance  Company 
growing  out  of  the  California  claims  litigation.  This  contingent 
liability  is  in  turn  offset  in  part  by  certain  contingent  charges 
against  the  Williamsburgh  City  Fire  Insurance  Company  assets. 

Combined  Financial  Staiement 

The  following  shows  a  statement  of  the  combined  admitted 
assets  and  liabilities  (actual  and  contingent)  of  the  Williams- 
burgh City  Fire  Insurance  Company  of  New  York  and  The 
Nassau  and  Dutchess  Fire  Insurance  Company  of  New  York,  to 
be  transferred  to  and  assumed  by  the  merger  corporation  (The 
Williamsburgh  City  Fire  Insurance  Company)  in  accordance  with 
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the  terms  of  the  merger  agreement^  and  in  the  manner  and  form 
as  by  law  provided. 

Assets 

Book  value  of  real  estate $90, 000  00 

Mortgage  loans  on  real  estate, 

first  liens $5«3, 775  00 

Other  than  first  liens 358  86 


594, 133  86 

Loans  secured  by  pledge  of  stocks  as  collateral.  5, 000  00 

Book  value  of  bonds $1, 507, 195  57 

and  stocks 2, 135, 478  41 


3, 733, 673  98 

Cash  in  company's  office 323  13 

Gash  in  branch  office 200  00 

Deposits  in  trust  companies  and  banks 243,013  29 

Agents'  balances  on  business  written  subsequent 

to  April  1,  1913 460,  713  94 

Bills  receivable  taken  for  fire  risks 4, 941  78 


Total  ledger  assets $5, 131, 999  98 

Non-Ledger  Assets 

Interest  due  and  accrued  on  mortgages  

Interest  due  and  accrued  on  collateral  loans. . 

Interest  due  and  accrued  on  bonds   

Rents  due  and  accrued 

Due  from  reinsurance  companies  on  paid  losses 

and  expenses   

Salvage  received  subsequent  to  June  30,  1913, 

on  losses  paid  prior 


Gross  assets $5, 211, 454  35 

Deduct  Assets  Not  Admitted 

Mortgage  loans  on  real  estate  not  first  liens. .  $358  80 

Book  value  of  bonds  and  stocks  over  market 

values    277, 029  98 

Bills  receivable  taken  for  fire  risks 4, 941  78 

282, 830  62 


$6,441  45 

125  00 

22,297  52 

36  00 

1 

49,  777  38 

» 

772  02 

79,454  37 

Total    admitted   assets $4, 929, 123  73 


TAahilities 

Gross  amount  of  unpaid  losses $355, 816  33 

Deduct  admitted  reinsurance  on  same 53, 017  00 


Net  amount  of  unpaid  losses $302,  799  33 
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6ro68  premiums  less  reinsurance  on  all  one 
year  risks  in  force,  $1,779,936.61;  unearned 
thereon    $880, 751  22 

Gross  premiums  less  reinsurance  on  all  term 
risks  in  force,  $3,590,911.28;  unearned 
thereon    1.864,287  85 


Total  unearned  premiums  $2, 754, 039  07 

Adjustment  expenses 7, 279  48 

Commissions  and  brokerage 1,  887  23 

Expenses  due  or  accrued 2, 391  70 

Estimated  accrued  taxes  on  premiums 19, 480  00 

Accrued  taxes  on  real  estate 117  87 

Reserve  for  unsettled  suits 33, 334  00 

Dividends  declared  and  unpaid 7, 714  50 


Totol  liabilities  except  capital $3, 129, 043  18 

Capital    $1, 000,000  00 

Surplus  over  all  liabilities 800, 080  55 


Surplus  to  policyholders 1,800,080  55 


Total  MabUities $4,929,123  73 


WiUiwmsburgh  City  Fire  Insurance  Company 

Asteta 

Book  value  of  real  estate $75,  OOO  00 

Mortgage  loans  on  real  estate,  first  liens 538^  400  00 

Loans  secured  by  pledge  of  stocks  as  collateral.  5, 000  00 

Book  value  of  bonds $1, 079, 691  96 

stocks 1,516,381  23 


2, 596i,  073  19 

Gash  in  company's  ofQoe 153  41 

Gash  in  branch  office 200  00 

Deposits  in  banks  and  trust  companies 169, 945  00 

Agents'  balances  on  business  written  subsequent 

to  April  1,  1913 324,  573  41 

Bills  receivable  taken  for  fire  risks 4,841  78 


Total  ledger  assets   $3, 714, 186  79 

Non^Ledger  Agaeis 

Interest  due  and  accrued  on  mortgages $5,600  13 

Interest  due  and  accrued  on  collateral  loans . .  125  00 

Interest  due  and  accrued  on  bonds   15,  389  03 

Total $21, 114  16 
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Due  from  reinsurance  companies  on  paid  losses 
and  expenses  $36,  038  72 

Salvage  received  subsequent  to  June  dO,  1913, 

on  claims  paid  prior 147  43 

$57, 900  31 


Gross  assets $3,  772, 087  10 

Deduct  A8$et8  Not  Admitted 

Book  value  of  bonds  and  stocks  over  market 

value    $301, 363  19 

Bills  receivable  taken  for  fire  risks 4, 841  78 

306, 204  97 

Totol  admitted  assets  $3, 465, 882  13 

LiabiUtiea 

Qross  amount  of  unpaid  losses $258,  874  69 

Deduct  admitted  reinsurance  on  same 41, 137  14 

Net  amount  of  unpaid  losses $217,  737  55 

Gross  premiums  less  reinsurance   on   all   one 

year  risks  in  force,  $1,228,788.13;  unearned. .       $608, 531  43 
Gross  premiums  less  reinsurance  on  all  term 

risks  in  force,  $2,926,356.31;   unearned 1,525,013  48 

Total  unearned  premiums 2, 133, 544  91 

Adjustment  expenses  5, 983  81 

Commissions  and  brokerage 1, 099  96 

Expenses  due  or  accrued 1,  767  W 

Estimated  accrued  taxes  on  premiums 14,  860  00 

Accrued  taxes  on  real  estate 117  87 

Dividends  declared  and  unpaid 826  00 

Total  liabilities,  except  capital $2,  375, 938  04 

Capitel   $600,000  00 

Surplus  over  all  liabilities 489, 944  09 

Surplus  to  policyholders 1, 089, 944  09 

Total  liabilities $3,  465. 882  13 


The  company's  financial  statement  submitted  to  the  Department 
on  June  30,  1913,  reported  a  surplus  of  $500,807.52.  In  the 
foregoing  financial  statement  the  surplus  is  reported  in  the  sum 
of  $489,744.09.  The  difference,  amounting  to  $10,863.43,  is 
accounted  for  as  follows: 
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Changes  in  Oompany'B  Bvrplut 

Increase  Decrease 

Cash  in  bank $826  10 

BillB  receivable $4,841  78 

Interest  accrued  16  17 

Dae  from  reinsurance  companies 36, 638  72 

Salvage  received  subsequent  to  6/30/13 147  43 

Market  value  under  book 5, 353  12 

Losses 32, 170  68 

Unearned  premiums   4 3, 529  21 

Miscellaneous  and  loss  adjustment  expenses 8, 829  58 

Dividends  declared  and  unpaid 826  00 

$41,157  63         $52,021  06 

41,157  63 

Net  decrease $10,863  43 


The  reduction  in  the  company's  surplus  as  shown  in  the  above 
exhibit  does  not  appear  to  call  for  a  particular  explanation  of 
each  item  set  forth  therein,  other  than  the  item  "  Due  from  insur- 
ance companies/'  amounting  to  $36,638.72,  and  the  item 
"Losses"  of  $32,170.58.  The  company  deducted  the  amount 
due  from  insurance  companies  from  its  outstanding  loss  reserve, 
while  in  this  report  said  amount  has  been  considered  as  an  asset. 
The  outstanding  loss  account  was  therefore  increased  in  such 
amount,  and  in  addition  other  changes  were  made  in  this  account, 
due  to  the  fact  that  actual  figures  were  used  in  all  cases  where 
settlements  and  final  adjustments  were  made  subsequent  to  the 
date  of  this  examination. 

The  Nassau  and  Dutchess  Fire  Insura/nce  Company 

Assets 

Book  value  of  real  estate $15,000  00 

Mortgage  loans  on  real  estate,  first  liens,  $55,- 

375.00;  other  than  first  liens,  $358.86 55,733  86 

Book  value  of  bonds $517,503  61 

and  stocks   620,007  18 

1,137,600  79 

Gash  in  company's  office 169  72 

Deposits  in  trust  companies  and  banks ^  73,068  29 

Agents'  balances  on  business  written  subsequent 

to  April  1,  1913 136, 140  53 

Bills  receivable  taken  for  fire  risks 100  00 

Total  ledger  assets $1,417,813  19 
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Non-Ledger  Assets 

Interest  due  and  accrued  on  mortgages $841  32 

Interest  due  and  accrued  on  bonds 6, 908  49 

Rents  due  and  accrued 36  00 

Total $7,786  81 

Market  value  of  bonds  and  stocks  over  book 

▼alue 24,333  21 

Due  from  reinsurance  companies  on  paid  losses, 

$12,969.59,  and  expenses,  $169.07 13, 138  66 

Salvage  received  subsequent  to  June  30,  1913 

on  losses  paid  prior 629  59 

$46,887  27 


Gross  assets    $1, 463, 700  46 

Deduct  Assets  Not  Admitted 

Mortgage  loans  on  real  estate  not  first  lien $358  86 

Bills  receivable  taken  for  fire  risks 100  00 

458  86 

Total  admitted  assets $1,463,241  60 


LiahUities 

Gross  amount  unpaid  losses $96, 941  64 

Deduct  admitted  reinsurance  on  same 11,879  86 

Net  amount  of  unpaid  losses $85, 061  78 

Gross  premiums,   less  reinsurance  on  all  one 

year  risks  in  force,  $551,147.48;  unearned. . .       $281,219  79 
Gross  premiums,  less  reinsurance  on  all  term 

risks  in  force,  $664,554.97;  unearned 339,274  37 

Total  unearned  premiums 620, 494  16 

Adjustment  expenses 1 ,295  67 

Commissions  and  brokerage  due 787  27 

Expenses  due  or  accrued 623  76 

Estimated  accrued  taxes  on  premiums 4, 620  00 

Reserve  or  contingent  liability 33, 334  00 

Dividends  declared  and  unpaid 6, 888  60 

Total  liabilities  except  capital $753, 105  14 

Capital $400,000  00 

Surplus  over  all  liabilities 310, 136  46 

Surplus  to  policyholders 710, 136  46 

Total  liabilities    $1,463,241  60 
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The  company's  financial  statement  submitted  to  the  Department 
on  June  30,  1913,  reported  a  surplus  of  $358,695.16.  In  the 
foregoing  financial  statement  the  surplus  is  reported  in  the  sum  of 
$310,136.46.  The  difference,  amounting  to  $48,558.70,  is  ac- 
counted for  as  follows: 

Changes  in  Oompany'a  BurpluM 

Inoretue  Deoreaae 

Cash  in  bank  and  office |7» 058  22 

Bills  receivable  not  admitted $100  00 

Accrued  interest  and  rents* 5  22 

Market  value  over  book  values 14, 107  00 

Due  from  reinsurance  companies 13, 13S  66 

Salvage  received  subsequent  to  June  30,  1913. .  620  69 

Second  mortgage  loans  on  real  estate 868  86 

Loss  liability    7,288  68 

Unearned  liability   6,676  33 

Miscellaneous  accrued  expenses 726  70 

Reserve  for  contingent  liability 33, 334  00 

Dividends  declared  and  unpaid 6,888  60 

$20,826  47        $69,386  17 

20,826  47 


Net  decrease   $48,568  70 


The  following  information  is  submitted  r^arding  the  items 
entering  into  the  above  exhibit,  which  appear  to  call  for  further 
explanation. 

Ciisk  and  Dividends  Declared  and  Unpaid 

^' Cash  deposited  in  banks"  has  been  increased  by  $6,888.50 
representing  dividends  declared  and  unpaid,  and  by  $169.72 
representing  a  branch  office  balance.  The  company  considers  de- 
clared dividends  as  paid  deducting  the  amount  of  same  from  the 
cash  balance  and  carrying  said  amount  to  its  outstanding  check 
account.  Both  items  have  been  treated  separately  in  this  report, 
the  company's  cash  assets  being  increased,  and  a  liability  charged 
for  unpaid  dividends.  The  branch  office  balance  of  $169.72  was 
allowed,  as  said  amount  was  not  included  in  the  balances  due 
from  agents. 

The  amount  due  from  insurance  companies,  $13,188.66,  was  de- 
ducted by  the  company  from  its  outstanding  loss  reserve,  while 
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in  this  report  a  separate  asset  item  has  been  entered  for  the  same 
and  the  unpaid  losses  increased  in  a  like  amount  Other  changes 
were  made  in  this  amount  due  to  the  fact  that, actual  figures  were 
taken  in  all  cases  where  settlements  were  effected  subsequent  to 
the  date  of  this  examination.  As  a  result  of  the  above  changes 
the  loss  liability  was  increased  in  the  sum  of  $7;288.66. 

Reserve  for  Contingent  Liability 

An  explanation  of  the  above  item  is  contained  in  a  Department 
report  dated  October  18,  1912,  on  the  merger  of  the  Nassau 
Fire  Insurance  Company  of  New  York  and  the  Dutchess  Fire 
Insurance  Company  of  Poughkeepsie,  N.  Y.  The  following  is 
an  extract  from  said  report  referring  thereto: 

**  There  are  now  pending  several  Buits  against  this  company  brought  by  the 
trustees,  stockholders  and  creditors  of  the  Dutchess  Insurance  Company,  a 
corporation  now  being  liquidated  by  its  trustees  in  conformity  with  the  pro- 
visions of  section  35b  of  the  General  Corporation  Law.  These  suits  involve 
questions  of  reinsurance  of  the  business  of  the  Dutchess  Insurance  Company 
and  the  transfer  of  securities  and  other  assets  by  that  corporation  to  the 
Dutchess  Fire  Insurance  Company  during  1906.  The  facts  regarding  such  re- 
insurance and  the  transfer  of  securities  and  other  assets  are  fully  related  in  a 
previous  report  on  an  examination  of  this  company  under  date  of  June  9th, 
1910.  The  reserve  above  provided  is  intended  to  cover  the  contingent  liability 
alleged  by  the  plaintiffs  in  the  several  suits  now  pending  to  be  due  from  the 
Dutchess  Fire  Insurance  Company  and  to  be  maintained  until  the  final  judi- 
cial determination  of  the  questions  raised  in  the  litigation  herein  referred  to." 


Marine  Insurance  Company 
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ALLIANZ  INSURANCE  COMPANY  LIMITED— UNITED 

STATES  BRANCH 

Berlin,  Gebmany 

Examined  to  ascertain  condition  June  30,  1913. 
Report  dated  August  18,  1913. 
Examiner:     Charles  E.  Woodman. 

Ledger  Assets 

Book  value  of  bonds $472,451  25 

Depoaitg  in  trust  company  on  interest 26, 777  98 

Agents'  balances  on  business  written  subsequent 

to  AprU  1,  1913 77,034  93 

Agents'  balances  on  business  written  prior  to 

April  1,  1913 12.414  85 

Uncollected  premiums  on  business  written  sub- 
sequent to  April  1,  1913 236  78 

Total  ledger  assets $588,915  79 

Non-Ledger  Assets 

Interest  due  and  accrued  on  bonds $6, 441  66 

Reinsurance  due  on  paid  losses 7, 188  35 

Salvage  due  from  reinsuring  companies 569  56 

.14,199  57 

Gross  assets $603, 115  36 

Deduct  Assets  Not  Admitted 
Agents'  balances  on  business  written  prior  to 

April   1,   1913 $12,414  85 

Book  value  of  bonds  over  market  value 39,451  25 

51,866  10 

Total  admitted  assets  $551,249  26 

Liabilities 

Gross  losses  adjusted  and  unpaid $170,333  14 

Deduct  reinsurance  due  or  accrued  in  com- 
panies authorized  in  New  York 8,043  00 

Net  amount  of  unpaid  losses  and  claims $162,290  14 

Gross  premiums  (less  reinsurance)  on  all  unex- 
pired time  risks,  $109,828.54 ;  unearned  50% .         $54, 914  27 

Gross  premiums  (less  reinsurance)  on  all  un- 
expired trip  risks,  $5,053.62;  unearned  100%.  5,053  62 

Total  unearned  premiums  as  computed  above 59,967  89 
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Commissions $286  72 

Salaries,  rents,  expenses,  etc.,  due  or  accrued 10,498  00 

Estimated  amount  of  unpaid  taxes 6, 427  76 

Return  premiums,  $86.11;  reinsurance  premiums,  $22,285.52..  22,370  63 

Total  amount  of  liabilities  except  capital $261,840  13 

Deposit  capital   $200,000  00 

Surplus  over  all  liabilities 89,40»  13 

Surplus  as  regards  policyholders 289, 409  13 

Total  liabilities $551,249  26 


The  company  was  authorized  to  transact  the  business  of  marine 
insurance  in  this  State  and  a  certificate  issued  on  April  3,  1911. 
Mr.  Hi.  K.  Fowler,  of  82  Beaver  street,  New  York  City,  was  ap- 
pointed United  States  Manager.  Mr.  Fowler  is  also  manager  of 
the  United  States  branch  of  the  Thames  and  Mersey  Marine  In- 
surance Company,  Limited,  of  Liverpool,  England,  and  said  com- 
panies occupy  the  same  offices  and  jointly  employ  the  clerical 
force. 

An  analysis  of  the  accounts  showed  that  the  AUianz  Insurance 
Company  has  been  submitting  to  the  Department  its  statement  on 
a  revenue,  instead  of  a  cash  basis,  and  a  readjustment,  while  not 
aifecting  the  surplus  of  the  United  States  branch,  has  caused 
many  changes  in  the  various  items  of  income,  disbursement,  assets 
and  liabilities. 

The  operating  expenses  of  the  office  are  apportioned  between 
the  companies  on  the  basis  of  the  premium  incomes  and  the  dis- 
tribution made  at  the  end  of  each  quarter.  All  items  of  income 
and  disbursement  were  checked  with  the  ledger. 

Assets 

The  company,  in  addition  to  the  statutory  deposit  of  $200,000 
par  value  in  bonds  with  the  Insurance  Department  of  this  State, 
has  bonds  of  the  face  value  of  $120,000  on  deposit  with  the 
Treasurer  and  Receiver  General  of  the  Commonwealth  of  Massa- 
chusetts, and  a  certificate  of  such  deposit  was  secured.  Other 
bonds  having  a  face  value  of  $180,000  are  on  deposit  with  the 
Union  Trust  Company  and  registered  in  the  names  of  James 
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Speyer,  Frank  A.  Vanderlip  and  Edwin  G.  Merrill,  trustees  of  the 
AUianz  Insurance  Company,  Limited,  of  Berlin,  Germany,  acting 
under  a  trustee  agreement  filed  with  the  Insurance  Commissioner 
of  the  Commonwealth  of  Massachusetts.  The  book  value  of  the 
bonds  waj3  found  to  be  $39,451.25  in  excess  of  the  market  value, 
and  this  amount  was  deducted  under  assets  not  admitted. 

LiabUities 

The  loss  books  of  the  company  were  examined  and  all  available 
information  relative  to  the  various  losses  considered  in  arriving 
at  proper  estimates.  An  examination  of  the  loss  account  showed 
that  the  company  received  no  notice  of  many  losses  until  proofs 
of  loss  were  filed.  To  provide  for  this  contingency,  $25,000 
(which,  from  previous  records,  would  appear  a  conservative  esti- 
mate) was  added  to  the  outstanding  loss  liability. 


TOKIO  MARINE  INSURANCE  COMPANY,  LIMITED  — 

UNITED  STATES  BRANCH 

ToKio,  Japan 

Examined  to  ascertain  condition  December  31,  1913. 
Report  dated  June  3,  1914. 
Examiner:    (7.  E.  Woodman. 

History 

The  company  was  authorized  to  transact  the  business  of  marine 
insurance  in  this  State  and  a  certificate  issued  on  November  24, 
1911.  Mr.  Herbert  Appleton  and  Mr.  Douglas  F.  Cox,  doing 
business  under  the  firm  name  of  Appleton  &  Cox,  were  appointed 
United  States  Managers.  The  company  also  writes  insurance  in 
the  states  of  Illinois,  Louisiana,  Maryland,  Pennsylvania  and 
Texas.  A  large  proportion  of  the  premium  income  is  derived  as 
reinsurance  of  risks  written  by  other  companies  operating  under 
the  management  of  Higgins  &  Cox. 
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The  following  is  a  statement  of  the  assets  and  liabilities  on  De- 
cember 31,  1913: 

A88et8 

Book  value  of  bondB $250,000  00 

Deposits  in  bank  on  interest 66,085  14 

Uncollected  premiums  on  business  written  sub- 
sequent to  October  1,  1913 66,723  36 

Uncollected  premiums  on  business  written  prior 

to  October  1,  1913 2,600  97 


Total  ledger  assets $386,309  47 

Nori'Ledger  Assets 

Accrued  interest  on  bonds $1 ,  666  66 

Reinsurance  due  on  paid  losses 414  67 

Salvage  received  on  losses  paid 340  75 


2,422  08 


Gross  assets $387, 731  66 

Deduct  Assets  Not  Admitted 

Uncollected  premiums  on  business  written  prior 

to  October  1,  1913 $2,500  97 

Book  value  of  bonds  over  market  value 10,000  00 


12,600  97 


Total  admitted  assets $376,230  58 


Liabilities 

Gross  amount  of  unpaid  losses $51 ,  308  62 

Deduct  reinsurance  on  same  in  companies  ad- 
mitted in  New  York 21,264  01 


Net  amount  of  unpaid  losses $30, 044  61 

Gross  premiums  less  reinsurance  on  time  risks 

in  force,  $42,296.35;  unearned  pro  rata $21,668  09 

Gross  premiums  less  reinsurance  on  trip^  risks 

in  force,  $4,221.16;  unearned  at  100% 4,221  16 


Total  imearned  premiums 26, 889  25 

Salaries  and  expenses  due  or  accrued 1 ,  445  90 

Estimated  amount  of  unpaid  taxes 4, 478  15 

Commissions  due  or  accrued 1 » 684  62 

Reinsurance  due    23, 938  03 

Return  premiums  due 1 » 570  85 

Contingent  commission  2,207  66 


Total  amount  of  liabilities  except  deposit  capital $91, 168  97 
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Deposit  capital  $200,000  00 

Surplus 84,071  61 

Surplus  as  regards  policyholders $284, 071  61 

Total  liabilities $375,230  68 


Liabilities  • 

The  company  reported  unpaid  losses  and  claims  on  December 
31^  1913,  of  $25,593.33.  An  examination  of  the  claim  papers  and 
the  use  of  subsequent  information  indicate  the  net  liability  on 
these  cases  to  be  $23,551.78.  Since  the  first  of  the  year  the  com- 
pany has  received  notice  of  additional  losses  occurring  prior  to 
December  31st  and  these  claims  amount  to  $6,492.83.  Thus, 
while  there  has  been  a  saving  on  the  losees  estimated,  the  addi- 
tional claims  reported  cause  an  increase  of  $4,451.28  resulting  in 
a  liability  for  unpaid  losses  of  $30,044.61. 

The  total  liabilities,  except  deposit  capital,  amount  to  $91,158.- 
97,  leaving  a  surplus  to  policyholders,  inclusive  of  the  deposit 
capital  of  $284,071.61. 


Co-operative  Fire  Insurance  Corporation^- 
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Co-operative  Fire  Insurance  Corporation^- 
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ANDES  MUTUAL  FIRE  INSURANCE  COMPANY 

Andes,  N.  Y. 

Examinaiion  on  cfyndition  as  of  June  25,  1914. 
Report  doled  June  30,  1914. 
Examiner:    J,  H.  Middleton. 

This  company  appears  to  have  been  organized  and  incorporated 
in  June,  1882.  Its  certificate  of  incorporation  sets  forth  its  in- 
tention to  transact  business  in  the  town  of  Andes  in  Delaware 
county,  and  no  extension  beyond  such  territory  has  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  assessment  co-operative 
fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  June  25,  1914, 
were  as  follows: 

Assets 
Cash  in  bank $277  86 


Total  assets $277  86 

Liahilities 

None 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  three  years. 
The  company  insures  farm  property,  schoolhouses  and  village 
dwellings.  No  classification  of  risks  is  made,  all  policyholders 
paying  the  same  rate  of  assessment 

It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
collect  premiums  and  assist  in  the  adjustment  of  losses.  For 
taking  applications  the  directors  receive  $1  for  each  application 
taken. 

Large  losses  are  adjusted  by  the  executive  committee. 

Money  is  paid  out  by  the  treasurer  on  the  written  order  of  the 
president  and  the  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $6,000. 

[653] 
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The  accouiits  of  tho  company  are  audited  annually  by  the  execu- 
tive committee  and  are  also  read  at  the  annual  meeting. 

Records 
In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors  and  executive  committee,  and 
all  applications. 

Assessments 
Assessments  are  usually  levied  annually  in  the  fall.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  it  is  estimated  also  to  create  a  small  sur- 
plus. Assessments  are  paid  to  the  secretary.  New  members  are 
assessed  for  only  their  pro  rata  share  of  losses  which  have  been 
incurred  during  their  period  of  membership.  No  penalty  for  de- 
linquency in  payment  of  assessments  is  exacted  unless  suit  for  col- 
lection is  brought. 

Insurance  in  Farce 
On  December  31,  1913,  there  were  429  policies  and  $680,445 
of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  percentage  of  $1  on  the 
first  $1,000  of  insurance  and  ten  cents  on  each  $100  thereafter. 

Bonds 
The  secretary  and  treasurer  have  each  given  bond  in  the  sum  of 
$1,000  with  one  individual  as  surety. 


AROYLE    CO-OPERATIVE    FIRE    INSURANCE    COM- 
PANY OF  THE  TOWN  OF  ARGYLE 

Argyle,  N.  Y. 

Examination  on  condition  as  of  June  17,  1914. 
Report  dated  Jnne.  19,  1014. 
Examiner:    J.  H.  Middleton. 

This  company  appears  to  have  been  organized  and  incorporated 
in  September,  1879.     Its  certificate  of  incorporation  sets  forth  its 
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intention  to  transact  business  in  the  town  of  Argyle  in  Washington 
county,  and  no  extension  beyond  such  territory  has  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  assessment  co-operative 
fire  insurance  corporation  in  the  territory  named  abova 

No  previous  examination  of  the  company  has  been  made  by  this 
Department 

The  assets  and  liabilities  of  the  company  on  June  17,  1914, 
were  as  follows: 

Assets 
Cash  in  bank $24  3i> 


Total  assets  $24  35 

Liabilities 

None 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  schoolhouses  and  detached 
village  dwellings.  Property  is  divided  into  two  classes  according 
to  the  material  in  the  roof.  The  first  class  is  assessed  seven- 
eighths  as  much  as  the  second  class. 

It  is  the  duty  of  the  secretary  to  take  applications,  inspect 
risks,  collect  premiums  and  assist  in  the  adjustment  of  losses.  For 
taking  applications  the  secretary  receives  $1.50  for  each  appli- 
cation taken. 

Large  losses  are  usually  adjusted  by  the  board  of  directors. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $5,900, 

The  accounts  of  the  company  are  read  at  the  annual  meeting. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors,  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  it  is  estimated  also  to  create  a  small 
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surplus.  Assessments  are  paid  to  the  treasurer.  New  members 
are  assessed  for  only  their  pro  rata  share  of  losses  which  have  been 
incurred  during  their  period  of  membership.  No  penalty  for 
delinquency  in  payment  of  assessments  is  exacted. 

Insv/rance  in  Force 

On  December  31,  1913,  there  were  376  policies  and  $750,222 
of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  policy  fee  of  $2. 

Bonds 
No  officer  has  given  bonds. 


AUBURN  MUTUAL  FIRE  INSURANCE  COMPANY  OF 

CAYUGA  COUNTY 

Auburn,  N.  Y. 

Examinaiion  on  condition  as  of  October  22,  1913. 
Report  dated  October  29,  1913. 
Examiner:    J.  H.  Middleton, 

This  company  appears  to  have  been  organized  and  incorporated 
in  January,  1907.  Its  certificate  of  incorporation  sets  forth  its 
intention  to  transact  business  in  the  county  of  Cayuga. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  assessment  corporation  in 
the  territory  named  above. 

On  June  1,  1911,  the  company  filed  a  certificate  of  intention  to 
extend  its  territory  into  the  counties  of  Ontario,  Onondaga,  Wayne 
and  Monroe. 

The  only  previous  examination  of  the  company  was  made  by 
this  Department  in  September,  1909. 

The  assets  and  liabilities  of  the  company  on  October  22,  1913, 
were  as  follows: 
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Assets 

Cash  in  office $20  93 

Cash  in  bank  not  on  interest 8  88 

Cash  in  bank  and  interest  thereon 602  54 


Total   assets    632  35 

Liabilities 

None 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  terms  of  one  and 

three  years.     The  company  insures  village  dwellings,  both  water 

protected  and  unprotected  and  summer  cottages.    No  classification 

•of  property  is  made,  all  persons  insured  paying  the  same  rate  of 

premium. 

The  company  employs  agents  who  take  applications,  inspect 
risks  and  collect  premiums.  For  their  services  the  agents  receive 
$1.40  for  $1,000  of  insurance. 

Losses  of  less  than  $200  are  adjusted  by  the  executive  committee 
and  above  $200  by  the  board  of  directors. 

Money  is  paid  out  by  check  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $2,000. 

The  accounts  of  the  company  are  audited  by  a  committee  ap- 
pointed for  that  purpose  at  the  annual  meeting. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors  and  executive  committee  and 
all  applications.  ^ 

Insurance  in  Force 

On  December  21,  1912,  there  were  255  policies  and  $231,726 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  survey  fee  of  sixty  cents 
per  $1,000  of  insurance,  and  a  percentage  of  thirty  cents  per  $100 
of  insurance  for  three  years.  In  case  of  summer  cottages  the  com- 
pany fixes  a  special  survey  fee  not  in  excess  of  $2.     The  Board 
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of  Directors  passed  a  resolution  fixing  the  rate  of  advance  pay- 
ment on  barns  used  for  automobile  storage  at  twenty-five  cents  per 
$100  of  insurance  for  one  year,  and  fifty  cents  per  $100  of  in- 
surance for  three  years.  The  secretary  states,  however,  that  no 
such  policies  have  been  issued. 

Bonds 

The  secretary  and  treasurer  have  each  given  a  surety  bond  in 
the  sum  of  $500. 


THE  BALLSTON  CO-OPERATIVE  INSURANCE 

ASSOCIATION 

Ballston  Lake,  N.  Y. 

Examination  on  condition  as  of  November  12,  1913. 
Report  dated  November  18,  1913. 
Examiner:     J,  H,  Middleton, 

This  company  appears  to  have  been  organized  and  incorporated 
in  February,  1882.  Its  certificate  of  incorporation  sets  forth  its 
intention  to  transact  business  in  the  town  of  Ballston  in  Saratoga 
county  and  no  extension  beyond  such  territory  has  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  a  co-operative  fire  insurance 
corporation  on  the  assessment  plan,  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department 

The  assets  and  liabilities  of  the  company  on  November  12,  1913, 
were  as  follows: 

Assets 
Cash  in  bank $149  80 


Total  assets $149  80 

LiohiHtics 
Duo  officers    $32  00 


Total  liabilities 32  00 
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Method  of  Busiiiess 
Policies  are  issued  bv  the  secretary  for  the  term  of  five  vears. 

1/1/  V 

The  company  insures  farm  property  only.  Property  is  divided 
into  classes  according  to  exposure.  The  first  class  is  assessed  at 
a  flat  rate;  the  second  at  1  1/10  times  the  first;  the  third  at  1  2/10 
times  the  first,  and  the  fourth  at  1  3/10  times  the  first. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
assist  in  collecting  assessments.  For  taking  applications  the  di- 
rectors receive  fifty  cents  for  each  applicMion  taken. 

Losses  are  adjusted  by  the  president  and  secretary. 

Money  is  paid  out  by  the  treasurer  by  check. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $3,500. 

The  accounts  of  the  company  are  read  at  the  annual  meetings. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors,  and  all  applications. 

Assessments 

Assessments  are  usually  levied  only  when  necessary  to  pay 
losses.  The  amount  of  the  assessment  is  based  on  the  amount 
of  losses  which  have  been  sustained,  and  a  small  amount  is  added 
to  offset  any  shrinkage  in  colle(*tion.  Assessments  are  paid  to  tlic 
treasurer  or  to  a  director.  Xew  members  are  assessed  for  only 
their  pro  rata  share  of  losses  which  have  been  incurred  during 
their  period  of  membership.  A  penalty  of  5  per  cent,  for  delin- 
quency in  payment  of  assessments  is  exacted  after  60  days. 

Insurance  in  Force 

On  December  31,  1912,  there  were  176  policies  and  e$379,117 
of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  fee  of  $2,  but  no  pc^rccntu*ro. 

Bonds 
No  officer  of  the  company  has  given  bonds. 
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BARON  STEUBEN  CO-OPERATIVE  FIRE  INSURANCE 

COMPANY 

Ithaca,  N.  Y. 

Examination  on  condition  as  of  July  1,  1913, 
Report  dated  Jvly  9,  1913. 
Examiner:   J,  H,  Middleton. 

The  above-mentioned  company  is  a  co-operative  fire  insurance 
corporation  transacting  business  on  the  advance  premium  plan,  a 
certificate  so  to  act  having  been  duly  issued  by  this  Depai'tment. 
The  territory  in  which  it  is  authorized  to  transact  business  com- 
prises all  the  counties  in  the  State  outside  those  counties  within 
the  limits  of  the  city  of  New  York. 

Prior  to  July  1,  1910,  the  company  transacted  business  on  both 
the  advance  premium  and  the  assessment  plans.  At  the  issuance 
of  three-year  policies  it  was  the  custom  to  collect  in  advance  an 
entrance  fee  amounting  to  20  per  cent,  of  the  estimated  cost  of  the 
insurance  for  the  three  years  and  a  guarantee  fee  amoimting  to 
one-third  of  the  remaining  80  per  cent.  To  raise  funds  to  meet 
the  losses  and  expenses  of  the  second  and  third  years  of  the  policy 
it  was  the  custom  of  the  company  to  assess  the  policyholder  at  the 
first  and  second  anniversaries  of  the  date  of  issue.  If  the  amount 
of  losses  and  expenses  was  greater  than  was  at  first  estimated  the 
rate  of  the  assessment  was  increased,  and  if  the  amount  of  losses 
and  expenses  was  less  than  estimated,  the  rate  of  assessment 
was  decreased.  Under  such  method  of  business  the  company  did 
not  aim  to  collect  a  surplus  or  a  reserve,  any  fluctuation  in  the 
expenditures  being  met  by  a  corresponding  adjustment  of  the  rate 
of  assessment. 

The  passage  of  chapter  328  of  the  Laws  of  1910,  which  became 
effective  July  1,  1910,  obliged  the  company  to  discontinue  trans- 
acting business  on  both  the  advance  premium  and  assessment 
plans;  and  elect  to  continue  either  as  an  assessment  company  or 
an  advance  premium  company.  The  latter  method  was  chosen 
and  the  statute  then  required  the  company  to  accumulate  and 
maintain  a  reserve  equal  to  80  per  cent,  of  the  unearned  premium 
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on  all  policies  in  force.  This  requirement  was  later  modified  by 
an  amendment  to  section  267  of  the  Insurance  Law,  which  allowed 
advance  premium  companies  to  accumulafe  such  reserve  at  the 
rate  of  15  per  centum  per  year,  the  first  increment  being  required 
to  be  accumulated  by  December  31,  1913. 

Owing  to  the  fact  that  under  the  method  of  business  previously 
pursued  by  the  company,  no  effort  was  made  to  collect  or  main- 
tain any  surplus,  this  requirement  of  the  statute  was  particularly 
difficult  to  meet  and  the  present  condition  of  the  company  is  due 
in  part  at  least  to  the  fact  that  it  had  no  surplus  to  meet  unusual 
looses  when  its  policy  of  making  annual  assessments  was  dis- 
continued. 

The  financial  condition  of  the  company  on  July  1,  1913,  I  find 
to  be  as  follows : 

Assets 

Cash  in  bank  and  in  office $190  00 

Agents'  balances  less  than  three  months  due . .  4 ,  552  86 

Agents'  balances  more  than  three  months  due. .  2,720  69 

Total   assets    $7,463  55 

Deduct  Assets  Not  Admitted 
Agents'  balances  more  (.nan  three  months  due 2,  720  69 


Total  admitted  assets $4,742  86 

Liabilities 
Losses: 

Adjusted  but  not  due $11,032  20 

Adjusted  and  due 11,226  59 

Adjusted    (estimated)     260  00 

Contested    (estimated)    5,787  00 

Total  $28,305  79 

Unpaid  salaries 2,095  00 

Interest  due 500  00 

Inspection  of  risks 1,000  00 

Clerk  hire    788  75 

Unearned  premiums 29,688  70 

Total  liabilities $62,378  24 

Excess  of  liabilities  over  assets $57,635  38 
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Losses 

For  several  years  the  fire  losses  sustained  have  been  unusually 
severe.  In  the  year  1911  losses  were  incurred  amounting  to  $51,- 
990.41  whereas  the  company's  income  from  policyholders  was 
$60,070.09.  In  1912  fire  losses  amounting  to  $35,993.16  were 
incurred  and  the  income  from  policyholders  was  $44,700.83.  In 
1913  the  losses  during  the  first  six  months  amount  approximately 
to  $25,000. 

From  the  financial  statement  it  appears  that  there  are  losses 
unpaid  amounting  to  $28,305.79.  Of  this  amount  $5,787  is  con- 
tested by  the  company,  $260  is  unadjusted,  $11,033.84  has  been 
paid  to  the  assured  and  by  the  assured  assigned  to  the  payer,  who 
is  the  secretary  of  the  company.  The  balance  of  the  unpaid  losses, 
which  amount  to  $11,224.95,  are  adjusted  and  $1,037.50  are  past 
due. 

Assessment 

From  the  foregoing  it  apj)ears  necessary  that  the  company 
immediately  levy  an  assessment  at  least  suflEicient  to  meet  its  cur- 
rent obligations.  It  is  the  recommendation  of  your  examiner, 
moreover,  that  inasmuch  as  the  compaDy  is  handicapped  by  the 
change  in  its  method  of  business,  as  pointed  out  above,  and  that 
a  high  ratio  of  fire  losses  has  been  experienced  during  recent 
years,  it  be  required  to  raise  by  assessment  a  sum  sufficient  to 
meet  the  entire  unearned  premium  reserve.  There  appears  little 
likelihood  that  the  company  will  be  able  to  accumulate  its  entire 
unearned  premium  reserv^e  within  the  time  required  by  law  and, 
therefore,  by  levying  an  assessment  sufficient  not  only  to  meet  its 
current  obligations,  but  to  raise  the  entire  unearned  premium 
reserve  as  well,  the  expense  of  assessing  annually  would  be  avoided 
and  the  company  would  be  immediately  placed  in  a  sound  finan- 
cial condition. 
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THE  BOVIXA  CO-OPEKATIVE  FIKE  INSURANCE 

COMPANY 

BoviNA  Center,  N.  Y. 

Examination  on  condition  as  of  June  24,  1014. 
Report  dated  Jvly  2,  1914. 
Examiner:    J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  1879.  Its 
articles  of  association  set  forth  its  intention  to  transact  business 
in  the  town  of  Bovina  in  Delaware  county,  and  no  extension  be- 
yond such  territory  has  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi- 
cate of  authority  to  continue  business  as  an  assessment  co-operative 
fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  June  24,  1914, 
were  as  follows : 

Assets 
Cash  in  bank $280  46 


Total  assets  $280  46 

Liabilities 

None 

Method  of  Business 

Policies  are  issued  bv  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  churches,  schoolhouses,  vil- 
lage dwellings,  and  mercantile  and  hotel  risks.  All  property  is 
divided  into  three  classes.  The  third  class  is  assessed  at  a  flat 
rate,  the  second  class  at  twice  the  third  and  the  first  at  three  times 
the  third.  The  third  class  includes  farms  and  detached  village 
dwellings;  the  second  includes  all  dwellings  within  thirty-three 
feet  of  a  building  owned  by  a  person  other  than  the  assured.  The 
first  includes  churches,  stores,  creameries,  blacksmith  shops,  grist 
mills  and  factories. 

The  company  has  insured  considerable  village  property  and  has 
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a  number  of  policies  in  excess  of  $7,000.  I  would  recommend 
that  the  directors  be  called  together  and  that  they  go  over  all  risks 
carefully  and  cancel  all  or  a  portion  of  any  policies  in  which  it 
appears  that  there  is  more  than  $7,000  which  may  possibly  be 
subject  to  a  single  fire.  Especial  care  should  be  taken  in  the  case 
of  village  property  and  it  might  possibly  be  well  if  the  company 
adopted  some  limitation  of  risks  in  villages. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
collect  premiums  and  assist  in  the  adjustment  of  losses.  For 
taking  applications  the  directors  receive  fifty  cents  for  each  appli- 
cation taken. 

Losses  are  usually  adjusted  by  one  of  the  directors. 

Money  is  paid  out  by  the  treasurer  by  cheque. 

The  accounts  of  the  company  are  read  at  the  annual  meeting. 

Records 

m 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors  and  all  applications. 

Assessments 

Assessments  are  usually  levied  annually  in  the  fall,  although 
in  case  of  large  losses  the  assessments  are  levied  directly  after  the 
fire.  The  amount  of  the  assessment  is  based  on  the  amount  of 
losses  which  have  been  sustained  and  it  is  estimated  also  to  create 
a  small  surplus.  Assessments  are  paid  to  a  director  appointed  to 
receive  them.  Xew  members  are  assessed  for  only  their  pro  rata 
share  of  losses  which  have  been  incurred  during  their  period  of 
membership.  Xo  penalty  for  delinquency  in  payment  of  assess- 
ments is  exacted. 

Insurance  in  Force 

On  December  31,  1913,  there  were  237  policies  and  $600,179 
of  insurance  in  force. 

Advance  Paijmod 

The  company  charges  in  advance  a  percentage  of  $1  on  the  first 
$1,000  of  insurance  and  $.05  on  each  $100  of  insurance  thereafter. 
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Bonds 

The  secretary  and  treasurer  have  each  given  bond,  with  one 
individual  as  surety,  to  repay  all  moneys  coming  into  their  hands. 


CAMBRIDGE    CO-OPERATIVE   FIRE   INSURANCE 

COMPANY 

Cambeidge,  N.  Y. 

Examination  on  condition  as  of  June  16,  1914. 
Report  dated  June  26,  1914. 
Exandner:  J ,  U.  Middleton. 

This  company  was  organized  and  incorporated  in  December, 
1910.  It  continued  the  business  of  an  older  company,  operating 
in  the  same  territory,  which  appears  to  have  been  formed  about 
1857.  Its  certificate  of  incorporation  sets  forth  its  intention  to 
transact  business  in  the  town  of  Cambridge  in  Washington  county. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  assessment  co-operative  fire 
insurance  corporation  in  the  territory  named  above. 

On  April  8,  1914,  the  company  filed  a  certificate  which  set 
forth  that  its  territory  would  be  extended  to  include  also  the  towns 
of  Easton,  Jackson,  Greenwich  and  White  Creek,  all  in  Washing- 
ton county. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  June  16,  1914, 
were  as  follows: 

Assets 
Cash  in  treasury   $36  13 


Total  assets $36  13 

Liabilities 
Borrowed  money    $100  00 


Total  liabilities    100  00 
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Method  of  Business 

Policies  are  issued  by  tlie  secretary  for  the  term  of  five  years. 
The  company  insures  iarm  property,  schoolhouaes  and  detajched 
village  dwellings.  Xo  classification  of  risks  is  made,  all  policy- 
holders being  assessed  at  the  same  rate. 

It  is  the  duty  of  the  secretary  to  take  applications,  inspect  risks, 
collect  premiums  and  assessments  and  assist  in  the  adjustment  of 
losses.  For  taking  applications  the  secretary  receives  $1  for  each 
application  taken. 

Large  losses  are  adjusted  by  the  board  of  directors,  but  losses  of 
less  than  than  $100  are  adjusted  by  the  secretary. 

Money  is  paid  out  by  the  treasurer  in  cash. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  not  in  excess  of  $7,000. 

The  accounts  of  the  company  are  read  at  the  annual  meeting. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  it  is  estimated  also  to  create  a  small 
surplus.  Assessments  are  paid  to  the  secretary.  New  members 
are  assessed  for  only  their  pro  rata  share  of  losses  which  have 
been  incurred  during  their  period  of  membership.  No  penalty 
for  delinquency  in  payment  of  assessments  is  exacted. 

Insurance  in  Force 

On  December  31,  1913,  there  were  410  policies  and  $860,398 
of  insurance  in  force. 

Advance  Paymeni 
The  company  charges  in  advance  a  policy  fee  of  $1. 

Bonds 

Xo  officer  of  the  company  is  bonded. 
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THE  CAROLINE  FARMERS  FIRE  INSURANCE 

COMPANY 

Slaterville  Springs,  N.  Y. 

ExamiruUion  on  condition  as  of  October  24,  1013. 
Report  dated  October  27,  1913. 
Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  and  incorporated 
May  20,  1886.  Its  certificate  of  incorporation  sets  forth  its  in- 
tention to  transact  business  in  the  town  of  Caroline  in  Tompkins 
county  and  no  extension  beyond  such  territory  has  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  assessment  corporation  in 
the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  October  24,  1913, 

were  as  follows: 

AsBeta 

Gash  in  office   $42  91 

Cash  in  bank 253  92 

Cash  in  hands  of  directors 198  04 

Total  assets $494  87 

LiabiUtiea 

Unpaid  losses    $500  00 

Due  officers  and  directors   for  services    (esti- 
mated)    150  00 

Total  liabilities 650  00 

Excess  of  liabilities  over  assets $155  13 

Method  of  Business 

Policies  are  issued  by  the  secretary  usually  for  the  term  of  five 
years.  The  company  insures  farm  property,  school-houses  and 
village  dwellings^  Property  is- divided  into  three  classes,  as  set 
forth  in  section  I  of  article  VII  of  the  by-laws,  according  to  its 
distance  from  other  property. 
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It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
collect  premiums  and  assessments  and  assist  in  the  adjustment  of 
losses.  For  taking  applications  the  directors  receive  $1  for  each 
application  taken. 

Losses  under  $100  are  adjusted  by  the  executive  committee  and 
over  $100  by  the  board  of  directors.  Money  is  paid  out  by  check 
by  the  treasurer  on  orders  signed  by  the  president  and  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $5,000. 

The  accounts  of  the  company  are  read  at  each  annual  meeting. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors  and  executive  committee  and 
all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  it  is  estimated  also  to  create  a  small  sur- 
plus. Assessments  are  paid  to  the  treasurer  or  to  any  director  of 
the  company.  No  penalty  for  delinquency  in  payment  of  assess- 
ments is  exacted  unless  suit  for  collection  is  brought. 

Insurance  in  Force 

On  December  31,  1912,  there  were  442  policies  and  $578,710 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1,  and  a  per- 
centage of  twenty  cents  per  $100  of  insurance  for  five  years  on 
property  in  the  first  class;  twenty-five  cents  per  $100  of  insurance 
for  five  years  on  property  in  the  second  class  and  thirty  cents  per 
$100  of  insurance  for  three  years  on  property  in  the  third  class. 

Bonds 

The  treasurer  has  given  a  bond  of  $2,000  with  individuals  as 
sureties. 
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THE  CATSKILL  MOUNTAIN  FIRE  INSURANCE 
COMPANY  OF  GREENE  COUNTY 

Greenville,  N.  Y. 

Examination  on  condition  as  of  May  1,  1914. 
Report  dated  June  1,  1914. 
Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  incorporated  in  December, 
1902.  Its  certificate  of  incorporation  sets  forth  its  intention  to 
transact  business  in  Greene  county.  Later,  however,  its  territory 
was  extended  to  include  the  counties  of  Columbia,  Dutchess, 
.Ulster,  Orange  and  Westchester. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  transact  business  in  the  counties  named  above. 

On  September  16,  1911,  its  territory  was  extended  into  twelve 
additional  counties,  and  on  September  14,  1912,  it  extended  into 
all  counties  of  the  State  outside  those  comprised  within  the  corpo- 
rate limits  of  the  city  of  New  York. 

The  only  previous  examination  of  the  company  was  made  by 
an  examiner  of  this  Department  in  November,  1909. 

The  assets  and  liabilities  of  the  company  on  May  1,  1914,  were 
as  follows: 

Ledger  Assets 

Book  value  of  bonds $10,634  20 

Cash  in  bank  at  interest 4 ,  000  00 

Cash  in  bank  not  at  interest 1 ,  012  74 

Agents'  balances  on  policies  written  after  February  1,  1914..  2,660  21 

Agents'  balances  on  policies  written  before  February  1,  1914..  8S1  48 

Total  ledger  assets $19,088  63 

yon-Ledger  Assets 

Accrued  interest  on  cash  in  bank $50  01 

Accrued  interest  on  bonds 85  83 

Total  non-ledger  assets 135  84 

Gross  assets $19 ,224  47 
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Deduct  Aaaeta  Not  AjdnUtted 

Agents*  balances  on  policies  written  before  Feb- 
ruary 1,   1914 $881  48 

Book  value  of  bonds  over  market  value 204  20 

Total $1,086  68 

Net  assets $18, 158  79 

Liabilities 

Unpaid  losses   , $127  20 

Unearned  premium  reserve   6,470  48 

Total  liabilities    $6,597  68 


Assets 

The  assets  of  the  company  include  the  sum  of  $10,634.20  in- 
vested in  bonds.  Attached  to  this  report  and  referred  to  as  Ex- 
hibit A  is  a  list  of  bonds  owned,  together  with  the  book,  par  and 
market  values  thereof.  This  company  has  deposited  in  bank  at 
interest  the  sum  of  $4,000.  Attached  to  this  report  and  referred 
to  as  Exhibit  B  is  a  list  of  banks  in  which  such  sums  are  de- 
posited, together  with  the  sums  deposited  in  each.  Other  assets 
of  the  company  are  cash  in  bank  not  at  interest  amounting  to 
$1,012.74,  and  sums  due  from  agents  amounting  to  $3,441.69. 
Of  the  latter  amount  $881.48  is  represented  by  policies  written 
more  than  three  months  prior  to  the  date  of  examination,  and, 
therefore,  has  not  been  allowed  as  an  asset. 

Records 

In  accordance  with  the  requirements  of  the  by-laws  the  secre- 
tary keeps  a  policy-register  and  a  record  of  the  annual  meetings 
of  the  members  and  of  the  board  of  directors,  and  all  applications. 

Conflagration  Hazard 

No  record,  as  such,  is  kept  showing  the  amount  of  insurance 
in  force  in  cities  and  villages.  I  was  unable,  therefore,  to  verify 
the  statement  of  the  secretary  that  none  of  the  conflagration  limi- 
tations of  section  267  of  the  Insurance  Law  had  been  exceeded. 
In  explanation  of  the  absence  of  such  records  the  secretary  states 
that  the  applications  filed  by  the  company's  agents  are  so  arranged 
as  to  bring  out  the  information  necessary  to  enable  the  company 
to  comply  with  this  provision  of  the  law. 
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Payment  of  Commissions  to  Officers 

The  secretary  of  the  company  conducts  an  agency  for  it  in 
Greene  county.  In  order  to  comply  with  that  provision  of  section 
267  of  the  Insurance  Law  which  forbids  the  payment  of  com- 
missions to  persons  who  pass  on  the  character  of  risks,  certain 
directors  of  the  company  have  been  delegated  to  pass  on  appli- 
cations submitted  by  the  secretary. 

Loan  to  Director 

On  April  19,  1913,  the  company  loaned  the  sum  of  $800  to  one 
of  its  directors.  This  sum  was  repaid  with  $8  interest  on  July 
13,  1913.  In  answer  to  question  22  on  page  7  of  its  annual  state- 
ment for  the  year  ending  December  31,  1913,  which  question 
reads,  "Has  any  such  officer  or  director  been  pecuniarily  inter- 
ested in  or  the  beneficiary  of  any  investment  or  loan  made  or 
granted  by  the  corporation  during  the  year  1913  ?"  the  company 
answered  "no.^' 

Expense  of  Management 

In  the  year  1913  the  ratio  of  expense  of  management  to  pre- 
mium income,  after  deducting  from  such  expense  all  expenses  in- 
curred in  the  inspection  of  risks  and  the  adjustmtot  of  losses  and 
legal  expenses  connected  therewith,  was  31.6  per  cent. 

Bonds 

The  treasurer  has  given  a  bond  with  three  personal  sureties  in 
the  sum  of  $10,000. 

Insurance  in  Force 
On  December  31,  1913,  there  were  1,820  policies  and  $1,519,- 
065.44  of  insurance  in  force. 
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THE     CATSKILL     MUTUAL     FIRE     INSURANCE 
COMPANY   OF   GREENE   COUNTY 

Catskill,  N.  Y. 

Examination  on  condition  as  of  September  25,  1913. 
Beport  daied  October  16,  1913. 
Examiner:  J.  H,  Middleton, 

This  company  is  a  co-operative  fire  insurance  company  and  was 
organized  in  December,  1909.  Its  certificate  ,of  incorporation 
sets  forth  its  intention  to  transact  business  in  the  town  of  Catskill 
in  Greene  county.  On  February  5,  1910,  its  territory  was  ex- 
tended to  include  the  whole  of  Greene  county.  On  December  27, 
1910,  a  certificate  was  issued  authorizing  the  company  to  con- 
tinue business  as  an  advance  premium  corporation  in  the  county 
named  above.  On  March  4,  1911,  its  territory  was  extended  to 
include  also  the  counties  of  Albany,  Columbia,  Dutchess  and 
Orange. 

On  September  25,  1913,  I  find  the  assets  and  liabilities  of  the 
corporation  to  have  been  as  follows: 

Assets 

Cash  in  office $124  83 

Cash  in  bank,  not  at  interest 673  42 

Agents*  balances  less  than  three  months  due. . .  603  49 

Agents'  balances  over  three  months  due 386  15 

Total  assets $1,787  89 

Deduct  Assets  Not  Admitted 
Agents*  balances  over  three  months  due 386  15 

Total  admitted  assets $1,401  74 

LidbiUties 
Unpaid  losses: 

Unadjusted $8  00 

Resisted    375  00 

Total   $383  00 

Unearned  premiums 2,044  35 

Total  liabilities $2,427  35 

Excess  of  liabilities  over  assets $1,025  61 


Reposts  on  Official  Exa^mination  573 

Confldgration  Hazard 

The  oompany  keeps  no  record  by  which  I  was  able  to  verify 
its  statement  that  it  had  not  exceeded  the  conflagration  limita- 
tions in  section  267  of  the  Insurance  Law.  The  secretary  states, 
however,  that  he  is  personally  familiar  with  all  sections  in  which 
it  is  possible  that  such  limitations  might  possibly  have  been  ex- 
ceeded and  knows  of  his  own  knowledge  that  such  limitations 
have  not  been  exceeded  in  the  village  of  Catskill  and  that  to  the 
best  of  his  knowledge  and  belief  have  not  been  exceeded  in  any 
other  city  or  village. 

Method  of  Business 

The  company  does  business  on  the  advance  premium  plan. 
Risks  are  secured  through  local  agents  who  are  compensated  at 
a  fixed  percentage  of  the  premiums.  The  rates  of  premiums 
charged  are  based  on  the  "  board  rates  "  and  are  estimated  by  the 
secretary  to  be  approximately  80  per  cent,  of  such  "  board  rates." 
The  company  has  never  made  an  assessment 

Bonds 

At  the  date  of  examination  no  officer  of  the  company  was 
bonded.  The  secretary  has  since  notified  the  Department,  how- 
ever, that  he  has  given  bond  in  the  sum  of  $5,000,  with  indi- 
viduals as  sureties. 

Secretary's  Salary 

In  its  annual  statement  for  the  year  ending  December  31, 
1912,  the  company  does  not  carry  any  item  on  account  of  liabili- 
ties for  officers'  salaries.  It  appeared,  however,  that  on  January 
14,  1913,  the  board  of  directors  voted  a  salary  to  the  secretary  of 
$250,  and  previous  to  that  time  it  was  the  custom  of  the  oompany 
to  pay  the  secretary  an  annual  salary  of  $150.  In  explanation 
the  secretary  states  that  it  was  his  understanding  that  the  com- 
pany had  no  liability  on  account  of  salaries  until  the  board  of 
directors  had  actually  voted  a  salary.  He  states  further  that  the 
omission  of  this  item  was  made  in  good  faith  and  with  no  inten- 
tion to  deceive  the  department  or  make  a  false  statement. 

Expense  of  Management 
The  ratio  of  expense  of  management  to  premium  income,  after 
deducting  from  such  expense  all  expenses  incurred  in  the  in- 
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spection  of  risks  and  the  adjustment  of  losses  and  l^al  expenses 
connected  therewith  as  stated  in  the  annual  statement,  is  33.8  per 
cent  By  charging  the  $250  paid  for  the  secretary's  services  for 
the  year  1912  to  that  year,  however,  it  appears  that  the  company 
has  exceeded  the  legal  expense  limitation  of  35  per  cent. 


CAYUGA    COUNTY    FARMERS'    INSURANCE 

COMPANY 

Auburn,  N.  Y. 

Examination  on  condition  as  of  October  22,  1913. 
Report  dated  October  29,  1913. 
Examiner:  J.  H.  Middleton, 

This  company  appears  to  have  been  organized  and  incorporated 
in  1882.  Its  certificate  of  incorporation  sets  forth  its  intention 
to  transact  business  in  the  county  of  Cayuga. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi- 
cate of  authoriiy  to  continue  business  as  a  co-operative  fire  insur- 
ance corporation,  transacting  business  on  the  assessment  plan^ 
in  the  territory  named  above.  On  July  17,  1911,  tte  company 
filed  in  the  department  a  certificate  setting  forth  its  intention  to 
extend  its  business  into  the  counties  of  Seneca,  Wayne,  Oswego 
and  Onondaga. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  October  22,  1913, 
were  as  follows: 

Aaaeta 
Cash  in  bank $43  IS 

-  'H 

Total  assets ^ $43  IS 

Liahilitiea 

Borrowed  money $7,300  00 

Unpaid  losses  212  00 

Total  liabilities 7,612  00 

Ezcesa  of  liabilities  over  aasets $7,46882 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  and  a  few  detached  dwell- 
ings. All  property  is  assessed  at  the  same  rate,  no  classification 
being  made. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
collect  premiums  and  assessments  and  assist  in  the  adjustment  of 
losses.  For  taking  applications  the  directors  are  paid  $1  for  each 
application  taken. 

Losses  of  less  than  $50  are  adjusted  by  the  local  director,  but 
in  case  of  loss  of  over  $50  the  loss  committee  acts. 

Money  is  paid  out  by  check  by  the  treasurer  on  an  order  signed 
by  the  president  and  secretary. 

The  secretary  states  that  there  is  not  over  $7,000  insured  in 
any  one  risk. 

The  accounts  of  the  company  are  read  at  the  annual  meeting 
of  the  Board  of  Directors. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors  and  executive  committee,  and 
all  applications. 

Assessm&nis 

Assessments  are  usually  levied  annually  on  October  15th.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  with  a  small  amount  added  to  allow  for  pos- 
sible shrinkage  in  collection.  Assessments  are  paid  to  the 
directors.  New  members  are  assessed  for  only  their  pro  rata 
share  of  losses  which  have  been  sustained  during  their  period  of 
membership.  No  penalty  for  delinquency  in  payment  of  assess- 
monts  is  exacted  unless  suit  for  collection  is  brought. 

Insurance  in  Force 

On  December  31,  1912,  there  were  2,596  policies  and  $/  341,- 
205  of  insurance  in  force. 
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Advance  Payment 

.  The  company  charges  in  advance  a  percentage  of  six  cents  per 
$100  of  insurance  for  one  year;  eight  cents  for  two  years;  ten 
cents  for  three  years  and  twelve  cents  for  four  and  five  years  but 
charges  no  policy  or  survey  fee. 

Bonds 

The  treasurer  has  given  a  surety  company  bond  of  $3,000  and 
the  secretary  has  given  a  similar  bond  for  $1,000. 


CO-OPEEATIVE    FIEE    INSUEANCE    COMPANY    OF 
SULLIVAN   AND  ADJOINING   COUNTIES 

Centebville  Station,  N.  Y. 

Examinaiion  on  condition  as  of  June  6,  1913. 
Report  dated  June  9,  1913. 
Examiner:  J.  H.  Middleton, 

This  company  was  organized  in  January,  1913.  Its  certificate 
of  incorporation  sets  forth  its  intention  to  transact  business  in  the 
counties  of  Sullivan  and  Ulster  and  no  extension  beyond  such 
territory  has  since  been  made.  On  January  22,  1913,  the  Depart- 
ment issued  to  it  a  certificate  authorizing  it  to  transact  business 
in  the  two  counties  above  named  as  a  county  assessment  co- 
operative fire  insurance  company. 

The  assets  and  liabilities  of  the  company  on  June  6,  1913, 
were  as  follows: 

Assets 

Cash  in  bank $344  06 

Cash  in  office 183  22 

Total  assets  $527  27 

Liabilities 
Owed  to  directors  (estimated) $70  00 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  terms  of  three  and 
five  years.  The  company  insures  farm  property,  occupied  either 
for  purely  farm  purposes  or  as  boarding  houses.  In  only  two 
cases  have  policies  been  written  on  village  property,  and  in  these 
cases  such  property  is  detached  and  not  subject  to  a  conflagration 
hazard.  The  company  does  not,  moreover,  write  insurance  on 
mercantile  or  manufacturing  property. 

All  property  insured  is  divided  into  four  classes.  The  first 
class  will  be  assessed  at  a  flat  rate,  the  second  class  at  twice  this 
rate,  the  third  class  at  three  times  the  flat  rate  and  the  fourth  class 
at  four  times  the  flat  rate. 

Eisks  are  inspected  by  two  directors,  one  from  the  locality  in 
which  the  property  is  located  and  one  from  another  locality.  In 
case  of  disagreement  as  to  the  desirability  of  binding  the  tym- 
pany to  insure  such  property,  the  matter  is  referred  to  the  board 
of  directors  at  its  monthly  meeting. 

All  accounts  are  audited  by  the  board  of  directors.  Checks  are 
signed  by  the  president,  secretary  and  treasurer. 

It  is  the  policy  of  the  company  to  inSiUre  not  more  than  $2,000 
on  any  one  building  and  not  more  than  $4,000  in  any  group  of 
buildings. 

The  company  has  appointed  an  auditing  ccmmittee  of  three 
directors,  whose  duty  it  is  to  examine  the  books  and  records  of  the 
company. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  board 
of  directors,  and  all  applications. 

At  the  time  of  examination  the  treasurer's  account  and  the  cash 
account  did  not  agree.  To  remedy  this  situation,  I  would  sug- 
gest that  all  sums  of  money  coming  into  the  possession  of  the  com- 
pany be  paid  to  the  treasurer  and  by  him  deposited  in  bank  to  the 
credit  of  the  company  and  that  the  treasurer  issue  to  the  secretary 
a  receipt  for  all  moneys  paid  by  such  secretary  to  the  treasurer. 
In  addition,  I  would  suggest  that  all  disbursements,  as  far  as 
practicable,  be  made  by  check  and  a  receipt  obtained,  numbered 
and  filed  for  all  bills  paid. 
19 
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I  would  recommend  further  iheit  the  auditing  committee  at 
some  stated  period  make  a  report  to  the  company  and  that  such 
report  be  placed  in  the  minute  book  of  the  company  and  be  signed 
by  all  members  of  the  auditing  committee. 

Assessments 

As  pointed  out  aboye,  the  company  has  sustained  no  fire  losses 
and  the  necessity  of  levying  an  assessment  has  not  yet  arisen. 

Insura/nce  in  Force 

At  iiio  time  of  examination  the  company  had  insurance  in  force 
of  over  $200,000. 

Advance  Payment 

The  company  charges  in  advance  a  membership,  poUcy  and 
survey  fee  of  $2,  and  in  addition  a  })ercentage  of  10  cents  on  each 
$100  insured'  for  each  year  that  the  policy  is  to  remain  in  force. 

Bonds 
The  rules  of  the  company  require  the  secretaiy  and  treasurer  to 
each  give  a  bond  of  $5,000,  but  ovtdng  to  the  fact  that  little  money 
had  been  received  as  yet  it  was  not  deemed  necessary  to  procure 
such  bonds.  The  secretary  states,  however,  that  such  bonds  will 
be  procured  immediately  after  the  annual  meeting  of  the  company 
on  June  10,  1913. 


THE   CO-OPERA.TIVE   FIEE   INSURANCE    COMPANY 
OF  THE  TOWN  OF  GEANVILLE,  N.  Y. 

Middle  Geanville,  N.  Y. 

Examination  on  condition  as  of  June  17,  1914. 
Report  dated  June  19,  1914. 
Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  and  incorporated 
in  May,  1888.  Its  certificate  of  incorporation  sets  forth  its  in- 
tention to  transact  business  in  the  town  of  Granville  in  Washing- 
ton county  and  no  extension  beyond  such  territory  has  been  made. 
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On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  assessment  co-operative  fire 
insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  June  17,  1914, 
were  as  follows: 

Cash  in  bank $59  48 

Total  assets  $59  48 

Lidbilitiea 
Unpaid  losses  (disputed) $400  00 

Total  liabiUties $400  00 

Assets 

The  only  asset  of  the  company  is  the  sum  of  $59.48  which  is 
deposited  in  bank  to  the  credit  of  the  company. 

LiahiiUies 

The  only  liability  of  the  company  appears  to  be  a  disputed  loss 
claim  which  may  amount  to  $400. 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  schoolhouses  and  detached 
village  dwellings.  No  classification  of  risks  is  made ;  all  policy- 
holders being  assessed  at  the  same  rate. 

It  is  the  duty  of  the  secretary  to  take  applications,  inspect  risks, 
collect  premiums  and  assist  in  the  adjustment  of  losses.  For 
taking  applications  the  secretary  receives  $1.50  for  each  appli- 
cation taken. 

Large  losses  are  usually  adjusted  by  the  Executive  Committee. 

Money  is  paid  out  by  the  treasurer  by  cheque. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $5,000. 

The  accounts  of  the  company  are  read  at  the  annual  meeting. 
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Records 
in  siOQ&rdamoe  with,  the  requirenaeiits  of  the  by-laws,  liie  fieere- 
tary  keeps  a  policy  negiater,  minutes  of  the  noeetiiigs  of  tiie  cob^ 
paaay  -and  of  the  board  of  direetors  and  executive  committee,  and 
all  applications. 

Assessments 
Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  it  is  estimated  also  to  create  a  small 
surplus.  New  members  are  assessed  for  only  their  pro  rata  share 
of  losses  which  have  been  incurred  during  their  period  of  member- 
ship. No  penalty  for  delinquency  in  payment  of  assessments  is 
exacted. 

Insurance  in  Force 
On  December  31,  1913,  there  were  288  policies  and  $589,385 
of  insurance  in  force. 

AdiMnoe  Fayment 
The  company  charges  in  advance  a  policy  fee  of  $2. 

JB&nds 

The  treasurer  has  given  bond  in  Aesum  of  $2,000  with  two 
individuals  as  sureties  and  the  secretary  haa  given  a.  bond  in  the 
sum  of  $500  with  two  individuals  as  sureties. 


THE  OO-OPERATIVE   FIRE  INSIHIANCE    COMPANY 

OF  THE  TOWN  OF  HARTFORD 

South  Habtfosd,  N«  Y. 

Examdmation  xm  condition  as  x>f  June  17,  1914. 
RepoH  dated  June  19,  1914. 
Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  and  incorporated 
in  April,  1886.  Its  certificate  of  incorporation  sets  forth  its  in- 
tention to  transact  business  in  the  town  of  Hartford  in  Washing- 
ton county,  and  no  extension  beyond  such  territory  has  been  made. 
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On  December  27,  1910,  the  Deportment  issved  te^  it  a  eertifieaiie 
of  authoiitj  to  contixiue  busiBeBs  as  an  asaessiKieiit  ee^^^peratire  fire 
insurance  corpopration  in  tlie  territory  naned  aUbo^^ 

No  previous  examination  of  the  company  has  been  made  by 
this  Department 

Tlw  asselsi  and  KabiHties  of  the  eompany  en  June  17^  1914, 
were  as  follows: 

Cash  in  bank $54  16 


Total  aasetB  $54  16 

Liabilities 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  only^  No  classificatioa  is 
made,  each  policyholder  being  assessed  at  the  saxoa  rate. 

It  is  the  duty  of  the  secretary  to  take  applications,  inspect  risks, 
collect  premiums  and  assesssnents  and  assist  in  the  adjustment  of 
losses.  For  taking  applications  the  s^sietary  receives  $L50  for 
each  application  taken. 

Large  losses  are  usually  adjusted  by  ike  Executive  Committee 
which  also  passes  on  all  applications. 

Money  is  paid  out  by  the  secretary  by  cheque. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $4,000. 

The  accounts  of  the  company  are  read  at  the  annual  meeting. 

Records 
In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  minutes  of  the  meetings  of  the  company  and  of  the 
board  of  directors  and  executive  committee,  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.    The 

amiMuit  of  the  assessment  is  based  on  the  amount  of  losses  whicb 

haTe  been  sustained  and  it  is  estimated  also  to  create  a  small  sur^ 

phia.    Assessments  are  paid  to  the  secretary.    New  inembers«  are 
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assessed  for  only  their  pro  rata  share  of  losses  which  have  beea 
incurred  during  their  period  of  membership.  No  penalty  for 
delinquency  in  payment  of  assessments  is  exacted. 

Insurance  in  Force 

On  December  31,  1913,  there  were  242  policies  and  $449,375 
of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  policy  fee  of  $2. 

Bonds 

The  treasurer  has  given  a  bond  in  the  sum  of  $500  with  one 
individual  as  surety. 


DELAWARE     COUNTY    PATRONS'    AND    FARMERS* 

FIRE  RELIEF  ASSOCIATION 

Sidney  Center,  N.  Y. 

Examination  on  condition  as  of  October  2,  1913. 
Report  dated  October  4,  1913. 
Examiner:  J,  H.  Middleton. 

This  company  appears  to  have  been  organized  in  May,  1881. 
Its  certificate  of  incorporation  recites  its  intention  to  conduct 
business  in  Delaware  county.  No  extension  in  territory  has  ever 
been  made.  On  December  27,  1910,  the  Department  issued  to  it 
a  certificate  of  authority  to  continue  business  as  an  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  October  2,  1913, 
were  as  follows  r 

Assets 

Cash  in  bank $382  06 

Cash  in  office 708  67 

Unpaid  assessments  2, 376  00 

Total  assets  $3, 465  78 
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lAahilitiea 

Borrowed  money  unpaid $2, 809  38 

Owe  secretary  for  money  advanced 17  64 

Total  Uabilities $2,827  02 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  three  years. 
The  company  insures  farm  property,  village  residences,  churches 
and  schoolhouses.  All  property  is  assessed  at  the  same  rate  except 
water  protected  village  property  on  which  the  rate  of  assessment 
is  reduced  20  per  cent  Applications  are  taken  by  the  directors 
who  receive  $1  for  each  application  and  certificate  made.  Losses 
are  adjusted  by  the  president  or  a  director  appointed  by  him. 
Assessments  are  paid  to  the  directors  and  by  them  transmitted  to 
the  secretary,  who,  after  recording,  pays  all  moneys  to  the  treas- 
urer, who  pays  them  by  check. 

The  accounts  of  the  company  are  audited  annually  by  a  com- 
mittee of  two  directors. 

There  are  in  force  a  few  policies,  over  $7,000  in  amount,  and 
the  secretary  was  unable  to  state  of  his  own  knowledge  whether 
the  property  insured  by  such  policies  was  so  located  that  over 
$7,000  was  exposed  to  a  single  fire. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  board 
of  directors  and  the  executive  committee,  and  all  applications. 
In  addition  I  would  recoromend  that  either  the  secretary  or  treas- 
urer open  a  cash  book  in  which  shall  be  entered  all  items  of  re- 
ceipts and  expenditures  with  the  date  and  the  amount  of  each. 

Assessments 

Assessments  are  usually  levied  annually,  about  September  1st. 
The  amount  of  the  assessment  is  based  upon  the  amount  of  losses 
which  have  been  sustained.  Kew  members  are  assessed  for  their 
pro  rata  share  of  losses  which  have  been  incurred  while  they 
were  members  of  the  company.  No  charge  for  delinquency  in 
payment  of  assessments  is  made. 
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Insurance  m  Force 
On  December  31,  1912,  there  were  eight  hundred  sixty-two 
policies  and  $1,483,925  of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  an  application  fee  of  $1. 

Bond9 
The  secretary  and  treasarex  have  eaeh  giv^i  bonds  in  the  Sam 
of  $5^000^  with  individnalfl  as  sfuredes^  and  each  director  is  given 
a  similar  bond  in  the  anun  of  $500. 


•■^ 


DELHI  INSUEANCE  COMPANY 
Delhi,  N.   Y. 

Examination  on  condition  as  of  October  2,  1913. 
Report  dated  October  6,  1913. 
Examiner:  J.  H^  Middleton. 

This  company  was  (organized  in  March,  18&9.  Its  articles  of 
association  set  forth  its  intention  to  transact  business  in  the  town 
of  Delhi  in  Delaware  county,  N.  Y.,  and  no  extension  beyond 
such  territory  has  been  made. 

On  December  29,  1911,  the  Department  issued  to  it  a  certlfieate 
of  authority  to  continue  business  as  an  assessment  cooperative 
fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  be^a  made  by  thia 
Department 

The  assets  and  liabilities  of  the  company  on  October  2,  1913, 
were  as  follows : 

Cash  in  bank $77  94 

Total  asseta  $77  94 

Liahitities 

Unpaid  losses $17  00 

Borrowed  money  100  9d 

Total  liabilities $117  OO 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  y^ars. 
The  company  insures  farm  property  and  village  residences.  No 
classification  is  made,  all  members  b^ng  assessed  at  the  same  rate. 

The  company  has  nine  directors  whose  duty  it  is  to  take  appli- 
cationS;  inspect  risks,  collect  premiums  And  assist  in  the  adjust- 
ment of  losses.  For  taking  applications  a  director  receives  a  fee 
of  $1  for  each  application. 

The  small  losses  are  adjusted  by  the  local  director  but  in  case 
of  large  losses  a  committee  is  appointed. 

Money  is  paid  out  on  order  of  the  executive  committee  by  the 
treasurer  who  signs  all  cliecks. 

There  are  in  force  a  few  policies  over  $7,000,  but  the  secretary 
states  that  in  no  case  is  more  than  $7,000  subject  to  a  single  fire. 

All  accounts  of  the  company  are  read  at  the  annual  meeting. 

Records 
In  nccordance  with  tii»  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  raster,  minutes  of  the  meetings  of  the  board 
of  directors  and  executive  committee,  and  all  applications. 

Assessments 
Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustaii^  and  is  paid  to  the  treasurer  direct.  New 
members  are  charged  for  only  their  pro  rata  share  of  losses  which 
have  been  sustained  during  their  period  of  membership.  No  extra 
charge  for  delinquency  in  payment  of  assessments  is  madeu 

Iitsurance  in  Force 
On  December  81,  1912,  there  were  363  policies  and  $733,960 
of  insurance  in  force. 

Advance  Payments 
The  company  charges  in  advance  a  survey  fee  of  $1  and  a 
percentage  of  five  cents  on  ^aoh  $100  of  insurance. 

Bonds 
No  officers  of  the  company  are  bonded. 
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DRYDEN  AND  CROTON  CO-OPERATIVE  FIRE 

INSURANCE  COMPANY 

Etna,  N.  Y. 

Examination  on  condition  as  of  October  24,  1913. 
Beport  dated  October  29,  1913. 
Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  1860.  In 
1910,  the  company  was  reorganized.  Its  certificate  of  incorpora- 
tion sets  forth  its  intention  to  transact  business  in  the  towns  of 
Dryden  and  Groton,  in  Tompkins  county,  and  no  extension  be- 
yond such  territory  has  been  made. 

On  December  30,  1910,  the  Department  issued  to  it  a  certifi- 
cate of  authority  to  transact  business  as  a  co-operative  fire  insur- 
ance corporation  on  the  assessment  plan,  in  the  territory  named 
above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department,  except  the  examination  made  to  verify  its  orig- 
inal statement. 

The  assets  and  liabilities  of  the  company  on  October  24,  1913, 
were  as  follows : 

Assets 

Cash  in  bank $219  00 

Assessments  in  course  of  collection 4,  500  00 

Total  assets  $4, 719  00 

Liahilities 

Borrowed  money $2, 000  00 

Unpaid  losses 2»085  00 

Total  liabilities 4.085  00 

Excess  of  assets  over  liabilities $634  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  usually  for  the  term  of  five 

years.      The    company    insures    farm    property,    schoolhouaes, 

churches  and  village  dwellings.     Property  is  divided  into  three 

classes  according  to  its  distance  from  other  property.     The  first 
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class  is  assessed  at  a  flat  rate;  the  second  class  at  1^  times  the 
first  class,  and  the  third  class  at  1%  times  the  first  class. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
collect  premiums  and  assessments  and  assist  in  the  adjustment  of 
losses. 

For  taking  applications  the  directors  receive  a  policy  fee  of  $1. 

Losses  of  less  than  $50  are  adjusted  by  the  local  director,  and 
above  $50,  by  two  or  three  directors. 

Money  is  paid  out  on  order  of  the  president  and  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $7,000. 

The  executive  committee  audits  the  accounts  of  the  company. 

Records 
In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors  and  executive  committee,  and 
all  applications. 

AssessmenU 
Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  it  is  estimated  also  to  create  a  small  sur- 
plus. Assessments  are  paid  to  the  directors.  New  members  are 
charged  for  only  their  pro  rata  share  of  losses  incurred  during  their 
period  of  membership.  No  penalty  for  delinquency  in  payment 
(A  assessments  is  exacted  unless  suit  for  collection  is  brought. 

Insurance  in  Force 
On  December  31,  1912,  there  were  1,720  policies  and  $8,320,- 
840  of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  policy,  survey  and  member- 
ship fee  of  $2  and,  in  addition,  a  percentage  of  10  cents  per  $100 
of  insurance. 

Bonds 
The  acting  treasurer  has  given  a  bond  without  limitation  as  to 
amount  to  account  for  all  moneys  received.     Such  bond  has  two 
individuals  as  sureties. 
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DWELLBfO    HOUSE    CO-OPEEATIVE    FIBE    INSU& 
JlN-GE  company  of  CAYUGA  COUNTY 

Attbubn,  N.  Y. 

^xammation  ^n  condition  as  of  Odioher  22,  1913. 
.Report  dated  Octdber  i29,  19 IS. 
Examiner:    J.  H.  Middleton, 

This  company  appears  to  liave  been  organized  and  incorporated 
in  May,  1902.  Its  certificate  of  incorporation  seta  forth  its  inten- 
tion to  transact  business  in  the  counties  of  Cayuga,  Tompkins, 
Cortland,  Madison  and  Onondaga,  and  no  extension  beyond  such 
territory  has  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifixsate 
of  authority  to  continue  business  as  a  co-operative  fire  insurance 
company  on  the  assessment  plan  in  the  territory  named  above. 

The  only  previous  examination  of  the  company  ivas  made  by 
this  Department  in  September,  1909. 

The  assets  and  liabilities  of  the  company  on  October  22,  1913, 
were  as  follows: 

A88et8 

Cash  in  office  $12^5  1*3 

Cash  m  batik , 136  4S 

Total  assets  $261  81 

LidbilitieB 

None. 

Policies  are  isaned  by  the  jgeci^tary,  casually  for  the  term  of 
three  years.  The  company  insures  water-pvotected  (Iwelliiikgs 
only.  Property  is  divided  into  three  classes.  The  first  class  in- 
cludes brick  houses  occupied  by  -owners ;  the  second  class  includes 
inmm  iwtises  occupied  by  owners;  and  the  third  class  includes 
dwellings  ^(xmpied  %y  tenants. 

The  company  employs  agents  whose  duty  it  is  to  take  appli- 
cations, inspect  risks  and  collect  premiums.  For  taking  appli- 
eatietis  the  agents  receive  $1.40  per  $1,000  of  insnraitce  on  new 
rides  and  $1.15  per  $1,000  of  insurance  on  old  risks. 
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Losses  are  usually  adjusted  by  two  members  of  the  executive 
coaiixiittfec. 

Mouey  i&  paid,  out  by  cheek  by  tho  treaauxej!.. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is-  ^2,200. 

The  accounts  of  the  company  are  audited  by  a  committee  of 
directors  at  the  annual  meeting. 

Records 

In  accordance  with  the  requirements^  of  the  by-laws,,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany aod  o£  the  board  of.  dixectozs.  and  eamfAve  eommkteo^  and 
aU  appKcatiieffifl!. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
total  amount  of  the  assessment  is  based  on  the  amount  of  losses 
which  hsrm  Been  sustained'  and  is  apportioned'  among  the  policy- 
holders according  to  class  and  amount  insured.  Assessments  are 
paid  to  the  secretary  or  treasurer.  No  penalty  for  delinquency 
in-  payment  of  assessments  is  exacted'  unless  suit  for  collection  is 
bpottght. 

Insurance  in  Farce 

On  December  31,  1912,  there  were  431  policieft  and  $49ffi,7*S3 
o£  ioAurancQ  in  f occe.. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  60,  70  or  80 
cents  per  $1,000  of  insurance,  according,  to  classification,  and,  in 
addition,  a  percentage  of  25  2/10  cents  per  $100  of  insurance  f<)r* 
three  years.  The  company  charges  a  percentage  of  50  cents  per 
^100>  o£  insurance  for  three- years  on  bams  in  which  automobiles 
are  kept.  The  secretary  states,  however,  that  only  one  policy  was 
issued  at  this  rate. 

Bonds 

No  officer  of  the  company  is  bonded,  although  section  5»  of  the 
by-laws  requires  the  treasurer  to  give  a  bond  to  be  approved  by 
the  board  of  directors. 
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THE    FARMEES    FIRE    INSURANCE    ASSOCIATION 

OF  THE  TOWNS  OF  GREENVILLE,  DURHAM, 

WESTERLO  AND  RENSSELAERVILLE 

Freehold,  N.  Y. 

Examination  on  condition  as  of  May  13,  1914. 
Report  dated  May  16,  1914. 
Examiner:  J.  H,  Middleton. 

This  company  appears  to  have  been  organized  in  Jannaiy, 
1855.  In  May,  1889,  it  appears  to  have  incorporated.  Its  cer- 
tificate of  incorporation  sets  forth  its  intention  to  transact  busi- 
ness in  the  towns  of  Greenville  and  Durham  in  Greene  county, 
and  Westerlo  and  Rensselaerville  in  Albany  county.  On  April 
26,  1909,  its  territory  was  extended  to  include  the  whole  of  the 
counties  of  Albany  and  Greene. 

On  December  27,  1910,  the  Department  issued  to  it  a  certi- 
ficate of  authority  to  continue  business  as  a  co-operative  fire  in- 
surance corporation  on  the  assessment  plan  in  the  two  counties 
named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  May  13,  1914, 
were  as  follows: 

Assets 

Premiums  in  course  of  collection $332  13 

Cash  in  bank 44  77 

Total  assets $376  90 

Liahilities 
Officers'  salaries  accrued $100  00 

Total  liabilities    $100  00 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  terms  of  one  and 
five  years.  The  company  insures  farm  property,  schoolhouses, 
village  dwellings,  hotels,  creameries  and  mercantile  property. 
Property  is  divided  into  three  classes.  The  first  class  includes 
farm  property,  the  second  class  includes  village  property  which 
is  insured  for  five  years  and  the  third  class  includes  all  one  year 
property.  All  property  is  assessed  at  the  same  rate.  Each  class 
is,  however,  charged  a  different  advance  payment 

It  is  the  duty  of  the  directors  to  take  applicationS|  inspect 
risks,  collect  premiums  and  assessments  and  assist  in  the  adjust- 
ment of  losses.  For  taking  applications,  the  directois  receive 
the  full  policy  fee. 

Large  losses  are  tid justed  by  the  board  of  directors,  but  in 
case  of  small  losses  the  local  director  acts. 

Money  is  paid  out  by  the  secretary  by  cheque. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $3,000,  a  risk  being  defined  as  a  building  not  nearer 
to  another  building  than  100  feet. 

The  accounts  of  the  company  are  audited  annually  by  the 
board  of  directors. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the 
company  and  of  the  board  of  directors,  and  all  applications. 

Assessments 

Assessments  are  usually  levied  annually  in  October.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  it  is  estimated  also  to  create  a  small 
surplus.  New  members  are  assessed  for  only  their  pro  rata 
share  of  losses  which  have  been  incurred  during  their  period  of 
membership.  No  penalty  for  delinquency  in  payment  of  assess- 
ments is  exacted  unless  suit  for  collection  is  brought' 
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Insurance  in  Force 

On  December  31,  1913,  there  were  1,483  policies  and  $2,136,- 
137  of  insurance  in  force^ 

Advance  Payment 

The  company  charges  in  advance  a  percentage  of  15  cents 
per  $100.00  of  insurance  on  a  5  year  policy  on  property  in  the 
first  class,  20  cents  per  $100.00  of  insurance  for  5  years  on 
property  in  the  second  class,  and  10  cents  per  $100.00  of  in- 
surance for  one  year  on  property  in  the  third  class.  In  addition, 
a  policy  fee  of  $1.00  is  charged  on  policies  of  $2,000.00  and 
under,  and  5  cents  per  $100.00  of  insurance  on  policies  of  over 
$2,000.00. 

Bonds 

The  secretary-treasurer  has  given  a  bond  in  the  sum  of  $2,000 
with  two  individuals  as  sureties. 


FAEMERS'    MUTUAL    FIRE    INSURANCE    COMPANY 

OF  FORT  EDWARD 

FoET  Edward,  N.  Y. 

Examination  on  condition  as  of  June  17,  1914. 
Report  dated  June  19 y  1914. 
Examiner:    J^  H.  Middleton, 

This  company  appears  to  have  been  organized  and  incorpo- 
rated in  April,  1889,  Its  certificate  of  incorporation  sets  forth 
its  intention  to  transact  businose  in  the  tomio.  of  Foit  Edward  in 
Washington  county  and  no  exitoaion  beycotid  mich  lerritoij  has 
be^i  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  eertifi.- 
cate  of  authority  to  continue  business  as  an  assessment  co- 
operative fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 
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The  assets  and  liabilities  of  the  companj  on  Jmie  17^  1914, 
were  aa  foUows: 

Cash  in  treasurer's  hands $25  72 


Total  assets $25  72 

LidbUiiiea 
Due  directors $6  00 


Total  liabilities «  00 


Excess  of  assets  over  liabilities $19  72 


Method  of  Business 

Policies  axe  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  only.  No  classification  of 
ri£^  is  made;  all  policyholders  are  assessed  at  the  same  rate. 

It  is  the  duty  of  the  seeretary  to  take  applications,  inspect 
risks,  collect  premiums  and  assist  in  the  adjustment  of  losses. 
For  taking  applications  the  aeoretaiy  receives  $1.50  for  each 
application  taken. 

Large  losses  are  usually  adjusted  by  the  board  of  directors. 

Money  is  paid  out  by  the  treasurer  by  cheque. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $5,000. 

Tile  accounts  of  the  company  are  read  at  the  annual  meeting. 

Records 

In  accordance  with  the  requirements  of  the  by-laws^  the  secre- 
tary keeps  a  policy  roister,  minutea  of  the  meetings  of  the 
company  and  of  the  board  of  directors  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to-  pay  loasoa. 
The  amount  of  the  assessment  is  based  cm  the  amount  of  losses 
which  have  been  sustained  and  it  is  estimated  also  to  create  a 
small  surplus.     Assessments  are  paid  to  the  treasurer.     New 
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members  are  assessed  for  only  their  pro  rata  share  of  losses 
which  have  been  incurred  during  their  period  of  membership.  No 
penalty  for  delinquency  in  payment  of  assessments  is  exacted. 

Insurance  in  Force 

On  December  31,  1913,  there  were  122  policies  and  $245,180 
of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  policy  fee  of  $2.00. 

Bonds 
No  officer  of  the  company  has  given  bond. 


THE  FARMER'S  MUTUAL  INDEMNITY  ASSOCIATION 

OF  CAYUGA  COUNTY 

MOHAVIA,  N.  Y. 

Examination  on  condition  as  of  October  22,  1913. 
Report  dated  October  29,  1913. 
Examiner:    J,  H.  Middleton, 

This  company  appears  to  have  been  organized  and  incorpo- 
rated in  1879.  Its  certificate  of  incorporation  sets  forth  its  in- 
tention to  transact  business  in  the  county  of  Cayuga,  and  no 
extension  beyond  such  territory  has  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi- 
cate of  authority  to  continue  business  as  a  co-operative  insurance 
corporation  transacting  business  on  the  assessment  plan,  in  the 
territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  October  22,  1913, 
were  as  follows: 
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Gash  in  office ' $63  16 

Gash  in  bank 113  74 

ABsessments  in  course  of  collection 500  00 

Premiiuns  in  hands  of  agents 700  00 

Total  assets $1,  376  90 

Liabilities 

Borrowed  money $1, 100  84 

Unpaid  losses  (not  due) 630  00 

Unpaid  losses  (contested)  600  00 

Tolal  liabilities 2,420  84 

Excess  of  liabilities  over  assets $1 ,  043  94 


Method  of  Business 

Policies  are  issued  by  the  secretary  usually  for  the  tenn  of 
three  years.  The  company  insures  farm  property  and  village 
dwellings.  All  property  is  assessed  at  the  same  rate,  no  classi- 
fication being  made. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect 
risks,  collect  assessments  and  assist  in  the  adjustment  of  losses. 
IV)r  taking  applications  the  director  receives  a  policy  fee  of 
$1.00.     Money  is  paid  out  by  cheque  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $7,000. 

The  accounts  of  the  company  are  audited  annually  by  a 
committee  of  policyholders  elected  for  that  purposu 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  sec- 
retary keeps  a  policy  raster,  minutes  of  the  meetings  of  the 
company  and  of  the  board  of  directors  and  all  applications.  In 
addition  I  would  recommend  that  he  keep  a  cash  book  in  which 
shall  be  entered,  at  the  time  the  transaction  takes  place,  all 
receipts  and  disbursements  of  the  company,  and  further  that  a 
record  of  the  proceedings  of  the  ezeeative  committee  be  kept 


Ass^smbents 

Assessments  are  usually  levied  azmually  in  the  faJOL  Th& 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained.  New  members  are  assessed  for  only  their 
pro  rata  share  of  losses  which  have  been  sustained.  Assessments 
are  pai^i  to  the  secretary  or  the*  directors.  No-  penalty  for  de- 
linquency in  payment  of  assessments  is  exacted  unless  suit  for 
collection  is  brought 

Insurance  in  Force 

On  December  31,  1912,  there  were  1900  policies  and  $3,620,- 
247  of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  survey  fee  of  $1.00,  and 
in  addition  a  percentage  of  10  cents  for  one  year,  and  16  2-3  cents 
for  two-  yearsj  20  cents  for  three  years  and  30  cents  for  five 
years. 

Bonds 

The  secretary-treasurer  has  given  a  bond  in  the  sum  of 
$4,000'  with  individuals  as  sureties. 


FJDELITY    CO-OPERATIVE    FIRE    INSURANCE 

COMPANY 

Alfred,  N.  Y* 

Examination  ari  organization  as  of  January  22,  1914. 
Report  dated  January  22,  1914. 
Examiner:   J,  H^  Middhion. 

A  declaration  has  been  submitted  to  the  Department  by  the 
required  number  of  persons,  which,  states  tbat  they  intend  to 
form  a  county  co-operative  fire  insurance  company  to  transact 
business  on  the  assessment  plan,  and  the  Attorney-General  has 
approved  such  declaration.  The  president  and  secretary  of  the 
above  named  company  have  submitted  the  statements  provided' 
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for  in  section  263  o£  the  Insurance  Law.  This  statement  recites 
that  applioatioiia  for  insurance  amounting  to  $207,900  havB  been 
made  in  good  faith  on  property  looa<)ed  in  the  county  of  Allegany. 
I  fasa^  examined  these  applioatLons  for  insurance  and  find  tiie 
it«meB,  ftddresses  «i&d  aiBonnts  of  insuranoe  applied  for  as  enumter- 
ated  in  the  above-mentioned  statement  are  coirect,  find  that  tbe 
amount  of  insurance  applied  for  is  sufficient  to  meet  the  require- 
ments of  sections  262  and  2*63  of  the  Insurance  Law. 


THE  HAMDEN  MUTUAL  INSUKANCE  COMPANY 

Hamden,  N.  Y. 

Examiamtiori  &ki  condition  us  of  October  2,  1913. 
Report  dated  October  6,  1913. 
Examiner:  J.  Bf.  ISiddlettm. 

This  company  appears  to  have  been  organized  on  July  1,  1873. 
Its  articles  of  association  set  forth  its  intention  to  transact  busi- 
ness in  the  town  of  Hamden  in  Delaware  county,  and  no  exten- 
sion beyond  such  territory  has  been  made.  On  December  27, 
1910,  the  Department  issued  to  it  a  certificate  of  authority  to 
continue  businega  as  an  assessment  co-operative  fire  insurance 
corporation  in  the  terriiiory  above  named. 

No  previous  examination  of  the  oompany  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  October  2,  19  IS, 
were  as  follows : 

Cash  in  office $68  26 

Gash  in  hands  of  Combs  Brothen 71  20 

Total  assets  $129  45 

tAahiliifeB 
Unpaid  lowes $471  00 

Total  liabilities $471  00 
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Assets 

The  only  assets  of  the  company  is  the  sum  of  $129.45  cash, 
$58.25  of  which  is  in  the  hands  of  the  secretary,  and  $71.20  in 
the  hands  of  Combs  Brothers,  a  mercantile  concern  which  acts  as 
banker  for  the  secretary,  receiving  assessments  and  paying  out! 
funds  on  his  order. 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  village  residences  and 
schools.  No  classification  is  made,  however,  all  property  being 
assessed  at  the  same  rate. 

The  company  has  nine  directors,  whose  duty  it  is  to  take  appli- 
cations, inspect  risks  and  assist  in  the  adjustment  of  losses.  For 
taking  applications  the  director  receives  50  cents  for  each  appli- 
cation taken. 

Losses  are  adjusted  by  a  committee  of  directors  appointed  for 
that  purpose.  Money  is  paid  out  in  cash  either  by  the  secretary 
or  by  Combs  Brothers  at  his  order. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $3,000. 

Becords 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem- 
bers and  of  the  board  of  directors,  and  all  applications.  In  addi- 
tion, I  would  recommend  that  he  keep  a  cash  book  in  which  shalf 
be  entered  all  items  of  receipts  and  disbursements,  together  with 
the  date  and  amount  of  such  disbursements  and  the  purposes  for 
which  the  disbursement  is  made. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained,  and  sometimes  a  small  amount  is  collected 
to  pay  future  losses  or  expenses.  New  members  are  assessed  for 
only  their  pro  rata  share  of  losses  which  are  incurred  during  their 
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period  of  membership.  Assessments  are  paid  to  the  secretary  and 
to  two  persons  appointed  by  him.  No  penalty  for  delinquency  in 
payment  of  assessments  is  imposed. 

Insurance  in  Force 

On  December  31,  1912,  there  were  288  policies  and  $607,88S 
of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  policy  fee  of  $1  only. 

Bonds 
No  officer  of  the  company  is  bonded. 


THE  HEBRON   CO-OPERATIVE   FIRE   INSURANCE 

COMPANY 

West  Hebron,  N.  Y. 

Examination  on  condition  as  of  June  16,  1914. 
Report  dated  June  19,  1914. 
Examiner:    J.  H,  MiddletoTu 

This  company  was  organized  and  incorporated  in  December, 
1910.  Its  certificate  of  incorporation  sets  forth  its  intention  to 
transact  business  in  the  town  of  Hebron  in  Washington  county, 
and  no  extension  beyond  such  territory  has  been  made.  The  com- 
pany was  organized  to  take  over  the  business  of  an  older  company, 
which  appears  to  have  been  organized  in  1877. 

On  December  27th,  1910,  the  Department  issued  to  it  a  certi- 
ficate of  authority  to  transact  business  as  an  assessment  co-opera- 
tive insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  June  16th,  1914, 
were  as  follows: 
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AaaeU 
Gash  in  ireaaurer's  irandB $27  20 

Total  assets $27  20 


lAahilities 

Unpaid  losses   .• $500  'OO 

Borrowed  money 230  OO 

Total  liabilities $730  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  only.  No  classification  of 
risks  is  made,  all  policyholders  paying  the  same  rate  of  assess- 
ment. 

It  is  the  duty  of  the  secretary  to  take  applications,  inspect 
risks,  collect  premiums  and  assessments  and  assist  in  the  adjust- 
ment of  losses.  For  taking  applications  the  secretary  receives 
$1.00  for  each  application  taken. 

Large  losses  are  usually  adjusted  by  the  board  of  directors. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $3,000. 

The  accounts  of  the  company  are  read  at  the  anniuil  meetii^. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors,  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  whicK 
have  been  sustained  and  it  is  estimated  also  to  create  a  small  sur- 
plus. Assessments  are  paid  to  the  secretary  and  treasurer.  New 
members  are  assessed  for  only  their  pro  rata  share  of  losses  whicK 
have  been  incurred  during  their  period  of  membership.  No  pen- 
alty for  delinquency  in  payment  of  assessments  is  exacted. 
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Insurance  in  Force 

Qu  December  31,  1913,  there  wa*e  350  poUciee  and  $655,920 
of  iiLsurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  policy  fee  of  $2.00. 

Bonds 
No  officers  of  the  company  have  given  bond. 


JACKSON  FIRE  INSURANCE  COMPANY 

Jackson,  N.  Y. 

Examinaiion  on  condition  as  of  June  16,  1914, 
Report  dated  June  26,  1914. 
Examiner:    J.  H.  Middleion^ 

This  company  appears  to  have  been  organized  in  November, 
1858.  Its  articles  of  association  set  forth  its  intention  to  transact 
business  in  the  town  of  Jackson  in  Washington  county,  and  no 
extension  beyond  snch  territory  has  been  mada 

On  December  37,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  assessment  co-operative  fire 
insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  June  16,  1914, 
were  as  follows : 

Assets 
Cash  in  treasury $168  12 


Total  assets *188  12 


LiabiUties 
None. 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  terms  of  five  years. 
The  company  insures  farm  property,  and  detached  village  dwel- 
lings. No  classification  of  risks  is  made,  all  policyholders  being 
assessed  at  the  same  rate. 

It  is  the  duty  of  the  secretary  to  take  applications,  inspect 
risks,  collect  premiums  and  assist  in  the  adjustment  of  losses. 
For  taking  applications  the  secretary  receives  $1.50  for  each  ap- 
plication taken. 

Large  losses  are  adjusted  by  the  board  of  directors,  but  the 
secretary  acts  on  small  losses. 

The  secretary  states  that  the  largest  amount  in  any  one  risk  is 
$4,000. 

The  accounts  of  the  company  are  read  at  the  annual  meeting. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  raster,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors,  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  it  is  estimated  also  to  create  a  small  sur- 
plus. Assessments  are  paid  to  the  president.  New  members  are 
assessed  for  only  their  pro  rata  share  of  losses  which  have  been 
incurred  during  their  period  of  membership.  No  penalty  for 
delinquency  in  payment  of  assessments  is  exacted. 

Insurance  in  Force 

On  December  31,  1913,  there  were  186  policies  and  $446,300 
of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  policy  fee  of  $2.00. 

Bonds 
No  officer  of  the  company  has  given  bond. 
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KORTKIGHT   MUTUAL   FIRE   INSURANCE 

ASSOCIATION 

KOBTEIOHT,  N.   Y. 

Excuminaiion  on  condition  as  of  June  23,  1914. 
Report  dated  July  1,  1914. 
Examiner:    J.  H.  Middleton, 

This  company  appears  to  have  been  organized  in  June,  1878. 
Its  articles  of  association  set  forth  its  intention  to  transact  busi- 
ness in  the  town  of  Kortright  in  Delaware  county,  and  no  ex- 
tension beyond  such  territory  has  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi- 
cate of  authority  to  continue  business  as  an  assessment  co-operative 
fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  June  23,  1914, 
were  as  follows : 

Aaseta  ' 

Cadi  in  bank $73  85 

Assessments  in  course  of  collection 681  57 

Total  assets $755  42 

LiahilitieB 
Unpaid  losses $3,568  00 

Total  liabilities $3, 5«8  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  schoolhouses,  churches  and 
village  dwellings.  No  classification  of  risks  is  made,  all  policy- 
holders paying  the  same  rate  of  assessment 

It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
collect  premiums  and  assist  in  the  adjustment  of  losses.  The 
directors  receive  nothing  for  their  service  in  taking  applications. 

Losses  are  usually  adjusted  by  a  committee  of  three  policy- 
holders. 
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Money  is  paid  out  by  the  treasurer  by  cheque. 

The  secretary  states  that  the  company  haa  interpreted  that 
provision  of  section  266  of  the  Insuranee  Law  limiting  the  amount 
which  an  assessment  company  may  assume  on  any  one  risk  to 
$7,000,  to  mean  that  a  policy  as  large  as  $7,000  could  be  issued 
on  any  one  building.  As  a  reeult  of  this  misundorstaading  the 
company  has  on  its  books  a  large  ntumber  of  risks  in  eseeas  of 
$7,000 ;  in  fact  the  company  recently  suffered  a  loss  of  $S,d30  in 
a  single  fire  on  a  policy  of  over  $15,000.  Under  the  circumstajaces 
I  would  recommend  that  the  board  of  directors  be  called  together 
immediately,  and  all  risks  of  the  company  be  reviewed,  and  in 
cases  where  there  is  more  than  $7,000  subj'ect  to  one  fire,  that  all 
insurance  in  excess  of  such  amount  be  immediately  cancelled. 

The  accounts  of  the  company  are  audited  annually  by  a  com- 
mittee of  policyholders. 

In  accordance  with  the  requirements  of  the  by4aw9,  th^  aeere* 
tarjr  keeps  a  policy  regist^,  minutes  of  the  meetings  o£  the  com- 
pany and  of  the  board  of  directors  and  all  applicatieois. 

Assessmenis 
Assessments  are  levied  only  when  necessary  to  pay  leasee.  The 
amouut  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained.  Assessments  are  paid  to  the  treasurer.  New 
members  are  assessed  for  only  their  pro  rata  share  of  losses  which 
have  been  incurred  during  their  period  of  membership.  No  pen* 
alty  for  delinquency  in  payment  of  assessments  is  exacted  unless 
suit  for  collection  is  brought. 

Insuremce  m  Force 

On  December  31,  1913,  there  were  294  policies  and  $975,226 
of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  percentage  of  five  cents  per 
$100  of  insurance,  and  in  addition  a  policy  fee  of  75  cesats. 

Bmds 
No  officer  of  the  company  is  bonded. 
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THE    MERCANTILE    CO-OPERATIVE    FIRE    INSURr 
ANCE    COMPANY    OF    GREENE    COUNTY 

Catskill,  N.  Y. 

Examination  cm  condition  as  of  September  26,  1913, 
Eeport  dated  October  28,  1913. 
Examiner:    J.  H,  Middleton, 

This  company  appears  to  have  been  organized  in  September, 
1903,  as  a  co-operative  fire  insurance  company.  Its  certificate  of 
incorporation  sets  forth  its  intention  to  transact  business  in  the 
county  of  Greene.  On  December  21,  1904,  its  territory  was  ex- 
tended to  include  also  the  counties  of  Albany,  Dutchess,  Orange 
and  Ulster. 

On  December  27,  1910^  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  an  advance  premium  co- 
operative fire  insurance  corporation  in  the  five  counties  named 
above. 

On  April  3,  1911,  the  company  filed  a  certificate  of  intention 
to  extend  its  business  into  all  counties  in  the  State  outside  of 
New  York  city. 

The  only  previous  examination  of  the  company  was  made  by  this 
Department  in  September,  1909. 

The  assets  and  liabilities  of  the  company  on  September  25, 
1913,  were  as  follows: 

Ledger  Assets 

Book  VAlue  «f  atock $260  00 

Cagh  in  office 149  00 

Cash  in  bank  not  on  interest 6  21 

GftA  in  bank  at  internal 72S  58 

Agents'  balances  ov«r  3  montfas  due. 903  72 

Agents'  balances  less  than  3  months  due 1,591  84 

Total  assets $3,624  15 

Non-Ledger  Assets 
Interest  due  and  accrued  on  cash  in  bank 21  10 


Gross  assets $3,  645  25 
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Deduct  Asaeia  Not  Admitted, 
Agents'  balance  over  3  months  due $903  72 


Total  admitted  assets $2,741  63 


LiabUitieg 

Unpaid  losses: 

Adjusted  but  not  due $656  86 

Unadjusted 13  33 

Resisted 375  00 

$946  19 

Unearned  premiums 5, 946  71 

Inspection,  adjustments,  rents,  etc. 98  34 

Total  liabilities $6, 990  24 


Method  of  BiLsiness 

Policies  are  issued  by  the  secretary,  usually  for  the  terms  of 
one  and  three  years.  The  company  insures  farm  property,  vil- 
lage dwellings  and  hotels,  and  mercantile  property.  The  com- 
pany's rates  are  estimated  to  be  twenty  per  cent  less  than  the 
special  board  ratings.  Business  is  transacted  usually  throu^ 
agents  who  are  compensated  for  their  service  by  a  percentage  of 
the  premiums  collected. 

Losses  are  sometimes  adjusted  by  the  secretary  although  the 
company  frequently  employs  other  adjusters.  Money  is  paid  oat 
by  cheque,  signed  by  the  president  and  one  director. 

The  secretary  states  that  the  average  risk  assumed  by  the  com- 
pany on  farm  property  amounts  to  $1,000,  and  on  mercantile 
property  from  $1,000  to  $1,500. 

The  accounts  of  the  company  are  audited  annually  by  an  ex- 
amining committee  which  makes  a  written  report  of  its  findings. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem- 
bers and  of  the  board  of  directors,  and  all  applications. 
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Conflagration  Hazard 

The  company  keeps  no  records  by  which  I  was  enabled  to  verify 
the  statement  that  one  of  the  application  limitations  of  section 
267  of  the  Insurance  Law  had  been  exceeded.  The  secretary 
states,  however,  that  he  has  a  sufficient  knowledge  of  the  location 
and  amount  of  the  company's  business,  that  he  can  state  of  his 
own  knowledge  that  none  of  these  limitations  have  been  exceeded 
in  the  village  of  Catskill  and  that  to  the  best  of  his  knowledge 
and  belief  have  not  been  exceeded  in  any  other  city  or  village. 

Expense  of  Management 
In  1912  the  ratio  of  expense  of  management  to  premium  income, 
after  deducting  from  such  expense  of  management  any  expenses  in- 
curred in  the  inspection  of  risks  and  the  adjustment  of  losses  and 
legal  expenses  connected  therewith,  was  34.8  per  cent 

Insurance  in  Force 
On  December  31,  1912,  there  were  1741  policies  and  $1,288,462 
of  insurance  in  force. 

Bonds 
The  secretary-treasurer  of  the  company  has  given  a  bond  in  the 
sum  of  $5,000  with  individuals  as  sureties. 


MIDDLETOWIT    AND    ROXBUKY    FIRE    INSUIUNCE 

COMPANY 

ROXBUBY,  N.  Y. 

Examination  on  condition  as  of  Jime  23,  1914. 
Report  dated  July  1,  1914. 
Examiner:  J.  H.  Middleton, 

This  company  appears  to  have  been  organized  and  incor- 
porated in  March,  1903.  Its  certificate  of  incorporation  sets 
forth  its  intention  to  transact  business  in  the  towns  of  Middle- 
town,  Roxbury  and  Andes  in  Delaware  County,  and  no  exten- 
sion beyond  such  territory  has  been  made. 
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On  December  27,  1910,  tho  Department  issued  to  it  a  certifi- 
cate of  authority  to  continue  boainess  as  an  assessment  co- 
operative fire  insurance  corporation  in  the  territory  named 
above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department 

The  assets  and  liabilities  of  the  company  on  June  3S,  1914, 
were  as  follows: 

Assets 

Cash  in  bank $28  35 

AssessmentB  in  course  of  eolkctloii 370  90 

Total  assets $399  25 

JjidbiUties 

Unpaid  losses $492  25 

Borrowed  money  ! • 3, 038  50 

Due  officers  and  directory  (estimated) 300  00 

Total  liabilities $3, 830  75 


Meikod  of  Business 

Policies  are  issued  by  the  secretary  usually  for  the  term  of 
three  years.  The  company  insures  farm  property,  school- 
houses  and  village  dwellings.  No  classification  of  risks  is  made, 
all  policyholders  being  assessed  at  the  same  rate. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect 
risks,  collect  premiums  and  assist  in  the  adjustment  of  losses. 
For  taking  applications  the  directors  receive  $2.00  per  day  for 
time  spent. 

Large  losses  are  usually  adjusted  by  the  board  of  directors. 

JMoney  is  paid  out  by  the  secretary  by  cheque. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $7,000.00. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  sec- 
retary keeps  a  policy  register,  minutes  of  the  meetings  of  the 
company  and  of  the  board  of  directors,   and  all  applications. 
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Assessments 

Assessments  are  levied  annually  if  necessary.  The  amount 
of  the  assessment  is  based  on  the  amoimt  of  losses  which  have 
been  sustained  and  it  is  estimated  also  to  create  a  small  surplus. 
Assessments  are  paid  to  a  collector  elected  for  that  purpose. 
New  members  are  assessed  at  the  same  rate  as  old  members.  If 
assessments  are  not  paid  in  thirty  days  the  company  charges 
5  per  cent  extra. 

Insurance  in  Force 

On  December  31,  1913,  there  were  858  policies  and  $2,093,- 
983  of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  percentage  of  $1  on  the 
first  $1,000  of  insurance,  and  10  cents  on  each  additional  $100. 

Bonds 

The  treasurer  and  collector  each  give  bond  in  the  sum  of 
$5,000  with  two  individuals  as  sureties. 


THE  MUTUAL  CHEESE  FACTORY  AND   CREAMERY 

INSURAJtfCE   COMPANY   OF  ST.   LAWRENCE 

AND  JEFFERSON  COUNTIES,  NEW  YORK 

Canton,  N.  Y. 

Examination  on  condition  as  of  April  25,  1914. 
Report  dated  April  30,  1914. 
Examiner:  J.  H.  Middleton. 

This  company  was  organized  in  April,  1895,  as  a  co-operative 
fire  insurance  corporation.  Its  territory  was  originally  limited 
to  the  counties  of  St.  Lawrence  and  Jefferson.  On  May  1,  1911, 
its  territory  was  extended  into  fifty-three  additional  counties. 

20 


610  Rbpobts  on  Official  Examination 

On  December  27,  1910,  the  department  issued  a  certificate 
authorizing  the  company  to  continue  business  as  an  advance  pre- 
mium co-operative  fire  insurance  corporation.  The  company  was 
previously  examined  on  August  17,  1911. 

The  assets  and  liabilities  of  the  company  on  April  25,  1914, 
were  as  follows: 

Ledger  Aaaeta 

Gash  in  bank  not  at  interest $9,07C  26 

Cash  in  bank  at  interest 2,600  00 

Manager's  salary  overpaid 118  00 

Due  from  policyholders  on  policies  written  after  January  27, 

1914  4,248  52 

Due  from  policyholders  on  policies  written  before  January  27, 

1914    1 ,  718  26 

Total  ledger  assets $17,663  04 

'Non-Ledger  Assets 
Accrued  interest  on  cash  in  bank 63  62 

Gross  assets $17,726  66 

Deduct  Assets  Not  Admitted 

Due  from  policyholders  on  policies  written  before  January  27, 

1914    1,718  26 

Net  assets    $16,008  40 

Liabilities 

Unpaid  losses  (not  due) $3,000  00 

Unearned  premium  reserve. 8,039  53 

Total  liabilities 11,039  63 

Excess  of  assets  over  liabilities $4,968  87 


Method  of  Business 

Policies  are  issued  by  the  company  on  creameries,  cheese? 
factories,  schools,  churches,  mercantile  risks,  farms  and  dwell- 
ings. It  is  the  custom  to  collect  in  advance  a  premium  which 
is  estimated  to  be  at  least  enough  to  pay  all  expenses  of  the 
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insuranoe  for  the  full  tenu  of  the  policy.  About  every  six 
weeks,  or  oftener,  if  losses  are  unusually  large,  the  company 
makes  what  is  called  an  '^  assessment "  which  means  that  each 
policyholder's  account  is  charged  with  his  proportionate  share 
of  the  losses  and  expenses  of  the  company  which  have  accrued 
to  the  date  of  such  ^^  assessment."  At  the  expiration  of  the  policy 
or  at  its  cancellation,  the  company  repays  the  policyholder, 
either  in  cash  or  by  a  premium  credit,  the  difference  between 
the  sum  originally  paid  for  the  insurance  and  the  ^'  assessments  " 
charged  against  his  account.  In  case  the  total  amount  of  the 
^^  assessments  "  exceeds  the  original  premiimi,  the  excess  is  col- 
lected from  the  policyholder,  usually  at  the  time  of  collecting 
his  renewal  premium. 

Losses  are  usually  adjusted  by  directors  especially  appointed 
to  perform  such  services.  Occasionally,  however,  the  officers  of 
the  company  make  adjustments.  It  is  the  custom  of  the  com- 
pany to  pay  losses  at  the  end  of  sixty  days,  unless  the  policy- 
holder agrees  to  accept  cash  with  a  two  per  cent  discount,  which 
is  frequently  done. 

The  affairs  of  the  company  are  largely  xinder  the  direction  of 
the  manager,  who  passes  on  all  risks. 

Becords 

In  accordance  with  the  requirements  of  the  by-laws  the  man- 
ager keeps  a  policy  register.  The  minutes  of  the  annual  meeting 
of  the  members  and  of  the  board  of  directors  have  not  been  disr 
tinguished.  I  would  recommend  that  the  manager  be  instructed 
to  keep  separate  records  of  the  meetings  of  the  members  and  of 
the  board  of  director& 

The  accounts  of  the  company  are  audited  annually  by  a  com- 
mittee appointed  for  that  purpose.  I  would  recommend  that  a 
written  report  of  the  findings  of  this  committee  be  entered  in 
the  permanent  records  of  the  company. 

Special  Aecovmi 

The  company  carries  in  its  ledger  a  special  account  which 
does  not  pass  through  its  annual  statement     In  this  account  is 
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kept  bad  accounts  and  as  an  offset  the  company  keeps  discounts 
earned  by  cash  payment  of  losses,  interest  on  cash  in  bank  and 
other  income  except  direct  payments  by  policyholders.  This 
account  now  shows  a  balance  of  $277.63  on  hand.  I  would 
recommend  that  the  secretary  be  directed  in  future  to  report  all 
items  making  up  this  account  in  his  annual  statement. 

Conflagration  Hazard 

The  company  keeps  no  record  with  reference  to  the  amount 
of  insurance  in  force  in  cities  and  villages  other  than  the  policy 
register.  Until  recently  the  business  of  the  company  has  been 
on  single  widely  separated  risks.  The  manager  states,  however, 
that  he  has  kept  close  watch  of  the  new  insurance,  and  knows 
of  his  own  knowledge  that  none  of  the  conflagration  limitations 
of  section  267  of  the  Insurance  Law  have  been  exceeded. 

Inspections 

The  company  employs  an  inspector  who  devotes  his  entire 
time  to  inspecting  the  property  insured.  An  attempt  is  made 
to  inspect  all  property  insured  once  a  year.  The  expenses  of 
this  inspection  were  $2,508.76  in  the  year  1912  and  $2,891.80 
in  the  year  1913.  In  cases  in  which  the  inspector  finds  con- 
ditions which  should  be  remedied,  he  notifies  the  owner  of  the 
premises  and  notifies  the  company  of  the  necessary  improve- 
ments and  an  endeavor  is  made  to  induce  the  policyholder  to 
comply  with  the  inspector's  directions.  The  management  be- 
lieves that  its  policy  of  frequent  inspection  has  resulted  in  a 
considerable  lessening  of  the  fire  hazard. 

Bonds 

The  manager  states  that  he  has  given  a  bond  with  personal 
surety  in  the  sum  of  $10,000,  but  that  at  present  such  bond  has 
been  mislaid  and  the  officers  of  the  company  are  unable  to 
locate  it 
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ONEIDA    COUNTY    GRANGE    CO-OPERATIVE    FIRE 

INSURANCE  COMPANY 

Floyd,  N.  Y. 

Examinaium  on  organization  as  of  June  26,  1914. 
Report  dated  January  26,  1914. 
Examiner:  J.  H.  Middleton. 

A  declaration  has  been  submitted  to  the  Department  by  the 
required  number  of  persons,  which  states  that  they  intend  to 
form  a  county  co-operative  fire  insurance  company  to  conduct 
business  on  the  assessment  plan,  and  the  Attorney-General  has 
approved  such  declaration.  The  president  and  secretary  of  the 
abovo-named  company  have  submitted  the  statement  provided 
for  in  section  263  of  the  Insurance  Law.  This  statement  re- 
cites that  applications  for  insurance  amounting  to  $204,276  have 
been  made,  in  good  faith,  on  property  located  in  the  county  of 
Oneida. 

I  have  examined  these  applications  for  insurance  and  find 
that  the  names,  addresses  and  amounts  of  insurance  applied  for 
as  enumerated  in  the  above-mentioned  statement  are  correct, 
and  that  the  amount  of  insurance  applied  for  is  sufficient  te  meet 
the  requirements  of  sections  262  and  263  of  the  Insurance  Law. 


OTSEGO    COUNTY    PATRONS    CO-OPERATIVE    FIRE 

RELIEF  ASSOCIATION 

Elk  Cbebk,  N.  Y. 

Examination  on  organization  as  of  November  8,  1913. 
Report  dated  November  8,  1913.  .    ■  •  - 

Examiner:    J,  H,  Middleton, 

A  declaration  has  been  submitted  te  the  Department  by  the 
required  number  of  persons,  which  states  that  they  intend  to  form 
a  co-operative  fire  insurance  company,  to  conduct  business  on 
the  assessment  plan,  and  the  Attorney-General  has  approved  such 
declaration. 


614  Reports  on  Official  Examination 

The  president  and  secretary  of  the  above  named  company  have 
submitted  the  statement  provided  for  in  section  263  of  the  Insur- 
ance Law.  This  statement  recites  that  applications  for  insurance^ 
amounting  to  $297,290,  have  been  made  in  good  faith  on  property 
located  in  the  county  of  Otsego,  and  applications  for  insurance, 
amounting  to  $59,000,  have  been  made  in  good  faith  on  property 
situated  in  the  counties  of  Schoharie,  Greene  and  Delaware. 

I  have  examined  these  applications  for  insurance  and  find  that 
the  names,  addresses  and  amounts  of  insurance  applied  for,  as 
enumerated  in  the  above  mentioned  statement,  are  correct  and  the 
amount  of  insurance  applied  for  is  sufficient  to  meet  the  require- 
ments of  sections  262  and  263  of  the  Insurance  Law. 


THE     PATRONS     OF    HUSBANDEY     CO-OPERATIVE 

FIRE   RELIEF  ASSOCIATION   OF   THE   COUNTY 

OF    HERKIMER,    STATE    OF    NEW    YORK 

Hebkimeb,  N.  Y. 

Examination  on  condition  as  of  November  13,  1913. 
Report  dated  November  18,  1913. 
Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  and  incorporated 
in  August,  1889.  Its  certificate  of  incorporation  sets  forth  its 
intention  to  transact  business  in  the  county  of  Herkimer,  and  on 
March  2,  1895,  its  territory  was  extended  to  include  the  town  of 
Richfield  in  Otsego  county. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  a  co-operative  fire  insurance 
corporation  on  the  assessment  plan  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  November  13, 
1913,  were  as  follows: 
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A99et9 

Cash  in  office $27  53 

Gash  in  bank  ($9,397.30)  less  orders  drawn  on 
treasurer  ($2,173.79)   7, 223  61 

Total  assets  $7, 251  04 

LiabUitiea 

Unpaid  losses  (including  $150  resisted) $162  00 

Due  officers 690  62 

Total  Habilities 762  62 


Excess  of  assets  over  liabilities $6, 498  42 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  and  village  dwellings  which 
are  detached  at  least  fifty  feet  from  other  property.  Property  is 
divided  into  four  classes  according  to  the  director's  judgment  of 
its  relative  hazard.  All  classes  are  assessed  at  the  same  rate,  but 
a  difference  is  made  in  the  amount  charged  in  advance. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect 
risks,  collect  premiums  and  assessments  and  assist  in  the  adjusts 
ment  of  losses.  For  taking  applications  the  directors  receive  $1.00 
for  each  application  taken. 

Losses  under  $100  are  adjusted  by  the  local  director,  and  over 
$100  by  the  adjusting  director,  the  local  director  and  the  next 
nearest  director. 

Money  is  paid  out  by  the  treasurer  by  check  on  the  order  of  the 
president  and  secretary.  Contrary  to  the  usual  practice,  however, 
the  order  is  sent  to  the  payee  for  endorsement  instead  of  the 
treasurer. 

The  secretary  states  that  the  latest  amount  insured  in  any  on^ 
risk  is  $7,000. 

The  accounts  of  the  company  are  audited  by  the  finance  com- 
mittee. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors  and  executive  committee,  and 
all  applications 
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Assessments 

Assessments  are  usually  levied  annually  in  August  or  Septem- 
ber. The  amount  of  the  assessment  is  based  on  the  estimated 
amount  of  losses  and  expenses  for  the  coming  year.  Assessments 
are  usually  paid  to  the  secretary,  but  sometimes  are  paid  to 
directors.  New"  members  are  assessed  at  the  same  rate  as  old 
members,  but  in  case  of  withdrawal  a  rebate  is  paid.  No  penalty 
for  delinquency  in  payment  of  assessments  is  exacted  unless  suit 
for  collection  is  brought. 

Insurance  in  Force 

On  December  31,  1912,  there  were  1,500  policies  and  $4,455,- 
556  of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  percentage  of  1/7  of  one 
per  cent  of  the  amount  insured  on  property  in  the  first  class,  1/6 
of  one  per  cent,  in  the  second  class,  1/5  of  one  per  cent,  in  the 
third  class,  and  1/2  of  one  per  cent  in  the  fourth  class,  and  in 
addition  a  survey  fee  of  $1.00. 

Bonds 

The  treasurer  has  given  a  surety  bond  in  the  sum  of  $5,000, 
and  the  secretary  a  bond  of  $3,000  with  individuals  as  sureties. 


SALEM  MUTUAL  TOWN  FIRE  INSURANCE  COMPANY 

Sai,bm,  N.  Y. 

Examination  on  condition  as  of  June  16,  1914. 
Report  dated  June  19,  1914. 
Examiner:    J.  H.  Middleton, 

This  company  appears  to  have  been  organized  and  incorporated 
in  February,  1889.  Its  certificate  of  incorporation  sets  forth  its 
intention  to  transact  business  in  the  town  of  Salem  in  Washington 
county,  and  no  extension  beyond  such  territory  has  been  made. 
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On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  assessment  co-operative 
fire  insurance  corporation  in  the  territory  named  abova 

No  previous  examination  of  the  company  has  been  made  by 
this  Department 

The  assets  and  liabilities  of  the  company  on  June  16,  1914, 

were  as  follows: 

Assets 

Cash  in  bank $79  63 

Due  from  policyholders 9  00 

Total  assets $8S  63 

Liabilities 
None. 

Method  of  Busi/ness 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  and  detached  village  dwel- 
lings. No  classification  of  risks  is  made,  all  policyholders  being 
assessed  at  the  same  rate. 

It  is  the  duty  of  the  secretary  to  take  applications,  inspect 
risks,  collect  premiums  and  assist  in  the  adjustment  of  losses. 
For  taking  applications  the  secretary  receives  $1.00  for  each  ap- 
plication taken. 

Large  losses  are  adjusted  by  the  board  of  directors. 

Money  is  paid  out  by  the  treasurer  by  cheque. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $7,000. 

The  accounts  of  the  company  are  read  at  the  annual  meetings. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  com- 
pany and  of  the  board  of  directors,  and  all  applications. 

Assessmeyds 

Assessment  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  it  is  estimated  also  to  create  a  small  sur- 
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plus.  New  members  are  assessed  for  only  their  pro  rata  share  of 
losses  which  have  been  incurred  during  their  period  of  member- 
ship. 1^0  penalty  for  delinquency  in  payment  of  assessments  is 
exacted. 

Insurance  in  Force 

On  December  31,  1913,  there  were  244  policies  and  $565,575 
of  insurance  in  force. 

Advance  Payment 
The  company  charges  in  advance  a  policy  fee  of  $2.00. 

Bonds 
No  officer  of  the  company  has  given  bond. 


THE     SECURITY     MUTUAL     FIRE     INSURANCE 
COMPANY   OF   DELAWARE    COUNTY,    N.    Y. 

Delhi,  N.  Y. 

.  Examination  on  condition  as  of  October  1,  1913. 
Report  dated  November  17,  1913. 
Examiner:    J.  H.  Middleton. 

This  company  appears  to  have  been  organized  and  incorporated 
in  December,  1897.  Its  certificate  of  incorporation  sets  forth  its 
intention  to  transact  business  in  the  county  of  Delaware.  On 
January  25,  1898,  its  territory  was  extended  to  include  the  coun- 
ties of  Broome,  Chenango,  Madison  and  Oneida,  On  July  8, 
1904,  its  territory  was  further  extended  to  include  the  counties 
of  Sullivan  and  Orange,  and  on  April  8,  1905,  into  the  county  of 
Westchester. 

On  December  27,  1910,  the  Department  issued  a  certificate 
authorizing  the  company  to  continue  business  as  a  co-operative 
fire  insurance  corporation,  on  the  advance  premium  plan  in  the 
eight  counties  named  above. 
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On  March  4^  19 11,  the  company  filed  a  certificate  in  the  Depart^ 
ment  setting  forth  its  intention  to  transact  business  in  every  county 
of  the  State  outside  those  counties  embraced  in  the  city  of  New 
York. 

The  only  previous  examination  of  the  company  was  made  by  this 
Department  in  November,  1909. 

The  assets  and  liabilities  of  the  company  on  October  1,  1913, 
were  as  follows: 

Ledger  AssetM 

Mortg^e  loans  $16, 850  00 

Book  value  of  bonds 2, 000  00 

Cash  in  bank  on  interest 10, 198  67 

Agents'  balances  less  than  3  months  due 3,  S23  11 

Agents'  balances  over  3  months  due 1, 083  97 

Total  ledger  assets $33, 966  66 

Jfan-Ledger  AsaetM 

Interest  due  and  accrued  on: 

Bonds   $129  50 

Mortgages  490  12 

ffl9  62 

Gross  assets $34, 676  27 

Deduct  Aaaeta  Not  Admitted 

Agents'  balances  over  3  months  due $1, 083  97 

Book  value  of  bonds  over  market  value 26  00 

Total    $1, 108  97 

Total  admitted  assets $33, 466  30 

Liabilities 

Unpaid  losses,  unadjusted   (estimated) $1, 200  00 

Unearned  premiums 15, 332  09 

Officers'  salaries  due .376  00 

Total  liabilities $16, 907  09 

Assets 

The  principal  asset  of  the  company  is  the  sum  of  $16,850,  which 
has  been  loaned  on  bond  and  mortgage.  Annexed  hereto  and 
marked  Schedule  A  is  a  list  showing  names  of  mortgagors,  amount 
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of  principal  unpaid  and  company's  valuation  of  propeorty  mort- 
gaged. As  evidence  of  the  title  to  the  property  the  company  has 
filed  a  statement  signed  by  its  attorney  to  the  effect  that  he  has 
examined  the  title  records  of  ten  of  the  thirteen  parcels  of  real 
estate  on  which  money  has  been  loaned  and  that  the  title  in  each 
case  is  well  vested  in  the  mortgagor.  On  the  three  remaining 
parcels  the  company  has  in  two  cases  abstracts  of  title  on  file,  but 
in  the  third  case  has  no  such  abstract  of  titla 

In  lieu  of  an  appraisal  of  the  value  of  property  mortgaged^  the 
company  has  filed  an  affidavit  signed  by  the  president  and  the 
secretary  in  which  is  set  forth  that  the  above  named  officers  are 
familiar  with  each  parcel  of  real  estate  mortgaged  and  knew  the 
value  of  such  property.  In  every  case  the  values  of  real  estate  set 
forth  in  such  affidavit  are  more  than  50  per  cent  more  than  the 
amount  loaned  thereon. 

Other  assets  of  the  company  include  bonds,  the  par  value  of 
which  is  $2,000.  These  bonds  are  the  school  bonds  of  the  second 
district  of  the  town  of  Andes.  Those  expiring  in  1917  and  1918 
have  been  valued  at  98;  those  in  1915  at  99;  those  in  1913  and 
1914  at  par. 

There  is  deposited  in  bank  to  the  credit  of  the  company  the  sum 
of  $10,198.57.    This  sum  is  protected  by  a  bond  of  $25,000. 

There  are  due  from  agents  the  sum  of  $4,907.08.  Of  this  sum 
$1,083.97  was  represented  by  policies  written  more  than  three 
months  prior  to  the  date  of  examination,  and  has,  therefore,  been 
deducted  as  an  asset  not  admitted. 

Records 

In  accordance  with  the  requirements  of  the  by-laws  the  secretary 
keeps  a  policy  register,  minutes  of  the  meetings  of  the  members 
and  of  the  board  of  directors  and  executive  committee,  and  all 
applications.  The  accounts  of  the  company  are  audited  annually 
by  a  committee  of  three  directors  who  make  a  written  report 
thereon. 

Conflagration  Hazards 

The  company  had  no  records  from  which  I  could  verify  its 
statement  that  the  conflagration  limitations  of  section  267  of  the 
Insurance  Law  had  not  been  exceeded.  The  secretary  stated,  how- 
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ever,  that  he  was  familiar  with  the  risks  written,  and  that  he  knew 
of  his  own  knowledge  that  none  of  such  limitations  had  been 
exceeded. 

Expense  of  Mcmagem&nJt 

In  1912  the  percentage  of  expense  of  management  to  premium 
income  after  deducting  from  such  expense  any  expenses  incurred 
in  the  inspection  of  risks  and  the  adjustment  of  losses  and  legal 
expenses  connected  therewith,  was  34.97. 

Bonds 

The  secretary  and  treasurer  have  each  given  a  bond  in  the  sum 
of  $5,000  with  individuals  as  sureties. 


STAMPORD    INSURANCE    COMPANY 

Stamford,  N.  Y. 

Examinobtion  on  condition  as  of  June  23,  1914. 
Report  dated  June  29,  1914. 
Examiner:    J.  H.  Middleton. 

This  company  appears  to  have  been  organized  and  incorpo- 
rated in  February,  1860.  Its  certificate  of  incorporation  sets 
forth  its  intention  to  transact  business  in  the  towns  of  Harpers- 
field  and  Stamford  in  Delaware  county,  and  no  extension  beyond 
such  territoiy  has  been  made. 

On  December  19,  1911,  the  Department  issued  to  it  a  cer- 
tificate of  authority  to  continue  business  as  an  assessment  co- 
operative fire  insurance  corporation  in  the  territory  named 
above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  June  23,  1914, 

were  as  follows: 

Assets 

Cash  in  office $13  80 

Cash  in  bank 1, 288  60 

Assessments  in  course  of  collection 282  04 

Total    $1, 5S4  44 


i* 
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LiaibUUiet 

Unpaid  losses  (not  due) $750  00 

Unpaid  losses  (disputed) 1, 500  00 

Due  officers  and  directors  (estimated) 110  00 

Borrowed  money  and  interest  thereon 1, 190  25 

Total   liabilities $3, 560  25 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  and  village  dwellings.  No 
classification  of  risks  is  made,  all  policyholders  being  assessed  at 
the  same  rate. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect 
risks,  collect  premiums  and  assist  in  the  adjustment  of  losses. 
For  taking  applications  the  directors  receive  $.75  for  each  appli- 
cation taken. 

Money  is  paid  out  by  the  treasurer  by  chequa 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  about  $5,000.  In  its  by-laws,  however,  the  company  denies 
liability  for  any  greater  sum  than  $2,500  in  a  single  fire. 

The  accounts  of  the  company  are  read  at  the  annual  meetings. 

Records. 

In  accordance  with  the  requirements  of  the  by-laws,  the  sec- 
retary keeps  a  policy  register,  minutes  of  the  meetings  of  the 
company  and  of  the  board  of  directors,  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses. 
The  amoimt  of  the  SBsessment  is  based  on  the  amoimt  of  losses 
which  have  been  sustained.  Assessments  are  paid  to  the  treas- 
urer. New  members  are  assessed  for  only  their  pro  rata  share 
of  losses  which  have  been  incurred  during  their  period  of  mem- 
bership. No  penalty  for  delinquency  in  payment  of  assessments 
is  exacted. 

Insurcunce  in  Force 

On  December  31,  1913,  there  were  408  policies  and  $810,075 
of  insurance  in  force. 
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Advance  PaymerU 

The  company  charges  in  advance  a  percentage  of  $1.50  on  the 
first  $500  of  insurance,  and  5  cents  for  each  additional  hundred 
dollars. 

Bonds 

The  secretary  states  that  the  treasurer  has  given  a  bond  in 
the  sum  of  $2,500  with  individuals  as  sureties. 


STERLING  FIEE  INSURANCE  COMPANY 

CoBIiESKIXL,  N.  Y. 

Eocamination  on  condition  as  of  October  27, 1913. 
Report  dated  November  11, 1913. 
Examiiner:   J.  H.  Middleton. 

This  company  appears  to.  have  been  organized  and  incorpo- 
rated in  October,  1895,  under  the  name  of  "Schoharie  and 
Otsego  Mutual  Fire  Insurance  Company."  Its  certificate  of  in- 
corporation sets  forth  its  intention  to  transact  -business  in  the 
counties  of  Schoharie  and  Otsego.  On  May  20,  1904,  its  terri- 
tory was  extended  into  the  counties  of  Saratoga  and  Washington, 
and  on  January  31,  1906,  its  territory  was  further  extended  to 
include  the  counties  of  Montgomery,  Chenango  and  Broome. 

On  June  25,  1910,  the  name  of  the  company  was  changed  to 
its  present  title. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi- 
cate authorizing  it  to  continue  business  as  a  co-operative  fire  insur- 
ance corporation,  on  the  advance  premium  plan,  in  the  seven 
counties  named  above.  On  January  9,  1911,  the  corporation 
filed  a  certificate  setting  forth  its  intention  to  transact  business 
in  all  the  counties  of  the  State  outside  of  those  embraced  in  the 
city  of  New  York. 

The  only  previous  examination  of  the  company  was  made  by  an 
examiner  of  this  department  on  October  27,  1909. 

The  assets  and  liabilities  of  the  company  on  November  1,  1913, 
were  as  follows : 
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Ledger  Assets 

Cash  in  bank  on  interest $18, 500  00 

Cash  in  bank  not  on  interest 3, 207  98 

Agents'  balances  less  than  3  months  due 3,997  86 

Agents'  balances  over  3  months  due 2,  740  10 

Total $28, 445  94 

Non-Ledger  Assets 
Interest  due  and  accrued  on  cash  in  bank 753  67 


Gross  assets $29, 199  61 

Deduct  Assets  Not  Admitted 

Agents'  balances  over  3  months  due 2, 740  10 

Total  admitted  assets $26, 459  51 

Liabilities 

Unpaid  losses    (unadjusted) $1, 599  89 

Unearned  premiums    .'. ; 17, 602  68 

Accrued  salaries  of  president  and  treasurer 166  66 

Total  liabilities    $19,369  23 


Assets 

The  principal  asset  of  the  company  is  the  sum  of  $21,707.98 
cash  in  bank.     Of  this  sum  $3,207.98  does  not  draw  interest 

The  money  is  deposited  in  four  banks,  but  the  sum  of  $14,- 
207.98  is  deposited  in  bank  at  Cobleskill  where  the  principal 
office  of  the  company  is  located.  The  other  assets  of  the  company 
include  $6,737.96  due  from  agents,  of  which  $2,740.10  is  more 
than  three  months  due,  and  accrued  interest  amounting  to 
$753.67. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  sec- 
retary keeps  a  policy  register  and  a  record  of  the  proceedings  of 
the  meetings  of  the  members  and  the  Board  of  Directors  and 
Executive  Committee,  and  all  applications. 

Expense  of  Management 

In  1912  the  ratio  of  expense  of  management  to  premium  in- 
come, after  deducting  from  such  expense  any  expenses  incurred 
in  the  inspection  of  risks  and  the  adjustment  of  losses  and  legal 
expenses  connected  therewith,  was  34.7  per  cent. 
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Confiagraiion  Hazard 

The  company  has  Sanborn  maps  on  which  a  record  is  kept 
of  the  amount  of  insurance  in  force^  by  localities,  in  those  cities 
and  villages  in  which  the  company  has  large  agencies,  and  the 
secretary  is  enabled  to  readily  ascertain  the  amount  the  company 
has  at  risk  in  any  block  or  square. 

Bonds 

The  treasurer  has  given  a  bond  in  the  sum  of  $10,000  with  indi- 
viduals as  sureties. 

Secretary's  Agency 

The  secretary  conducts  an  agency  and  receives  commissions 
on  business  placed  by  such  agency.  All  such  risks,  however, 
are  passed  on  by  the  company's  bookkeeper  who  is  empowered  so 
to  act  by  the  board  of  directors. 


TOMPKINS  COUNTY  CO-OPERATIVE  FIRE 
INSURANCE  COMPANY 

Ithaca,  N.  Y. 

ExamiruUion  on  condition  as  of  December  1,  1913. 
Report  dated  March  27,  1914. 
Examiner:   J,  H.  Middleton. 

This  examination  was  made  at  the  request  of  the  officers  of 
the  company,  such  request  being  made  for  the  reason  that  the 
financial  condition  of  the  company  was  such  that  it  was  deemed 
necessary  to  levy  an  assessment  sufficient  to  make  good  a  defi- 
ciency which  existed  through  the  company's  failure  to  possess  the 
unearned  premium  liability  provided  for  by  section  267  of  the 
Insurance  Law.  On  account  of  the  fact  that  the  examination 
was  not  made  at  the  initiative  of  the  Department  the  only  books 
of  the  company  examined  were  the  ledger  and  unearned  premium 
account,  and  these  were  only  examined  briefly. 
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The  assets  and  liabilities  of  the  company  on  December  1,  1913, 
were  as  follows : 

Ledger  Assets 

Book  value  of  bonds $27,  7<J0  00 

Cash  in  oflBce 69  81 

Gaah  in  bank 5, 323  13 

Agents'  balances  less  than  3  months  due 18, 876  04 

Agents'  balances  over  3  months  due 10, 930  48 

Total  ledger  assets $62, 889  46 

Non-Ledger  Assets 

Interest  accrued  on  bonds 418  16 

Gross  assets $63, 307  62 

Deduct  Assets  Not  Admitted 

Agents'  balances  over  3  months  due $10, 930  48 

Book  value  of  bonds  over  market  value 300  00 

11, 230  48 

Total  admitted  assets $52, 077  14 

LiabiUtiea 

•Unpaid  losses   $26, 173  00 

Unearned  premiums    133, 717  06 

Unpaid  bills 633  33 

Total  liabmties $159,423  39 

Excess  of  liabilities  over  assets $107, 146  25 


THE    WALTON    CO-OPERATIVE    FIRE    INSURANCE 

COMPANY 

.    Walton,  N.  Y. 

Examinati/m  on  condition  as  of  Octoher  2,  1913. 
Report  dated  Octoher  16,  1913. 
Exarmner:   J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  October, 
1888,  as  a  town  cooperative  fire  insurance  corporation.  Its 
certificate  of  incorporation  sets  forth  its  intention  to  transact 
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Business  in  the  to^n  of  Walton,  county  of  Delaware,  and  no  ex- 
tension beyond  such  territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  cer- 
tificate authorizing  it  to  continue  business  as  a  town  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  October  2,  1918, 
were  as  follows: 

A89et8 

Cash  in  bank $285  39 

Total    assets : $2S9  89 


LiahiUtiea 

Rent  accrued   $18  00 

Officers'  salaries  accrued 99  75 

Totol  liabUities $111  76 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  school  houses,  dwellings 
and  creameries.  Risks  are  divided  into  two  classes.  The  first 
class,  which  includes  dwellings  and  contents,  is  assessed  a  flat 
rate,  and  the  second  class,  which  includes  barns  and  contents  and 
live  stock,  is  assessed  one  and  one-third  times  the  first  class. 

Applications  are  taken  by  the  directors. 

Losses  are  adjusted  by  the  president,  the  secretary  and  one 
director. 

All  bills  are  audited  by  the  board  of  directors  and  paid  by 
check  by  the  secretary. 

The  largest  amoimt  insured  in  any  one  risk,  the  secretary 
states,  is  $5,000. 

The  accounts  of  the.  company  are  audited  annually  by  the 
board  of  directors. 
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Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre- 
tary keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem- 
bers and  the  board  of  directors,  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses. 
The  amount  of  the  assessment  is  based  on  the  amount  of  losses 
which  have  been  sustained,  and  sometimes  a  small  surplus  is  raised 
in  addition.  Assessments  are  paid  to  the  treasurer.  New  mem- 
bers are  assessed  for  on]y  their  pro  rata  share  of  losses  and  expenses 
incurred  during  their  period  of  membership. 

Insurance  Oviside  of  Territory 

In  cases  where  horses  are  insured  the  following  addition  has 
been  made  to  the  policy :  "  But  the  farm  or  family  team  or  teams, 
while  under  the  charge  of  the  owner  or  his  employees,  will  be 
insured  wherever  it  may  be,  if  it  be  insured  while  on  the  prem- 
ises of  the  owner." 

This  appears  to  be  a  violation  of  that  portion  of  section  202 
of  the  Insurance  Law  which  provides  that,  "  No  corporation, 
subject  to  the  provisions  of  this  article,  shall  insure  any  build- 
ings or  property  out  of  the  limit  of  the  territory  comprised  in  its 
certificate  of  incorporation  and  the  territory  to  which  it  may 
heretofore  have  been  legally  extended,  or  to  which  it  shall  here- 
after be  extended  under  the  provisions  of  this  article." 

Insurance  in  Force 

On  December  31,  1912,  there  were  473  policies  and  $916,408 
of  insurance  in  force. 

Advance  Payments 
The  company  charges  in  advance  a  policy  fee  of  $1. 

Bonds 
No  officer  of  the  company  has  given  a  bond. 


Lloyds  Associations 
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LUMBER  UNDERWRITERS 

New  York,  N.  Y. 

Examined  to  ascertain  condition  June  30,  1913. 
Report  dated  August  19,  1913. 
Examiner:    Richard  A.  Elmer. 

Finaaicidl  Condition 

The  fiiumcial  conditioa  of  the  ajsaociation  on  June  80,  1913, 
was  found  to  have  been  as  follows: 

Assets 

Book  value  of  bonds $10,000  00 

Cash   in  bank 170,343  90 

Agents'  balances  within  three  months  due 79, 685  84 

Agents'  balances  over  three  months  due 14, 640  91 

Due  for  reinsured  losses 176  33 

Accrued  interest  on  bonds 175  00 

Dividends  due  on  mutual  reinsurance 1, 760  39 

Brokerage  due 190  29 

Salvage  due  2, 130  00 

Gross  assets $288, 102  75 

Deduct  Assets  Not  Admitted 

Agents'  balances  over  three  months $14, 640  91 

Book  value  of  bonds  over  market  value 700  00 

16, 340  91 

Total   admitted   assets $272,761  84 

Liahilities 

Gross  unpaid  losses $72, 608  09 

Less  admitted  reinsurance 1, 851  25 

Net  unpaid  losses $70,  766  84 

Unearned  premiums    206,  734  22 

Due  for  reinsurance 6, 396  99 

Due  attorney-in-fact    2, 660  11 

Accrued  taxes,  bills,  etc 2, 600  00 

Total  liabilities  (except  underwriters'  deposit) $288, 948  16 

Underwriters'  deposit   37,  500  00 


Total   liabHities    $326, 448  16 

Excess  of  liabilities  over  assets $63, 686  32 

[631] 
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Assets 

The  bonds  owned  consist  of  $10,000  par  value  State  of  Georgia 
registered  3^  per  cent,  maturing  1931  to  1933,  and  deposited 
with  the  State  Treasurer  of  Georgia. 

The  amount  reported  for  agents'  balances  of  $94,326.75  is  the 
balance  shown  by  the  controlling  account  in  the  general  ledger. 
In  attempting  to  verify  this  balance  with  the  subsidiary  agents' 
ledgers  it  was  found  that  these  books  had  not  been  recently  bal- 
anced with  the  controlling  accounts  and  that  the  open  items  ex- 
ceeded by  approximately  $3,000  the  ledger  figure.  To  absolutely 
verify  this  balance  would  entail  much  time  and  detail  checking 
of  the  agents'  account,  which  for  the  purpose  of  this  report  was  not 
considered  necessary.  It  is,  however,  respectfully  recommended 
that  the  association  be  advised  to  verify  its  agency  balances. 

The  agents'  balances  over  ninety  days  due  amounted  to  $14,- 
640.91,  and  have  been  deducted  as  a  not  admitted  asset.  A  por- 
tion of  these  balances,  however,  have  been  paid  since  June  30, 
1913,  and  it  would  appear  probable  that  ultimately  the  entire 
amount  will  either  be  collected  or  cancelled. 

Outstanding  Claims 

The  papers  in  connection  with  the  unpaid  losses  were  examined 
and  the  gross  estimates  of  the  outstanding  claims  were  found  to 
aggregate  $72,608.09  with  admitted  re-insurance  of  $1,851.26, 
leaving  a  net  liability  of  $70,756.84.  The  association  in  its 
quarterly  statement  for  June  30,  1913,  reported  outstanding 
claims  of  $44,980.95,  a  difference  of  $25,775.89  from  the  amount 
found  on  examination.  This  difference  is  accounted  for  by  the 
fact  that  association  assumed  full  credit  for  re-insurance  in  com- 
.  panics  not  licensed  in  this  State  and  on  referring  to  the  associa- 
tion's annual  statement  for  the  year  ended  December  31,  1912,  it 
was  also  found  that  credit  of  approximately  $8,000  had  been  taken 
for  reinsurance  in  unauthorized  companies. 

In  the  sworn  annual  statement  blank  the  association  is  asked 
to  report  on  page  5,  lines  1,  2  and  3,  the  gross  amount  of  the  out- 
standing losses  and  on  line  5  to  "  Deduct  reinsurance  due  or  ac- 
crued only  in  companies  or  associations  authorized  in  New  York, 
as  per  schedule  'E.' "   In  the  statement  submitted  by  the  associa- 
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tion  for  the  year  ended  December  31,  1912,  the  net  amoTint,  i.  e., 
the  gross  claim  less  admitted  and  unadmitted  reinsurance,  was 
reported  on  line  2,  and  line  5  and  schedule  "  E  "  were  blank.  The 
association,  therefore,  took  credit  for  unauthorized  reinsurance 
against  the  specific  directions  contained  in  the  Department  blank, 
and  also  filed  a  quarterly  statement  made  up  in  the  same  manner, 
resulting  in  both  statements  being  an  inaccurate  presentation  of  the 
association's  financial  condition. 

Excess  of  Liabilities  Over  Assets 

As  shown,  in  the  foregoing  statement  the  "  Underwriters  De- 
posit" of  $37,500  has  been  charged  as  a  liability  and  the  total 
liabilities  exceed  the  assets  by  $53,686.32.  On  August  13,  1913, 
the  executive  committee  of  the  association  passed  the  following 
resolution : 

''  Resolved,  that  in  order  to  be  relieved  from  carrying  any  liability  to  be 
charged  against  any  surplus  in  Lumber  Underwriter,  as  required  in  section 
303  of  the  Laws  of  the  State  of  Kew  York,  the  Executive  Committee  of 
Lumber  Underwriters  hereby  directs  that  we  no  longer  carry  any  part  of  the 
assets  of  Lumber  XJnderwriters  as  a  deposit,  but  that  all'  of  the  moneys  now 
in  Lumber  Underwriters  be  considered  as  surplus,  and  not  as  a  special  deposit, 
as  heretofore. 

"  It  is  further  ordered  that  this  resolution  take  effect  Immediately." 

In  accordance  with  the  foregoing  resolution  it  would  appear 
that  the  association  is  relieved  from  carrying  any  liability  on  ac- 
count of  the  underwriters'  deposit  and  if  this  resolution  can  be 
considered  as  affecting  the  financial  condition  on  June  30,  1913, 
the  liabilities  would  exceed  the  assets  in  the  sum  of  $16,186.32. 

Reinsurance  Contracts 

The  association  has  recently  effected  several  reinsurance  con- 
tracts with  foreign  companies  not  authorized  to  transact  business 
in  the  State  of  New  York,  and  has  ceded  to  these  companies  ex- 
tensive lines  of  business.  If  the  reinsurance  in  these  non-admitted 
companies  could  be  taken  into  consideration  it  would  reduce  the 
liability  for  the  unearned  premium  reserve  and  the  unpaid  losses 
by  approximately  $100,000. 
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Memorandum  —  Lumber  Underwriters 

September  29,  1913. 

An  examination  of  the  Lumber  Underwriters  as  of  June  30, 
1913,  disclosed  a  deficiency  of  approximately  $16,000,  due  to  the 
fact  that  agents'  balances  due  over  ninety  days  in  an  amount  of 
$12,000  were  not  allowed ;  that  a  large  proportion  of  reinsurance 
ceded  was  placed  by  treaty  with  three  unauthorized  companies, 
which  reinsurance  could  not  be  allowed  as  a  deduction  in  com- 
puting the  amount  of  the  Reinsurance  Fund.  There  was  also  due 
from  these  reinsuring  companies,  on  losses  paid  by  the  Lumber 
Underwriters,  approximately  $6,000,  which  could  not  be  allowed. 

As  a  result  of  an  investigation  of  September  27,  1913,  it  was 
found  that  on  September  25,  1913,  the  Lumber  Underwriters  re- 
ceived from  the  three  unauthorized  reinsuring  companies  checks 
in  an  amount  of  $45,888.32,  which  were  deposited  in  the  Sea- 
board National  Bank  to  the  credit  of  the  Lumber  Underwriters. 

The  amounts  of  the  checks  and  the  purposes  for  which  given 
were: 

For  the  payment  of  reinsuring  companies'  proportion  of  estimated  amount 
of  reported  but  unadjusted  losses  — 

German  Reinsurance  Co $8,  333  33 

Bernese  Reinsurance  Co 8,333  33 

Dussddorf  Reinsurance  Co 8,333  33 

$24,999  99 


For  the  payment  of  reinsuring  companies'  portipn  of  losses  paid  by  Lumber 
Underwriters  — 

German  Reinsurance  Co $3 ,  645  16 

Bernese   Reinsurance   Co 3 ,  645  16 

Dusseldorf   Reinsurance    Co 3,698  02 

$10,888  34 


For  the  payment  of  return  premiums  on  business  to  be  cancelled  by  Lum- 
ber Underwriters  — 

Grerman  Reinsurance  Co $3 ,  333  33 

Bernese  Reinsurance  Co 3 ,333  33 

Dusseldorf  Reinsurance  Co 3,333  33 


$9,999  99 
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The  Lumber  Underwriters  have  cancelled  flat  premiumB  on 
business  placed  in  unauthorized  companies  in  an  amount 
of    (approximately)     $4,500  00 

and  have  cancelled  in  unauthorized  companies  and  reinsured 
in  admitted  companies  premiums  in  an  amount  of  (ap- 
proximately)    11,600  00 

Total $16,000  00 


The  result  of  these  transactions  will  be  the  increasing  of  the 
assets  of  the  company  in  the  amount  received  from  the 
reinsuring  companies  for  amounts  due  on  losses  paid  and 
not  allowed  in  statement   (estimated) $6,000  00 

The  amount  of  the  Reinsurance  Fund,  by  the  transfer  and  can- 
cellation of  premiums  from  the  unauthorized  companies  to 

authorized  companies  will  be  50%  of  $16,000  or 8, 000  00 

thereby  reducing  this  liability  in  this  amount. 

The  amount  of  reinsurance  in  unauthorized  companies  on 
estimated  unpaid  losses  would  have  to  be  allowed  as  a 
deduction  from  the  liability  "  Losses  unpaid."    This  amount, 

estimated  at  approximately    16,000  00 

is  covered  by  the  deposit  of  $24,999.09. 

Ihe  company  is  protected  in  the  matter  of  return  premiums  in 

the  amount  of  the  deposit 9 ,999  99 

The  financial  condition  of  the  company,  taking  these  changes 
into  consideration,  would  be : 

Increase  in  Aseeta: 

By  the  receipt  of  reinsurance  on  losses  paid $6,000  00 

Decrease  in  liabilities: 

Reinsurance  fund  $8,000  00 

Amount  of  reinsurance  on  estimated  losses  16,000  00 

24,000  00 

Gross  change  in  favor  of  company $30, 000  00 

Deduct  deficiency   16,000  00 

Surplus $14,000  00 


This  surplus  is  subject  to  slight  changes  on  final  adjustment, 
but  I  consider  the  company  solvent  at  the  present  time. 

It  is  suggested  that  a  check  of  the  transfer  of  reinsurance  from 
unauthorized  to  authorized  companies  and  the  adjustment  of 
losses  be  made  as  early  as  possible. 

Examined  to  ascertain  condition  September  30,  1913. 
Report  daied  November  3,  1913. 
Examiner:    Richard  A.  Elmer. 
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The  report  on  examination  of  this  association,  submitted  imder 
date  of  August  19,  1913,  disclosed,  on  June  30,  1913,  an  excess 
of  liabilities  over  assets  of,  approximately,  $16,000.  This  con- 
dition of  affairs  was  accounted  for  by  the  fact  that  agents^  balances 
over  ninety  days  due  in  an  amount  of  $14,640.91  were  not 
allowed;  that  a  large  proportion  of  the  reinsurance  ceded  was 
placed  by  treaty  with  three  companies  not  licensed  in  the  state  of 
New  York,  and  therefore  could  not  be  legally  allowed  as  a  de- 
duction in  computing  the  amount  of  the  unearned  premium  re- 
serve, and  that  there  was  due  for  losses  from  the  said  reinsuring 
companies  approximately  $25,000,  which  also  could  not  be  con- 
sidered as  an  admitted  asset. 

When  this  condition  of  affairs  was  brought  to  the  attention  of 
the  association,  steps  were  at  once  taken  to  remedy  the  situation, 
and  during  September,  1913,  heavy  cancellations  were  effected  of 
the  business  ceded  to  the  three  treaty  companies ;  various  blocks 
of  reinsurance  were  transferred  from  unauthorized  to  authorized 
companies,  and  the  premiums  due  were  closely  collected.  On  Sep- 
tember 25,  1913,  the  association  received  from  the  three  unauthor- 
ized reinsuring  companies  checks  aggregating  $45,888.32,  which 
were  deposited  in  the  Seaboard  National  Bank  to  the  credit  of  the 
Lumber  Underwriters  and  were  to  be  applied  on  account  of  return 
premiums,  paid  losses  and  outstanding  losses  due  from  the  said 
companies. 

These  arrangements  were  specially  investigated  by  Examiner 
Derrick,  and  a  memorandum  under  date  of  September  29,  1913, 
showing  the  details  of  the  various  transactions,  is  filed  with  this 
report. 

Financidl  Condition 

The  financial  condition  of  the  association  on  September  30, 
1913,  was  found  to  have  been  as  follows: 

Ledger  Assets 

Book  value  of  bonds $10,000  00 

Cash  in  bank 218,466  28 

Agents'  balances  within  three  months 55, 319  86 

Agents'  balances  over  three  months 1 ,379  71 

Total  ledger  assets $286,162  85 
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Non^Ledger  Assets 

Accrued  interest  on  bonds $87  50 

Accrued  interest  on  bank  deposits 732  96 

Dividend  on  Mutual  Reinsurance 819  49 

Brokerage  due 190  29 

Losses  due  from  reinsuring  companies 2,029  98 

Total  non-ledger  assets $3,860  22 

Grose  assets    $289,023  07 

Not  Admitted  Assets 

Agents'  balances  over  three  months $1,376  71 

Book  value  of  bonds  over  market  value 700  00 

Total  non-admitted  assets 2,076  71 

Total  admitted  assets $286,946  36 

Liabilities 

Outstanding  losses  $62,880  00 

Premium  reserve   194,743  68 

Due  for  reinsurance  premiums 12, 170  98 

Due  Perry  &  Co 2,083  54 

Accrued  taxes  and  bills 2 ,  500  00 

Total  liabilities $274,378  20 

Surplus 12,568  16 

$286,946  36 


As  shown  in  the  foregoing  financial  statement,  the  surplus  of 
the  association  on  September  30,  1913,  amounted  to  the  sum  of 
$12,568.16.  In  compiling  this  statement,  in  accordance  with  the 
statutory  requirements,  approximately  $63,000  of  reinsurance 
ceded  to  unauthorized  companies  has  not  been  allowed  as  a  deduc- 
tion in  computing  the  unearned  premium  reserve.  Thia  reinsur- 
ance, however,  from  a  commercial  point  of  view  would  probably 
be  considered  an  available  credit. 


Underwriters'  Report 

On  November  14,  1913,  the  following  resolution  was  adopted 
by  the  executive  committee. 
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"  Whereas,  The  Insurance  Department  of  the  State  of  New  York  has  ques- 
tioned the  exact  status  of  the  surplus,  or  deposits,  made  by  the  members  of 
the  Lumber  Underwriters,  as  set  forth  in  Article  2  of  the  Articles  of  Agree- 
ment and  Power  of  Attorney  of  Lumber  Underwriters,  claiming  that  this 
Article  is  not  sufficiently  clear  to  entirely  warrant  the  carrying  of  these  said 
deposits  as  surplus  only,  therefore, 

Be  it  Resolved,  That  the  Executive  Committee  of  Luml>er  Underwriters 
hereby  adopt  the  following  resolution  and  request  each  of  the  fifteen  members 
of  the  said  Lumber  Underwriters  to  sign  this  resolution,  hereby  waiving  any 
right  to  claim  that  the  present  deposits,  or  surplus,  or  any  part  of  same, 
are  individual  deposits  and  herewith  agreeing  that  the  sums  now  on  the 
books  of  Lumber  Underwriters,  although  the  said  sums  may  be  credited  to 
each  of  the  undersigned  individuals  as  deposit  or  surplus,  shall  henoeforth 
be  carried  as,  and  be,  surplus  funds  of  the  Lumber  Underwriters  and  not 
deposits,  and  the  signing  of  this  resolution  is  to  be  considered  a  full  release 
from  each  individual  Underwriter  and  it  is  fully  recognized  by  each  that 
the  so-called  deposits  are  not  to  be  hereafter  treated  as  deposits,  but  as 
surplus  only." 

In  view  of  the  above  resolution  and  the  intent  expressed  therein 
to  have  the  fifteen  underwriters  sign  same,  no  liability  has  been 
charged  in  the  foregoing  financial  statement  on  account  of 
"  Underwriters'  deposit" 
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FAEMERS  NATIONAL  LIFE  INSURANCE  COMPANY 

Syeaousb,  N.  Y. 

Exaanined  on  orgamaaiian. 
Report  daied  Jvaie  26,  1914. 
Exa/miner:  John  E,  Watson. 

(Name  changed  on  September  17,  1914,  to  **  Farmers'  and  Traders'  Life  In- 
surance Company.") 

HOME  LIFE  INSURANCE  COMPANY 

New  Yokk,  N.  Y. 

Examined  to  ascertain  condition  December  31,  1913. 
Report  dated  February  16,  1914. 
Examiner:  Nelson  B.  Hadley. 

Manaoxmsnt 

The  management  of  the  company  Ib  veeted  in  a  board  of  di- 
rectors which  the  charter  provides  shall  consist  of  not  less  than 
thirteen  nor  more  than  twenty-three  persons.  At  the  present  time, 
the  board  has  twenty-one  members,  divided  into  four  classes.  One 
class  is  elected  each  year  for  a  term  of  four  years.  The  board 
elects  a  president,  two  vice-presidents  and  a  vice-president  and 
secretary.  It  also  appoints  the  following  officers, —  medical 
director,  assistant  medical  director,  cashier,  actuary,  assistant 
actuary,  superintendent  of  agents,  counsel  and  assistant  secretary. 

There  are  four  standing  committees  elected  annually  by  the 
board,  viz:  an  executive  committee,  consisting  of  the  president 
and  seven  directors ;  a  finance  committee  consisting  of  the  presi- 
dent and  not  more  than  five  directors;  an  auditing  committee 
consisting  of  five  directors;  and  a  building  committee  consisting 
of  the  president  and  three  directors.  Two  members  of  the  execu- 
tive committee  constitute  a  mortuary  conmiittee. 

Each  member  of  the  mortuary  committee  passes  on  the  death 
claims  and  receives  $2  per  claim.     The  audit  conmiittee  makes 
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an  audit  each  quarter  and  receives  $125  without  regard  to  the 
time  spent  or  the  number  of  members  taking  part.  In  all  other 
cases  directors,  not  under  salary^  receive  $20  per  meeting. 

The  finance  committee  formerly  consisted  of  the  president  and 
four  directors.  In  1911  it  seemed  advisable  to  increase  the  mem- 
bership to  six  and  this  change  was  incorporated  in  the  by-laws 
but  the  charter  was  left  unchanged.  This  discrepancy  has  now 
been  rectified.  It  is  the  duty  of  this  committee  to  invest  the  funds 
of  the  company.  A  perusal  of  the  committee  minutes  shows  that 
some  of  its  investments  have  been  made  and  then  reported  to  the 
committee  for  confirmation.  Several  of  the  authorizations  to 
purchase  bonds  fail  to  state  a  price  at  which  the  purchase  should 
be  made.  One  resolution  authorizes  a  member  of  the  committee 
to  select  real  estate  mortgages  to  an  amount  not  exceeding 
$160,000.  Eleven  mortgages  aggr^ating  $138,750  were  ap- 
parently bought  under  this  authorization.  Three  others  seem  to 
have  been  purchased  imder  an  authorization  which  does  not  ap- 
pear in  the  minutes.  At  another  time,  this  same  member  was 
'^  authorized  to  purchase  additional  mortgages  for  the  company.'' 
Transactions  of  this  kind  do  not  seem  to  be  in  accord  with  seo- 
tion  100  of  the  Insurance  Law  which  contemplates  a  specific 
authorization  for  each  investment  before  it  is  made.  Mortgages 
should  not  be  extended  nor  the  interest  rate  changed  unless  prop- 
erly authorized. 

During  the  last  four  years  this  committee  has  held  fifteen  meet- 
ings with  only  two  members  present,  although  it  requires  three 
for  a  quorum.  Action  taken  at  these  meetings  was  confirmed 
at  the  next  meeting  of  the  committee. 

Disability  Benefits 

Disability  benefits,  consisting  of  the  waiver  of  future  premiums 
in  case  of  total  and  permanent  disability  of  the  insured  before 
attaining  age  60,  are  now  granted  upon  the  payment  of  an  extra 
annual  premium.  The  disability  benefit  is  not  applicable  to  term 
insurance,  to  female  lives,  nor  to  those  cases  where  the  age  of  the 
insured  is  rated  up  on  account  of  hazardous  occupation. 
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SUBBENDEBS 

Cash  values  are  allowed  on  all  life  and  endowment  policies 
whether  or  not  the  contracts  specifically  guarantee  thenu 

Prior  to  1902,  in  the  absence  of  a  cash  or  loan  value,  the  cash 
value  is  generally  found  by  first  converting  the  policy  into  its 
equivalent  paid-up  valua  This  amount  is  then  discounted  for 
the  number  of  years  to  run  as  shown  by  the  table  of  "  Expecta- 
tion of  Life/'  using  the  attained  age  of  the  insured.  In  no  case 
does  the  company  give  more  than  the  reserve  value. 

From  1902  to  1906  inclusive,  the  guaranteed  cash  values  rep- 
resent graduated  percentages  of  the  3%  or  8^^%  reserves,  ac- 
cording to  the  kind  of  policy  and  the  number  of  years  in  force. 

Cash  values  were  not  guaranteed  in  the  1907  standard  form. 
The  values  allowed  also  represent  percentages  of  the  reserves. 

On  issues  since  1907,  the  full  3%  reserve  is  allowed  less  a 
fixed  surrender  charge  which  varies  from  $15  per  thousand  at 
the  end  of  the  third  year  to  $2.50  per  thousand  at  the  end  of  the 
ninth  year.  The  surrender  charge  never  exceeds  20%  of  the 
reserva 

As  a  test  check,  all  policies  surrendered  during  November,  1912, 
were  examined,  the  company's  computations  were  verified,  and 
the  figures  were  traced  into  the  cancellation  raster  and  from 
there  to  the  ledger. 

No  differences  were  found,  as  this  work  is  carefully  done. 

Death  Claim. 

In  order  to  test  the  company's  treatment  of  death  claims,  we 
selected,  for  examination,  all  the  claims  on  which  the  amount 
paid  differed  from  the  face  of  the  policy,  and  those  which  were 
not  paid  within  sixty  days  of  the  death  of  the  insured.  Nearly 
all  adjustments  in  amount  were  made  on  account  of  misstate- 
ment of  age.  The  amount  paid  in  each  case  represented  the 
amount  of  insurance  which  the  premium  paid  by  the  insured 
would  purchase  at  his  true  age  at  entry.  No  evidence  was  found 
that  the  delay  in  payment  was  in  any  way  the  fault  of  the  com- 
pany. It  is  the  custom  to  pay  death  claims  on  the  same  day  that 
completed  proofs  are  received. 
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Few  claims  have  been  contested  or  compromised  and  the  com- 
pany appears  to  have  been  warranted  in  taking  such  action. 
Claims  are  handled  promptly  and  claimants  receive  fair  treat- 
ment 

A  liability  of  $15,000  is  carried  to  cover  incurred  losses  of 
which  no  notice  has  been  received.  This  amount  fairly  represents 
the  liability  as  shown  by  the  experience  of  the  past  three  years. 

The  outstanding  liability  December  31  on  account  of  policy 
claims  was  as  follows: 

Claims  for  death  loaaes  in  process  of  adjustment $4, 739  95 

Claims  for  death  losses  no  proofs  received 140, 763  21 

Beserve  for  net  death  losses  incurred  but  unreported 15, 000  00 

Claims  for  matured  endowments  due  and  unpaid 25, 016  87 

Claims  for  death  losses  resisted  by  the  ccmtpany 7, 000  00 

$I92»  680  09 


DrVTDBNDS 

The  liability  for  unpaid  dividends  is  made  up  partly  in  the 
actuary's  department  and  partly  in  the  renewal  department  The 
impaid,  or  open  items  on  the  dividend  books  are  also  listed  and 
the  amount  so  obtained  is  about  $1,000  more  than  the  result 
obtained  by  the  other  method.  This  difference  cannot  be 
explained. 

Financial  Statsment 
Receipts 

Total  new  premiums $739,364  55 

Total  renewal  premiums 3, 347, 485  52 

Extra  premiums  for  total  and  permanent  dis- 
ability benefits 1, 242  84 

Total  premium  income $4|088, 092  41 

Consideration  for  supplementary  contracts  not  involving  life 

contingencies    7, 354  00 

Dividends  left  with  the  company  to  accumulate  at  interest. ...  12, 506  78 

Total  gross  interest  and  rents 1,362, 709  78 


J 
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GrosB   profit  on  sale  or  maturity  of   ledger 
asseUy  viz: 

Bonds  $1, 378  00 

Stocks    8, 141  26 


$0, 619  26 

QroM  increase  by  adjustment  in  book  value  of  ledger  assets, 
viz. :    Bonds  (accrual  of  discount) 6, 946  48 


Total  receipts   $6, 487, 127  70 

Ledger  assets  December  31,  1912 27, 327,613  16 


Total    $32, 814, 640  86 


Disbursements 

Total  paid  policyholders $2,  940,303  16 

Expense    of    investigation   and   settlement    of   policy    claims, 

including  $766.90  for  legal  expenses 790  66 

Paid   for   claims   on   supplementary   contracts   not   involving 

life  contingencies    34, 969  73 

Dividends  and  interest  thereon  held  on  deposit  surrendered 

during  the  year 3, 271  19 

Paid  stockholders  for  interest  or  dividends 16,000  00 

Commissions  to  agents   (less  commission  on  reinsurance) 401,883  06 

Agency    supervision    and    traveling    expenses    of    supervisors 

(except  compensation  for  home  office  supervision) 44, 269  69 

Branch   office  expenses,   including   salaries  of   managers  and 

clerks   87,  694  02 

Medical  examiner's  fees $26,932  64 

Inspection  of  risks 3, 817  03 


30,  749  57 

Salaries  and  all  other  compensation  of  officers,  directors,  trus- 
tees and  home  office  employees 201, 312  27 

Rent,  including  $30,000  for  company's  occupancy  of  its  own 

building    30,000  00 

Advertising    $16, 263  02 

Printing  and  stationery 12, 676  80 

Postage,  telegraph,  telephone  and  express 8, 663  34 

Exchange    13  93 


37,607  09 

Legal  expenses. not  included  in  item  16 4, 624  44 

Furniture,  fixtures  and  safes 6, 611  32 

Repairs  and  expenses  (other  than  taxes)  on  real  estate 33,  646  66 

Taxes  on  real  estate 16, 742  60 

State  taxes  on  premiums 62, 809  37 

Insurance  department  licenses  and  fees 9, 093  60 

All  other  licenses,  fees  and  taxes 3, 696  66 

Other  disbursements    8,367  66 
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Gross  decrease  by  adjustment  in  book  value  of 
ledger  assets,  viz: 

Real  estate  $50, 000  00 

Bonds    (including    $11,409.75    for   amortiza- 
tion of  premiums) 11, 409  75 

$61,409  76 


Total   disbursements    $4, 023,  620  97 

Balance   28,791,019  88 

$32,814,640  85 


Ledger  Assets 

Book  value  of  real  estate $1, 450, 000  00 

Mortgage  loans  on  real  estate 6, 869, 820  00 

Loans    made    to    policyholders    on    this    company's    policies 

assigned  as  collateral 4, 008, 626  89 

Premium  notes  and  liens  on  policies  in  force 628,  548  72 

Book  value  of  bonds $14,076, 221  25 

Book  value  of  stocks 1, 318, 459  02 

15,394.680  27 

Deposits  in  trust  companies  and  banks,  not  on  interest 46, 313  50 

Deposits  in  trust  companies  and  banks,  on  interest 380, 519  90 

Agents'  balances  (net) 9, 544  52 

Suspense,  balance  in  First-Second  Nat'l  Bank,  Pittsburg,  Pa . .  2, 966  08 


Total  ledger  assets,  as  per  balance $28, 791, 019  88 

Non-Ledger  Assets 

Total  interest  and  rents  due  and  accrued 245,799  92 

Due  from  other  companies  for  losses  or  claims  on  policies  of 

this  company  reinsured 1, 000  00 

Net  amount  of  uncollected  and  deferred  premiums 435, 064  45 


Gross  assets  $29, 47^  884  25 

Deduct  Assets  Not  Admitted 

Agents'  debit  balances    (gross) $9, 604  12 

Book  value  over  market  value  of 

Stocks 243.559  02 

Bonds 37, 722  00 


$290,885  14 


Admitted  assets   $29, 181,  999  11 


Liabilities,  Surplus  and  Other  Funds 

Net  reserve,  paid  for  basis $26, 233,223  00 

Present  value  of  amounts  not  yet  due  on  supplementary  con- 
tracts not  involving  life  contingencies 224, 478  00 
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Liability  on  policies  cancelled  and  not  included  in  net  reserve 
upon  which  a  surrender  value  may  be  demanded $5,  086  08 

Total  policy  claims 192, 520  03 

Dividends  left  with  the  company  to  accumulate  at  interest  and 
accrued   interest   thereon 38, 347  27 

Premiums  paid  in  advance,  including  surrender  value  so 
applied 29, 722  04 

Unearned  interest  and  rents  paid  in  advance 139, 288  19 

Commissions  to  agents  due  and  accrued 9, 712  23 

Salaries,  rents,  office  expenses,  bilb  and  accounts  due  and 
accrued    1, 500  00 

Medical  examiner's  fees,  including  inspection  of  risks,  $692.68, 

and  l^al  fees,  $2,763.78,  due  and  accrued 3, 456  46 

Estimated  amount  hereafter  payable  for  federal,  state  and 
other  taxes,  based  upon  the  business  of  the  year  of  the 
statement    57, 000  00 

Dividends  or  other  profits  due  policyholders  including  those 
contingent  on  payment  of  outstanding  and  deferred  pre- 
miums      17,  624  81 

Dividends  declared  on  or  apportioned  to  annual  dividend 
policies  payable  to  policyholders  during  1914,  whether  con- 
tingent upon  the  payment  of  renewal  premiums  or  otherwise.         125,000  00 

Present  value  of  dividends  used  to  shorten  the  premium  paying 
period    105  53 

$27,077,057  64 

Capital  stock   125,  000  00 

Unassigned  funds   (surplus) 1, 979, 941  47 

Total    . . . : $29. 181, 999  11 


Receipts  and  Disbursements 

Agents'  accounts  were  examined  in  detail  and  the  totals  checked 
to  the  cash  book.  Agents'  contracts  were  read  at  the  same  time 
to  verify  commission  charges.  Other  items  of  income  and  dia- 
bursement  were  verified  from  the  company's  records.  Ledger 
postings  for  the  year  were  checked  and  the  totals  of  the  various 
accounts  traced  to  the  annual  statement.  A  test  was  also  made 
which  showed  that  a  reserve  was  carried  for  every  policy  on 
which  a  premium  was  collected. 

Interest  and  rents  for  the  year  were  as  follows: 

Gross  interest  on  mortgages $344,  723  73 

Gross  interest  on  bonds  and  dividends  on  stocks 656, 152  43 

Gross  interest  on  premium  notes,  policy  loans  or  liens 256, 702  03 
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Gross  interest  on  bank  deposits $4, 365  46 

Gross  interest  for  extension  of  premiums 7, 599  69 

Gross  interest,  miscellaneous 2, 287  72 

Gross  rent,  including  $30,000  for  company's  occupancy  of  its 

own  building 90, 878  73 

Total   $1, 362, 709  78 

Payments  to  policyholders  were  as  follows: 

Death  claims  and  additions $1, 033, 068  98 

Matured  endowments  and  additions 687, 704  78 

Annuities  involving  life  contingencies 46, 615  69 

Surrender  values  paid  in  carii 631, 905  95 

Surrender  values  applied  to  pay  premiums 320  74 

Dividends  paid  in  cash 30, 763  06 

Dividends  applied  to  pay  renewal  premiums 195, 077  86 

Dividends  applied  to  shorten  endowment  or  premium  paying 

period    : 25  56 

Dividends  applied  to  purchase  paid-up  additions  and  annuities.  302,313  75 

Dividends  left  with  the  company  to  accumulate  at  interest. ...  12, 506  78 

$2,940,303  15 


Assets 
Real  Estate: 

The  home  office  building  is  the  only  piece  of  real  estate  owned 
by  the  company.  At  the  time  of  the  last  examination,  this  prop- 
erty was  carried  on  the  books  at  its  original  cost,  $1,643,609.81. 
Since  then,  the  company  has  spent  $11,381.40  for  betterments 
and  has  reduced  the  book  value  $204,991.21,  making  the  present 
book  value  $1,450,000. 

The  following  table  shows  the  results  obtained  for  the  past  four 
years: 

Percentage  of 
Operating  Net  Not  Inoome  to 

Gross  Rent.  Expense.  Income.  Book  Value. 

1910 $96,499  60  $52,343  13  $44,156  47  2.68% 

1911 98,  313  56  51,  643  45  46,670  11  d.01% 

1912 98, 576  22  55,  444  08  43, 132  14  2.87% 

1913 90,  878  73  50, 288  06  40,  590  67  2.79% 


Mortgage  Loans: 

On  December  31,  1913,  the  company  owned  472  real  estate 
mortgages  amounting  to  $6,869,820.  Of  this  amount  $5,617,320 
is  guaranteed  both  as  to  principal  and  interest.     The  charge  for 
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this  guarantee  is  one-haK  of  one  per  centum  of  the  interest  paid 
by  the  mortgagor,  except  in  one  case  where  one  per  oeoatum  is 
paid.  The  rates  of  interest  vary  from  4^  per  cent  to  7  per  cent, 
the  average  rate  on  December  31  was  4.957  per  cent 

All  the  mortgage  papers  were  carefully  examined  and  com- 
pared with  schedule  B  in  regard  to  description  of  premises,  amount 
of  loan,  rate  of  interest,  etc.  The  interest  received  and  interest 
accrued  were  also  verified.  Extension  agreem^its  were  checked. 
The  company  does  not  usually  extend  unguaranteed  mortgages. 
The  examination  of  the  fire  insurance  policies  shows  that  the 
company  is  amply  protected  against  loss.  Tornado  insurance  is 
also  carried  in  places  subject  to  severe  wind  storms. 

Of  the  mortgages  found  at  the  last  examination  to  be  in  excess 
of  the  legal  limit,  all  but  four  have  been  paid.  Each  of  the  re- 
maining ones  has  been  extended  without  making  the  required 
reduction.  The  company  defends  its  action  on  the  ground  that 
the  property  has  appreciated  in  value  to  such  an  amount  as  to 
render  the  reduction  unnecessary. 

All  papers  and  records  are  in  fixst-class  shape. 

Policy  Loans: 

Outstanding  policy  loans  amounted  to  $4,008,626.89  on  De- 
cember 31,  1913.  Contrary  to  the  usual  practice  of  having  the 
interest  fall  due  on  the  anniversary  of  the  policy,  this  company 
prefers  to  have  the  interest  payable  at  some  other  time.  By 
having  premium  and  interest  payable  on  different  dates,  it  is 
claimed  that  many,  lapses  are  avoided. 

Interest  is  generally  paid  in  advance  and  in  most  cases  is  com- 
puted at  5.66  per  cent.,  although  a  few  loans  are  at  5  per  cent. 
Some  of  the  old  loans  are  still  running  at  6  per  cent.,  payable 
semi-annually  when  earned. 

Premium  Notes  and  Liens: 

This  item  amounted  to  $628,548.72  and  was  evidenced  partly 
by  notes  and  partly  by  liens  which  arose  by  loaning  each  year, 
one-quarter,  one-third  or  one-half  of  the  annual  premium  or  in- 
stallments thereof,  according  to  contract. 

A  test  check  covering  three  months,  was  made.  No  errors  were 
foimd. 
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Bonds  and  Stocks: 

The  bonds  and  stocks  owned  by  the  company  were  examined 
and  counted  January  6,  1914.  Those  not  in  their  possession  were 
evidenced  by  proper  receipts.  The  receipts  of  interest  and  divi- 
dends were  verified  and  the  accrued  interest  was  computed.  The 
amounts  reported  are  correct. 

The  following  table  shows  the  reduction  in  stock  holdings  during 
the  past  four  years : 

No.  of  Shares.       Par  Value. 

Stocks  owned  December  31,  1909 15,962      $956, 200  00 

Stocks  sold  in  1910 600  00, 000  00 

Stocks  owned  December  31,  1910 15, 362      $896, 200  00 

Stocks  sold'in  1911 400  30,000  00 

Stocks  owned  December  31,  1911 14,962      $866, 200  00 

Stocks  sold  in  1912 176  17, 600  00 

Stocks  owned  December  31,  1912 14,786      $848, 600  00 

Stocks  acquired  in  1913* 50  5,  000  00 

14,836      $853,600  00 
Stocks  sold  in  1913 86  8, 600  00 

Stock  owned  December  31,  1913 14,  750      $845,000  00 

■  "^  ^^  p      ■ 

On  December  31,  all  cash  in  the  company's  oflSce  was  deposited. 
Certificates  showing  the  amount  on  deposit  at  the  close  of  business 
on  that  date,  were  obtained  from  the  several  banks,  and  these 
were  reconciled  by  means  of  pass  books  and  cancelled  checks,  with 
the  balances  shown  on  the  company's  books. 

Liahilities 
Reserves: 

In  order  to  determine  the  reserve  liability  on  its  outstanding 
policies,  the  issues  of  the  last  two  years  are  entered  in  the  de- 
partment registers  in  seriatim  order,  while  the  issues  of  prior 
years  are  grouped  according  to  kind  and  age.  At  the  last  ex- 
amination, all  issues  up  to  and  including  1907  were  so  grouped. 
Since  then,  the  issues  of  1908,  1909,  1910  and  1911  have  also 
been  classified. 


•  stock  diyidend. 
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As  the  first  step  in  verifying  the  accuracy  of  -the  department 
registers,  approximately  a  third  of  the  policy  register  cards  for 
each  of  the  past  four  years  were  compared  with  the  applications. 
This  established  the  accuracy  of  the  register  cards.  The  depart- 
ment registers  for  1912  and  1913  issues  were  then  checked  with 
the  register  cards. 

To  determine  the  accuracy  of  the  four  groups  established  since 
the  last  examination,  1,000  consecutive  register  cards  were  selected 
at  random  from  the  issues  of  each  of  the  years  1908,  1909,  1910 
and  1911.  Cards  were  written,  giving  the  year  of  issue,  kind  of 
policy  and  age  of  the  insured.  These  cards  were  then  classified 
and  checked  into  the  department  registers. 

The  terminations  from  all  groups  were  verified  by  the  can- 
celled actuary's  cards  and  these  were  supported  by  the  cancella- 
tion raster  as  shown  by  a  test  check. 

Policy  changes  affecting  reserves  were  traced  from  the  change 
register  to  the  actuary's  cards  and  then  to  the  department  rasters. 

All  additions  to  the  various  groups,  by  reinstatement  or  other- 
wise, were  verified. 

Eeversionary  additions  on  life  and  endowment  policies,  and  the 
contingent  temporary  annuities  were  carefully  tested.  The  lia- 
bility for  deferred  dividends  is  carried  under  this  heading  and 
represents  their  present  value  as  shown  by  schedule  "  P." 

The  reinsurance  schedule  was  checked  and  found  correct. 

Litigation: 

The  company  does  not  keep  a  docket  showing  the  status  of  suits 
against  it.  This  record  should  be  kept  as  it  is  the  basis  from 
which  the  liability  for  claims  in  litigation  and  for  unpaid  legal 
expenses  is  determined.  A  letter  from  the  counsel  of  the  com- 
pany was  the  only  evidence  submitted  to  support  this  liability. 

Other  Liabilities: 

The  other  liability  items  were  verified  but  do  not  call  for 
discussion. 

Limitation  of  Expenses 

The  methods  employed  by  the  company  to  determine  the  mar- 
gins and  expenses  on  new  business  were  carefully  investigated. 
A  comprehensive  test  check  showed  that  the  work  is  carefully  done. 
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The  following  is  a  statement  in  comparative  form,  showing  the 
percentage  to  premiums  of  the  various  margin  and  expense  items 
for  the  past  four  years. 

1910                 1011  1912                 1913 
Loadings,  per  cent  of  premiums..     24.245%  24.631%  22.62&%  29.521% 
Mortality  gains,  per  cent  of  pre- 
miums         34.402%  34.84^%  .«0.984%  35.673% 

•  . 

Total    margins,    per    cent    of 
premiums    68.647%     69.476%     63.509%     65.094% 

Commissions,  per  cent  of  pre- 
miums         44.638%     44.601%     40.101%     46.002% 

Medical  and  inspection  fees,  per 
cent  of  premiums 3.653%       7.244%       6.646%       7.208% 

^^^W^^W^BlBW^a^  ^M^^H^^WiMMMMM  ^^^l^^^HM^^M^^  ,^         1^^— w^^.^^ 

Total   expenses,    per    cent   of 
premiums    48.191%     51.745%     46.746%     52.210% 

Excess  of  margins  over  expenses 
per  cent  of  premiums 10 .  456%      7 .  731%       6 .  763^     12 .  884% 


Gain  and  Loss  Exhibit 

The  following  table  shows  the  gains  and  losses  for  the  past  four 
years : 

1910  1911        1912         1913 

Gain  from  loading $19 ,228  64     

Gain  from  interest 242,875  91  $239,977  39     $285,911  16     $306,854  65 

Gain  from  mortality 288,536  40  246,017  65       896,148  64       415,072  47 

Gain  from  annuities 22,163  78     9,687  81 

Gain     from     surrendered 

and  lapsed  policies 121,967  46  125,676  87       118,885  01       105,010  82 

Gain  from  special  funds 48,609  81     

Gain  from  profit  and  loss.  8  11  13  47  10     

Gain     from    stocks    and 

bonds    23,260  08  22,594  90         18,900>  62           9,619  25 

Gain     from     assets     not 

admitted   6,754  10  3,144  50           3,136  80           1,888  46 

Gain  unaccounted  for 5 ,000  00     


Total   gains $702,619  69     $708,185  03     $817,538  88     $847,982  96 


Loss  from  loading $14,956  78       $82,095  71       $40,792  68 

Loss  from  annuities $700  66     11,06108     

Dividends  paid  stockhold- 
ers   15,000  00         15,000  00         15,000  00         15,000  00 

Decrease    in    surplus    on 

dividend    account 449,162  72       483,940  84       624,823  50       560,747  91 

Loss  from  special  funds.         43 ,  609  81     

Decrease  in  book  value 
of  real  estate 93,609  81        61,38140        60,000  00 

Loss  on  stocks  and  bonds 
including  change  in 
difference  between  book 
and  market  value 151,861  48  2,267  00         88,836  82       112,036  46 

Loss  on  account  of 
method  of  valuation  of 

dividend  endowment  ac-  ^.»  ^..  -  *-..  ^  •  — .-»  ^^ 

cumulations    7,843  00  7,616  00  7,868  00 

Increase  in  surplus 42,286  02         90,567  60        82,728  82         62,087  82 

Total   losses $702,619  69     $708,185  08     $817,688  88     $847,982  96 
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The  items  of  the  gain  and  loss  exhibit  for  1913  were  verified 
from  the  records  of  the  company. 

Officers'  Salaries 

1910  1914 

George  E.  Ide,  President $30, 000  00  $35, 000  00 

Anton  A.  Raven,  Vice-President None  None 

William  A.  Marshall,  Vice-President 15,000  00  17,500  00 

Ellis  W.  Gladwin,  Vice-President  and  Secretary.  15,000  00  17,500  00 

The  present  salaries  of  the  other  officers  are  as  follows : 

P.  W.  Chapin,  Medical  Director $8, 000  00 

F.  C.  Hilliard,  Cashier 8, 000  00 

Geo.  W.  Murray,  Superintendent  of  Agents 8, 000  00 

Henry  Moir,  Actuary 8, 000  00 

H.  Von  Sinderen,  Counsel 5.000  00 

H.  N.  Sheppard,  Assistant  Actuary 3, 900  00 

W.  S.  Gaylord,  Assistant  Secretary 6, 000  00 

Growth  of  Company 

The  business  of  the  company  shows  a  steady  growth  during  the 
period  under  examination  as  evidenced  by  the  following  table: 

Admittod  Assets  Insurance  in  Force 

1909 $23,  626,  014  17         $92,  532.  533  00 

1910 24,  981,689  26  100,214,  968  00 

1911 26,  399, 106  19  106,  047,  760  00 

1912 27,948,618  69  110,647,145  00 

1913 29, 181,  999  11  116,  360, 110  00 

Conclvsion 

During  this  examination  every  possible  assistance  has  been 
cheerfully  rendered  by  officers  and  employees.  All  records  have 
be^i  accessible  for  inspection  whenever  needed. 

From  the  above  report  it  is  apparent  that  the  company  is  effi- 
ciently managed,  its  claims  under  its  policies  promptly  settled 
and  its  policyholders  treated  fairly. 
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METROPOLITAN  LIFE  INSURANCE  COMPANY 

New  Yobk,  N.  Y. 

Examined  to  ascertain  condition^  December  31,  1912. 
Report  dated  January  7,  1914. 
Examiner:  Nelson  B.  Hadley, 

STATE  OF  NEW  YORK 

Insurance  Depabtment 

Albany,  N.  Y.,  March  23,  1914 

When  the  Metropolitan  Life  Insurance  Company  was  last 
examined  by  this  department,  Mr.  William  H.  Hotchkiss,  who 
was  then  the  Superintendent  of  Insurance  of  New  York  State, 
prefaced  the  publication  of  his  report  of  examination  with  a 
memorandum  in  which  laudatory  references  were  made  to  the 
company's  activities  in  several  of  its  departments.  Particular 
stress  was  laid  upon  the  desirability  of  encouraging  and  extend- 
ing in  this  country  the  writing  of  so-called  industrial  insurance, 
for  which  the  Metropolitan  Life  Insurance  Company  is  chiefly 
noted.  This,  I  suspect,  was  a  question  which  had  been  puzzling 
Mr.  Hotchkiss  considerably,  as  it  had  the  Armstrong  Committee 
a  few  years  before  —  the  question,  I  mean,  of  whether  private 
enterprise  should  be  left  much  longer  in  control  of  the  business 
of  supplying  industrial  insurance  to  the  masses  on  a  large  scala 
My  predecessor's  memorandum  shows  that,  whatever  his  original 
doubts  may  have  been  on  this  point,  they  were  dispelled  by  the 
showing  which  the  Metropolitan  made  under  an  examination 
which  was  searching  in  the  extreme,  and  which  I  surmise  had  in 
the  first  instance  been  undertaken  in  no  spirit  of  pre-conceived 
approval  of  the  company's  methods  and  purposes. 

Upwards  of  three  years  have  passed  since  that  examination  was 
completed,  and  today,  notwithstanding  the  fact  that  the  world  is 
steadily  growing  more  radical  in  its  attitude  toward  private  enter- 
prise as  a  suitable  agency  for  the  accomplishment  of  quasi-public 
purposes,  this  question  of  permitting  organisms  like  the  Metro- 
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politan  Life  Insurance  Company  —  stock  companies^  in  the  man- 
agement of  which,  however,  policyholders  have  certain  rights  — 
to  continue  to  supply  the  great  social  service  of  providing  indusr 
trial  insurance  to  the  masses  unchallenged  by  interference  or 
competition  from  the  state  itself,  is  not  being  agitated  to  anything 
like  the  extent  it  was  three  years  ago.  In  other  fields,  the  social- 
istic ideal  of  state  control  has  during  this  time  been  making  large 
headway,  while  in  this  field  it  has  shown  a  distinct  tendency  to 
abate.  If  this  means  anything,  it  means  that  in  the  field  of 
industrial  insurance,  however  it  may  be  in  other  directions,  pri- 
vate enterprise  has  been  splendidly  justifying  itself  by  its  works. 
Upon  no  other  ground  is  it  possible  now  for  private  enterprise  in 
any  quasi-public  field  to  escape  the  challenge  of  the  new  spirit 
that  is  abroad  in  the  land. 

The  fact  is,  the  history  and  achievements  during  the  last  decade 
of  the  Metropolitan  Life  Insurance  Company,  and  of  one  or  two 
other  of  our  large  life  insurance  companies,  present  such  shining 
examples  of  efficient  and  enlightened  business  management  —  with 
in  some  cases  a  dash  of  statesmanship  thrown  in  —  that  it  seems 
to  me  to  be  quite  as  much  the  duty  of  a  supervisory  official,  when 
an  appropriate  occasion  arises,  to  comment  favorably  upon  such 
cases  of  successful  public  service  by  business  corporations  amder 
private  control,  as  it  would  be  his  duty  under  present  conditions 
to  administer  sharp  criticism  if  the  tendency  had  been  in  the 
other  direction.  In  the  case  of  the  Metropolitan  Life,  the  responsi- 
bilities of  the  company's  management  are  shared  by  its  com- 
paratively  small  number  of  stockholders  and  its  army  of  ordinary 
policyholders  —  under  charter  provisions  designed  to  bring  about 
this  happy  union  in  a  practicable  manner.  Precisely  what  the  basis 
of  this  partnership  between  stockholders  and  policyholders  is  need 
not  be  gone  into  here.  It  is  no  part  of  the  work  of  the  Insurance 
Department  to  settle  questions  which  from  time  to  time  arise 
over  the  legal  meaning  of  charter  provisions.  That  is  a  function 
reserved,  under  our  laws,  to  the  courts.  It  is  with  the  results 
achieved  under  such  a  system  as  the  Metropolitan  has,  rather  than 
with  its  exact  l^al  character,  that  we  are  now  concerned.  I 
simply  call  attention,  therefore,  to  the  interesting  fact  that  at 
each  annual  election  of  directors  certain  of  the  ordinary  policy- 
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holders  and  the  stockholderg  of  this  company  have  the  right  to 
vote,  under  charter  provisions  which  so  far  modify  the  procedure 
of  strictly  stock  corporations  as  to  constitute  at  least  a  substantial 
recognition  of  the  theoretical  advantages  of  the  mutual  idea,  with- 
out at  the  same  time  involving  a  complete  abandonment  of  those 
fundamental  virtues  which  reside  in  the  system  of  stock  owner- 
ship. In  the  evolution  of  modem  business  the  potentialities  of 
such  a  plan  of  organization  as  the  Metropolitan  follows  are  de- 
serving, I  think,  of  very  serious  consideration. 

The  administrative  officers  of  the  company  whose  directors  are 
chosen  in  the  maimer  I  have  mentioned,  seem  to  me  not  to  have 
approached  their  task  with  any  bias  in  favor  of  stockholders  as 
against  policyholders^  or  the  reverse  —  as  might  very  well  have 
been  the  case  if  one  or  the  other  of  these  elements  had  been  in 
complete  control  of  the  company.     Bather  they  have  shown  a 
desire  to  harmonize  the  interests  of  both  elements  for  the  general 
good  of  the  organization.    In  this  tiiey  have  been  very  suooessfol. 
They  have  so  increased  the  assets  of  the  company  as  to  make  these 
equal  the  resources  of  many  states  and  even  nations.  They  have  at 
the  same  time  steadily  cheapened  the  cost  of  insurance  to  policy- 
holders, both  by  direct  means  and  by  the  distribution  of  bonusea. 
They  have  extended  the  company's  business  to  such  an  extent  as 
to  bring  it  into  contact  now  with  approximately  oneroighth  of  the 
population  of  the  entire  United  States.    That  this  notable  growth 
has  involved  no  sacrifice  of  efficiency  in  the  handling  of  adminis- 
trative details,  but  on  the  contrary  has  been  the  direct  result  of 
constantly  increasing  efficiency,  is  shown  by  the  comparatively 
small  losses  sustained  by  the  company  in  proportion  to  the  large 
investments  made,  by  the  high  earning  power  of  the  company's 
securities,  and  by  the  steady  decrease  which  has  been  taking  place 
in  the  percentage  of  managerial  expenses  to  the  company's  pre- 
mium income.    The  fact  that  the  percentage  of  lapses  due  to  the 
abandonment  of  their  insurance  by  policyholders  is  constantly 
decreasing,    speaks   eloquently  to  the  same  effect.      This  last- 
mentioned  development  is  perhaps  the  most  convincing  evidence 
which  could  be  offered  that  the  company's  policyholders  are, 
broadly  speaking,  very  well  satisfied  indeed  with  what  they  get 
in  return  for  the  premiums  they  pay. 
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A  very  remarkable  showing,  altogether.     It  is  very  largely 
explained,  it  seems  to  me,  by  the  fact  that  those  in  control  of  these 
great  companies  realize  today  that  such  institutions  must  shoulder 
responsibilities  to  the  commxinity  at  large  of  a  somewhat  different 
order  from  those  which  confronted  them  when  they  were  engaged 
in  business  in  only  a  small  way,  and  that  the  affairs  of  such  com- 
panies simply  cannot  be  administered  in  a  spirit  which  takes  only 
the  business  side  of  things   into  account     This  fundamental 
change  in  attitude  on  the  part  of  great  business  institutions  which 
have  come  up  from  small  b^innings  need  not,  it  seems,  be  ac- 
companied by  any  aetual  changes  in  the  legal  status  or  character 
of  such  organizaticxks^    In  the  case  of  the  Metropolitan  there  have 
been  no  vital  changes  in  the  company's  corporate  character  for 
many  years.     ITnd^  its  system  of  joint  control  by  stockholders 
and  ordinary  policyholders,  it  has  been  able  very  effectively  to 
rise  to  the  occasion  and  to  bring  about  all  the  changes  in  its 
methods  of  d(Mng  business  which  a  continuous  growth  has  from 
time  to  time  necessitated.    It  is  difficult  to  see  how,  if  the  burden 
of  the  administration  of  such  institution  as  this  had  during  the 
past  twenty  years  been  upon  the  shoulders  of  the  public,  the 
institution  could  have  been  made  a  particle  more  responsive  than 
it  is  to  the  constantly  changing  requirements  of  our  time.    If  the 
men  in  charge  of  such  a  company  grow  reactionary  in  their 
tendencies,  or  blind  to  the  social  progress  of  the  age,  the  move- 
ment toward  an  absorption  of  their  powers  by  the  State  itaelf 
will,  as  matters  stand,  proceed  very  rapidly.    But  in  the  case  of 
the  company  under  consideration  there  has  been  such  a  frank 
and  fearless  recognition  of  its  new  responsibilities  that  it  is  easy 
enough,  after  all,  to  understand  how  it  has  happened  that  in  the 
field  of  industrial  insurance  the  movement  toward  state  operation 
and  ownership  has  experienced  a  set-back.  Having  very  promptly 
recognized  what  the  public  may  rightfully  require  from  institu- 
tions engaged  in  the  industrial  insurance  business  —  having  in 
fact  been  largely  instrumental  in  educating  the  public  to  a  full 
realization  of  what  it  mi^t  rightfully  require — this  company 
waited  for  no  changes  in  existing  law  before  striking  out  as  a 
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pioneer  among  insurance  companies  along  the  pathway  of  social 
service  on  a  huge  scale.     The  report  of  the  examination  which 
has  just  been  completed  shows  the  extent  and  ramifications  of 
these  departures.     The  many  admirable  things  which  have  been 
accomplished  for  policyholders  and  employees  during  the  past 
decade,  are  set  forth  in  considerable  detail  in  the  following  pages. 
Leaving  out  of  consideration  the  mere  numbers  of  those  who  have 
been  directly  benefited  by  these  activities,  I  think  that  the  ex- 
ample which  the  Metropolitan  has  set  to  other  great  business 
organizations  by  its  early  recognition  of  the  new  responsibilities 
attaching  fo  all  business  enterprises  whicb  have  attained  a  certain 
size,  is  one  of  the  most  beneficial  of  recent  occurrences  in  the  field 
of  American  business.     In  carrying  out  some  of  its  remarkable 
projects  of  social  betterment,  like  the  establishment  of  its  tuber- 
culosis sanitorium  for  the  home  office  and  field  employees  of  the 
company,  it  has  had  to  overcome  many  obstacles,  even  to  the 
extent  of  invoking  court  aid  to  enable  it  to  proceed.    Fortunately 
our  court  of  last  resort  in  New  York  was  progressive  minded 
enough  not  to  withhold  its  assistance  in  this  worthy  enterpriae. 
The  tuberculosis  sanitorium  is  now  an  accomplished  fact.    But  for 
years  before  this  happened,  the  company  had,  by  means  of  edu- 
cational literature  distributed  on  a  gigantic  scale,  been  waging 
effective  warfare  against  the  dread  evil  of  tuberculosis.    For  years 
it  has  through  its  publications  upon  the  question  of  health  con- 
servation been  serving  multitudes  of  people  as  a  sort  of  universily 
of  beneficial  instmetion  upon  this  most  important  subject.     For 
years  it  has  maintained  for  its  policyholders  a  nursing  service 
upon  a  great  scale;  this  has  latterly  become  a  veritable  marvel  of 
efficiency  and  practical  helpfulness.     I  have  mentioned  only  a 
few  of  the  things  the  company  has  been  doing  in  the  field  of 
social  service,  but  I  think  that  these  will  sufficiently  show  the 
extent  to  which  this  institution  has  recognized  the  modem  truth 
that  organized  wealth  under  private  management  must,  if  it  is 
going  to  be  allowed  to  exist  at  all,  assume  certain  public  responsi- 
bilities  which   were   not   dreamed    of   under    any   of   the   old 
philosophies. 
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l^Gw  as  to  my  purpose  in  dwelling  upon  these  matters  in  a 
memorandum  like  this.  It  is  not,  let  me  hasten  to  say,  primarily 
for  the  purpose  of  praising  the  Metropolitan  Life  Insurance  Com- 
pany or  its  present  management  that  I  mention  them.  It  simply 
happens  that  this  great  institution  —  having  so  very  recently  been 
under  .our  critical  scrutiny,  and  presenting  so  many  admirable 
illustrations  of  what  an  efficient  and  enlightened  modem  business 
.  organization  on  a  large  scale  can  do  in  tKe  way  of  keeping  abreast 
of  modem  thought  —  seems  to  be  in  a  position  where  I  may  prop- 
erly  use  it  as  an  illustration  of  the  particular  point  I  had  in  mind 
when  I  decided  to  prepare  this  preface  to  the  report  of  my  exam- 
iners. My  point  is,  of  course,  that  private  initiative  and  enter- 
prise are  at  their  best  still  capable  of  doing  the  finest  possible 
work  in  fields  from  which,  latterly,  all  the  talk  has  been  that  these 
agencies  should  be  compelled  to  retire.  Those  of  us  who  have 
been  more  or  less  closely  connected  during  the  past  few  years  with 
the  work  of  the  State  are  in  a  position  to  realize  better  perhaps 
than  many  others  are,  the  strength  of  the  tide  that  is  setting  nowa- 
days in  the  direction  of  what  is  commonly  called  Socialism  —  by 
which  I  mean,  of  course,  the  taking  over  by  the  State  at  the  earliest 
possible  moment  of  nearly  every  form  of  productive  activity.  We 
have  been  in  a  position,  too,  where  we  could  plainly  see  some  of 
the  evils  which  creep  very  insidiously  into  all  public  administra- 
tion of  large  and  complicated  affairs.  Upon  me  the  effect  of  the 
experience  has  been  to  make  me  disinclined  to  see  the  movement 
toward  State  omnipotence  proceed  a  bit  faster  than  it  has  to. 
Rather  would  I  see  the  people  pause  every  now  and  then  before 
such  an  example  of  private  enterprise  as  we  are  here  considering, 
and  consider  soberly  whether,  in  the  long  run,  good  is  going  to 
come  from  substituting  political  administration  in  place  of  the 
kind  of  private  administration  which  can  apparently  be  secured 
for  such  companies  nowadays  —  and  which  can  be  safeguarded, 
of  course,  to  any  extent  the  State  may  desire  by  a  system  of  effi- 
cient governmental  supervision.  The  Metropolitan  Life  Insurance 
Company  is  only  one  of  several  great  insurance  organisms  of 
which  substantially  the  same  things  which  I  have  said  with  par- 
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ticular  reference  to  this  one  company  might  be  said  generally. 
The  Metropolitan  Life  Insurance  Company  is  by  no  means  a 
unique  example  among  business  institutions,  or  e^en  among  in- 
surance companies,  of  modem  and  enligihtened  business  manage- 
ment. Institutions  Hke  this  constitute  the  most  effective  barriers 
we  have  to-day  against  the  too  rapid  spread  of  soeialistie  ideas; 
and  that  is  why,  with  so  shining  an  example  at  hand,  I  —  who 
believe  in  making  haste  slowly  in  the  field  of  political  evolution, 
even  to  the  extent  of  putting  on  the  brakes  occasionally  —  have  not 

■ 

been  able  to  resist  the  temptation  of  pointing  specifically  to  it  in 
proof  of  what  private  enterprise  is  capable  of  accomplishing  for 
the  public  good  in  the  insurance  field. 


^0==^^ 


Superintendent  of  Insurance. 


STATE  OF  NEW  YORK  —  INSURANCE  DEPARTMENT 

New  York  Office:  165  Broadway 

New  York,  January  7,  1914. 

Hon.  William  T.  Emmet,  Superintendent  of  Insurance,  Albany, 
New  Yorh 

Sir. —  An  examination  of  the  Metropolitan  Life  Insurance 
Company  has  been  completed  and  a  report  showing  the  condition 
of  such  company's  affairs  as  of  December  31,  1912,  is  herewith 
respectfully  submitted.  This  examination  was  made  pursuant  to 
your  appointment  No.  3090,  dated  December  7,  1912,  and  has 
been  in  progress  since  December  13,  1912. 

The  last  examination  of  this  company  was  made  by  the  depart- 
ment as  of  December  31,  1909,  the  report  thereon  being  dated 
February  6,  1911. 
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The  following  Bummary  of  the  company's  operations  during  the 
three  years  since  the  last  examination  is  taken  from  its  annual 
reports: 

1910  toil  IBlt 

Leader  assets  Dec  31,  1909.  .$269,971,968  85 

Ledger  assets  Dec.  31,  1910. .  $306,692,726  65 

Ledger  assets  Dec.  81,  1911. .  $343,802,304  69 

►  . 

Premium  income  —  Ordinary.  $27,890,894  49  $31,036,432  44  $34,274,476  80 

Industrial.    48,931,897  10  51,303,413  60  54,826,526  37 

Gross  interest  and  renU....     13,508,374  53  15,513,887  69  17,272,843  87 

Other  income   448,673  31  281,539  98  412,226  48 

Total  income   $90,779,839  43     $98,135,273  71  $106,786,073  52 

Forward $360,751,808  28  $403,828,000  36  $450^588,378  11 

■ 

DMwrBemenis 

Paid  policyholders   $31,290,623  97     $34,421,570  49     $35,819,644  04 

All  other  items 23,768,457  66      25,604,125  ^8      27^74,345  38 

Total  disbursemenU    ....  $65,069,081  63    $60,025,695  77     $63,393,989  42 


1910  1911  1919 

Balance   ledger   assets $305,692,726  65  $343,802,304  69  $387,194,388  69 

Non-ledger  asseta 10,066,302  86      11^29,027  95       12,873,824  98 

Gross  assets $315,750,029  51  $355,031,932  54  $400,068,213  67 

Le»  noB-admitted  assets 1,843,857  12        2,018,455  18        2,154,770  96 

Admitted  assets    $313,915,172  39  $353,013,477  36  $397,913,442  71 

lAabiUHea 

Reserres $270,380,929  00  $306,442,065  00  $348,506,939  00 

Other  liabilities  12,865,321  36       13,631,942  49      14,563,532  06 

Capital  stodc   2,000,000  00        2,000,000  00        2,000,000  00 

Surplus 28,668,922  03       30,939,469  87       32,842,971  65 

Total  liabilities   $313,915,172  39  $353,013,477  36  $397,913,442  71 


=r 


From  the  policy  exhibits  for  the  same  years,  the  following  figures 
are  taken : 
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Number  of  Policies 

Ordinary  Department,  including  Intermediate  a/nd  Special  Claw: 

1910  1911  191i 

In  force  Dec.  31,  1909 i736,472 

In  force  Dec.  31,  1910 822,980 

In  force  Dec.  31,  1911 906,751 

Issued,   revived,  etc 175,629  183,149  209,580 

After   transfers    ;9 12,101  1,006,120  1,116,331 

Deduct  ceased    89,121  99,378  106,708 

In  force  at  end  of  year . .  822,980  ,906,751  1,009,623 

Industrial  Department: 

In  force  Dec.  31,  1909 ^,885,207 

In  force  Dec.  31,  1910 10,465,074 

In  force  Dec.  31,  1911 11,100,387 

Issued,  revived,   etc 1,691,860  1,759,564  1,847,099 

11,577,067  42,224,638  12,947,486 

Deduct  ceased    1,111,993  1,124,251  1,120,067 

Outstanding  end  of  year.  10,465,074  11,100,387  .11,827,419 

Amount  of  Insurance 

Ordinary  Department,  including  Intermediate  and  Special  Olaaa: 

1910  1911  19  i* 

In  iorce  Dec.  31,  1910 $703,252,264 

In  force  Dec.  31,  1911 $803,016,861 

Issued,   revived,   etc 168,248,756  182,785,079  197,530,539 

After  transfers    $774,952,457         $886,037,343     $1,000,546,900 

Deduct  ceased    71,700,193  83,020^82  90,283,036 

Outstanding  end  of  year.       $7{S;252i26r*>*i4a?3,0 16,361        $910,263,864 
Industrial  Department: 

19i0  iBll 

In  force  Dec.  31,  1909 $1,435,247,999 

In  force  Dec  31,  1910 $1,512,599,124 

In  force  Dec.  31,  1911 $1,696,861,72? 

Issued,  revived,   etc 264,658,041  277,544,014  290,636,816    V 

$1,699,906,940     $1,790,143,138     $1,887,498,5^ 
Deduct  ceased 187,307,816  193,281,412  192,796,303 

In  force  end  of  year....    $1,512,599,124     $1,596,861,726     $1,694,702,238 


\ 


\ 
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Number  of  Average 

Dee.  31,  191i.                                                    Polieiea                    Amount  Policy 

Ordinary  Department    1,009,623        ^10,263,864  $901  69 

Industrial 11,827,419        1,6^4,702,238  143  29 


Totals 12,837,042     $2,604,066,102 


In  the  three  years,  the  ledger  assets  of  the  company  have  in- 
creased from  $269,971,968.85  to  $387,194,388.69;  its  reserve  lia- 
bility from  $237,213,384  to  $348,506,939.  In  the  same  period, 
the  number  of  policies  has  grown  from  —  Ordinary,  736,472;  In- 
dustrial, 9,885,207;  total  10,621,679,— to  Ordinary,  1,009,623; 
Industrial,  11,827,419;  total  12,837,042.  Similar  figures  for  in- 
surance in  force  are:  1909  —  Ordinary,  $606,703,701;  Indus- 
trial, $1,435,247,999;  total  $2,041,951,700.  1912  —  Ordinary, 
$910,263,864;  Industrial,  $1,694,702,238;  total  $2,604,966,102. 

On  December  31,  1912,  the  company  had  in  its  service  3,566 
clerks  at  the  home  office  and  some  11,434  superintendents,  assist- 
ants and  agents  in  the  field,  including  the  Pacific  Coast  There 
were  some  120  employees  at  the  Pacific  Coast  head  office  and  some 
400  agents  in  its  territory.  The  agency  work  is  divided  into  dis- 
tricts. Including  the  Pacific  Coast  head  office,  there  were  413 
district  offices,  and,  in  addition,  385  detached  assistants'  offices. 
Nine  thousand  six  hundred  and  thirty-one  agents  reported  through 
the  districts  of  the  home  office,  in  addition  to  the  400  odd  agents 
of  the  Pacific  Coast  head  office.  Each  agent  is  required  to  submit 
weekly  reports  for  industrial,  intermediate  and  ordinary  business. 
These  reports  are  forwarded  to  the  home  office  weekly  by  the  dis- 
trict superintendent  or  assistant,  and  proper  entries  therefrom 
made  in  the  home  office  records. 

In  addition  to  the  large  amount  of  ordinary  and  intermediate 
business  transacted,  there  are  in  the  industrial  department  from 
35,000  to  40,000  policies  issued  weekly.  The  applications  are 
turned  over  to  the  medical  examiners  from  the  local  offices  and 
forwarded  by  the  examiners  to  the  home  office,  where  they  are 
examined  and  passed  upon  by  the  home  office  medical  department. 

In  the  case  of  accepted  applications,  policies  are  written,  ac- 
counting entries  made  and  the  policies  sent  out  to  be  delivered 
through  the  local  ofiice  and  its  agents  to  the  insured.  An  average 
of  550  death  claims  are  handled  at  the  home  office  daily,  the  greater 
part  of  same  being  paid  the  day  completed  proofs  are  received. 
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The  industrial  policies  are  weekly  premium  payment  policies. 
A  record  must  be  kept  of  the  issues,  terminations  and  weekly  col- 
lections of  premiums,  etc.,  on  all  of  the  12,000,000  policies  in 
force.  In  addition  to  the  above,  there  are  constant  changeSy  trans- 
fers from  district  to  district,  surrenders  of  policies  for  cash,  paid- 
up,  etc.,  all  requiring  action  and  record  at  the  home  o£Sce. 

It  follows  of  necessity,  by  reason  of  the  nature  of  this  business 
and  its  week  to  week  changes,  that  the  amount  of  detail  involved  is 
very  great.  It  also  follows  that  a  check  on  this  detail,  involving  a 
minute  examination  of  all  items  would  be  a  physical  impossibility, 
with  the  force  and  time  available  for  the  examination. 

We  have,  however,  endeavored  to  make  a  thorough  investigation 
of  the  various  asset  and  liability  items,  as  reported  in  the  state- 
ment, together  with  a  check  of  the  income  and  disbursements  as 
reported.  We  have  also  attempted  to  analyze  the  methods  and  sys- 
tems of  the  company  in  its  treatment  of  policyholders.  There  are 
some  items  and  certain  clerical  methods,  as  will  appear  in  the  re- 
port, which  seem  to  the  examiners  to  require  change.  In  general, 
however,  the  records  kept  are  correct  and  the  policyholders  receive 
that  to  which  they  are  entitled  by  their  policies,  and  also  valuable 
voluntary  concessions  and  services  hereafter  referred  to  in  this 
report. 

HistoricaZ 

The  charter  under  which  the  company  now  operates  was  granted 
to  the  "  National  Travelers  Insurance  Company,"  by  virtue  of  an 
Act  passed  by  the  Legislature  of  the  State  of  New  York  on  June 
24, 1868,  and  amendments  thereto.  The  formation  of  the  company 
was  authorized  by  chapter  286  of  the  Laws  of  the  State  of  New 
York,  passed  April  9,  1867.  This  act  has  been  amended  from  time 
to  time.  In  1868,  the  name  of  the  company  was  changed  to  the 
"  Metropolitan  Life  Insurance  Company." 

By  chapter  437,  parsed  May  17,  1888,  the  company  was  given 
permission  to  divide  its  business  into  two  departments,  the  books 
and  accounts  of  which  were  to  be  kept  separate  and  distinct  and 
known  respectively  as  Ordinary  Department  and  Industrial  De- 
partment. Such  separation  is  now  maintained  and  will  be  referred 
to  later  in  this  report. 

The  most  recent  amendment  was  made  May  2,  1913,  pursuant 
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to  the  proviaionfi  of  section  52  of  the  Ingurance  Law  of  the  State 
of  New  York,  as  amended  by  chapter  48  of  the  Laws  of  1918.  In 
addition  to  the  powers  already  granted,  the  company  is  to  have  the 
power  of  making  all  and  any  of  the  following  kinds  of  insurance : 
1.  Health,  2.  Accident  and  Disability,  3.  Liability. 

Organization 

By  its  charter  as  amended,  the  corporate  powers  of  the  company 
are  vested  in  and  exercised  by  a  board  of  directors  and  such  officers 
and  agents  as  the  board  may  appoint  and  empower.  The  directors 
must  consist  of  at  least  thirteen  and  not  more  than  twenty-five  i)er- 
sons,  a  majority  of  whom  must  be  citizens  of  the  State  of  New 
York.  The  present  board  consists  of  twenty-five  persons.  Two- 
thirds  of  the  directors  must  hold  in  their  own  right,  or  in  a  repre- 
sentative capacity,  a  majority  in  amount  of  the  capital  stock  of 
the  company.  This  capital  stock  consists  of  $2,000,000,  divided 
into  shares  of  the  par  value  of  $25  each.  The  remaining  one-third 
of  the  directors  may  be  such  persons  as  shall  hold  life  or  endow- 
ment policies  in  the  company,  on  which  they  shall  pay  premiums 
of  at  least  $100  per  annum,  or  shall  be  entitled  to  an  annuity  of 
at  least  $100  per  annum  from  the  company. 

Since  April  22,  1902,  the  right  to  vote  has  been  extended  to 
polie^olders  whose  policies  have  been  a  year  or  more  in  force; 

At  the  annual  meeting  held  April  2,  1913,  tliere  were  cast  for 
the  election  of  directors  217,72'9  votes.  Of  these,  75,683  votes 
were  those  cast  as  stockholders,  and  142,046  by  policyholders. 

The  board  of  directors  meets  monthly  or  oftener  on  special  call. 
The  board  has  two  standing  committees  appointed  by  the  president 
with  its  concurrence,  namely  —  Finance,  consisting  of  six  mem- 
bers ;  and  Auditing,  consisting  of  three  members.  These  commit- 
tees, and  also  the  board  of  directors,  each  keep  records  of  their  pro- 
ceedings. The  standing  committees  meet  at  the  call  of  the  presi- 
dent, and,  in  addition,  may  prescribe  stated  meetings. 

It  is  tilie  duty  of  the  Auditing  Committee  to  examine  all  vouch- 
ers and  audit  accounts,  bills  and  expenses  of  the  company. 

It  is  the  duty  of  the  Finance  Committee  to  examine  and  have 
general  supervision  over  all  the  credits,  vouchers,  funds,  property, 
investments  and  financial  affairs  of  the  company.     Allowances  to 
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sick  or  disabled  employees  are  authorized  by  the  Finance  Com- 
mittee. During  the  year  1912,  seventy  meetings  of  the  Finance 
Oommittee  are  reported. 

The  practice,  referred  to  in  the  1909  report  (page  68),  of  au- 
thorizing purchases  of  securities  by  blanket  resolution  is  still  fol- 
lowed.   This  resolution  is  as  follows : 

"  On  tmotion,  it  was  Resolved,  That  the  officers  be  and  the7  hereby  are 
authorized  to  purchase  bonds  of  issues  now  held  by  the  company  that  are 
legal  investments  to  an  amoimt  not  to  exceed  $500,000;  such  purchase  shall 
be  duly  reported  to  this  committee." 

Investments  are  authorized  to  be  made  in  the  name  of  the  com- 
pany in  its  corporate  capacity.  Such  investments  are  allocated  to 
the  various  departments,  ordinary,  intermediate  and  industrial,  by 
the  officers.  In  making  this  allocation,  the  officers  take  into  ac- 
count the  funds  on  hand  in  the  respective  departments  and  also 
whether  or  not  the  investment  to  be  made  is  in  addition  to  pres^it 
holdings  of  the  same  securities.  In  the  latter  case,  subsequent 
purchases  are  allotted  to  the  department  which  already  owns  the 
same  security. 

Officers 
The  officers  of  the  company  are  as  follows : 

Office  Name  Salary  (19ti 

President,  John  R.  Hegeman ^0,000 

Vice-President,   Haley    Fiskc 86,000 

Second  Vice-President,  George  H.  Gaston 98,600 

Third  Vice-President,  George  B.  Woodward 29,000 

Fourth   Vice-President,    Frank   0.   Ayres 24^000 

Fifth  Vice-President,  F.  F.  Taylor 16,000 

Sixth  Vice-President,  Lee  K.  Frankel,  Ph.  D 17,000 

Treasurer,  Frederick  H.  Ecker 40,000 

Assistant  Treasurer,  Henry  W.  George 6,600 

Secretary,  James  S.  Roberts 11,000 

Assistant  Secretary,  G«orge  B.  Scott 11,000 

Assistant  Secretary,  James  V.  Barry 13,000 

Assistant  Secretary,  John  R.  Hegeman,  Jr 6,000 

Assistant  Secretary,  J.  J.  Thompson 6,000 

Assistant  Secretary,  T.  R.  Richardson 6,500 

Assistant  Secretary,  George  O.  Penhallow 7,500 

Actuary,  James  M.  Graig 29,000 

Assistant  Actuary,  Charles  G.  Reiter 9,000 

Assistant  Actuary,  James  C  Brown 6,000 

Assistant  Actuary,  James  D.  Craig 5,160 
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Office  Name  Salary  {1912) 

Asftistant  Actuary,  Raymond  V.  Carpenter  (1913) $5,200 

Comptrollelr,  Walter  Stabler 18,000 

Medical  IMrector,  Thomaa  H.  Willord,  M.  D 17,000 

Medical  Director,  Augustus  8.  Knight,  M.  D 17,000 

Assistant  Medical  Director,  W.  S.  Manners,  M.  D 7,760 

Assistant  Medical  Director,  £.  M.  Holden,  M.  D 7,750 

Assistant  Medical  Director,  D.  M.  Oedge,  M.  D 6,250 

Assistant  Medical  Director,  J.  Bergen  Ogden,  M.  D 7,500 

General  Counsel,  Stewart  L.  Woodford   (deceased) 

General  Solicitor,  William  J.  Tully 20,000 

General  Attorney   

Auditor,  Walter  R.  Quick 5,750 


The  president  and  vice-president  are  elected  for  one  year,  or 
until  a  successor  is  elected  by  the  board  of  directors.  Other  oflScers 
are  appointed  by  the  board  and  hold  office  until  their  successors  are 
appointed. 

The  officers  and  their  respective  duties  are  practically  the  same 
as  at  the  time  of  the  last  report.  Three  new  offices  have  been 
created.  A  sixth  vice-president  is  now  in  charge. of  the  welfare  and 
health  work.  This  was  form-erly  handled  by  an  assistant  secretary, 
who  was  under  the  vice-president.  The  offices  of  auditor  and  as- 
sistant treasurer  have  been  established.  Their  duties  are  such  as 
may  be  designated  by  the  president,  vice-president  or  treasurer. 

Administrative  Subdivisions 

The  company  maintains  two  offices  of  issue.  The  greater  part 
of  its  business  is  done  through  the  home  office  in  New  York  City. 
The  meetings  of  the  board  of  directors  are  held  there  and  the 
executive  offices  are  located  there.  The  general  administration  of 
the  company  is  conducted  from  the  New  York  home  office. 

The  Pacific  Coast  head  office  is  authorized  to  make  loans  on  poli- 
cies, but  apart  from  this,  all  investments  are  made  through  the 
home  office. 

The  other  office  of  issue  is  at  San  Francisco,  California,  the 
business  being  in  charge  of  one  of  the  assistant  secretaries  of  the 
company. 

In  both  offices,  the  business  is  divided  into  two  main  sub- 
divisions: (1)  Ordinary  —  This  includes  the  intermediate 
branch,  special  class  and  reinsured  ordinary  business.     (2)  Indus- 
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trifil  —  This  covers  all  business,  including  reinsurance,  on  whidi 
premiums  are  collectible  weekly. 

This  subdivision  is  made  pursuant  to  the  provisions  of  the  char- 
ter already  noted.  This  provision  gave  permission  to  divide  the 
business  into  two  departments,  the  books  and  accounts  of  which 
should  be  kept  separate  and  distinct.  This  subdivision  of  accounts 
is  carried  further  by  the  separation  of  the  business  and  accounts  of 
the  intermediate  branch  of  the  ordinary  department  At  the  end 
of  the  year,  the  transactions  in  this  branch  are  combined  with  the 
ordinary  for  statement  purposes.  In  maintaining  this  subdivision, 
the  company  keeps  three  complete  sets  of  accounts.  Industrial, 
Ordinary  and  Intermediate  branch.  A  general  ledger  for  each  is 
kept  and  the  assets  and  liabilities  allocated  to  each.  There  is  also 
a  ledger  for  the  industrial  business  at  the  Pacific  Coast  head  office. 

These  four  ledgers  are  required  to  make  up  the  annual  state- 
ment of  the  company. 

In  both  ordinary  and  industrial  departments,  the  work  is  divided 
according  to  territorial  location  into  eight  sections  and  the  Pacific 
Coast 

The  work  of  the  intermediate  branch  is  kept  separate  from  that 
of  the  ordinary,  and  is  in  charge  of  the  intermediate  manager. 
The  methods  employed,  accounting  and  actuarial,  except  in  some 
details,  are  the  same;  as  those  in  the  ordinary. 

The  methods  of  handling  the  issues,  terminations,  premium  col- 
lections, etc.,  of  an  ordinary  policy  are  largely  the  same  as  those 
in  the  intermediate  and  special  class.  Because  of  the  different 
nature  of  the  business,  the  industrial  department  methods  are 
noticeably  different  Charges  of  a  general  charscter  for  the  com- 
pany as  a  whole,  the  making  of  investments,  care  of  its  buildings, 
etc.,  are  handled  through  the  industrial  department,  proper  <Aarge8 
or  credits  for  same  being  transferred  to  the  other  departments  on 
memoranda. 

For  purposes  of  examination,  it  was  necessary  to  divide  the 
work  into  three  parts  at  the  home  office.  That  is.  Ordinary  De- 
partment, Intermediate  Branch  and  Industrial  Department.  Ex- 
aminers were  also  detailed  to  San  Francisco  to  examine  the  ac- 
counts of  the  Pacific  Coast  head  office. 
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Accounting 
Ordinary  and  Intermediate:     The  priBcipal  books  of  account  in 
the  ordinaiy  department  are: 

1.  General  ledger. 

2.  General  cash  book. 

3.  Blotter. 

Subsidiary  to  these  are : 

i.  Home  of&ce  premium  books,  subdiyided  into  window  and  mail. 

2.  Agency  auxiliary  eash  book. 

3.  Policy  loan  auxiliary  cash  book. 

4.  Special  dass. 

a.  Cash  book. 

b.  Blotter, 
c  Ledger. 

d.  Fund  book. 
6.  Ooyenant  Mutual. 

a.  Cash  book. 

b.  Blotter. 

e.  Ledger. 

d.  Fund  book. 
6.  Vermont  Life. 

a.  Real  estate  rental  cash  book. 

b.  Cash  book. 
c  Blotter. 

d.  Ledger. 

e.  Fund  book. 

There  are  also  numerous  books  of  record,  including  check 
booksy  balance  books,  expense  analysis,  memo  of  stocks  and 
bonds,  reinsurance,  records  of  deposits,  certificates  of  deposit,  in- 
stallment payments,  premium  loans,  premium  notes  and  dividends. 

The  accounting  methods  of  the  intermediate  branch  are  prac- 
tically the  same  as  those  of  the  ordinary  department. 

Industrial:  In  this  department,  the  principal  books  of  account 
are  the  general  ledger,  general  cash  book  and  blotter.  In  addition 
to  these  three  main  books  of  account,  the  following  subsidiary 
books  are  in  use: 

Miscellaneous. 

Brinting  and  binding. 

OcifUffiiesary. 

Renting  section. 

Real  estate. 

Surety  bonds. 

Section  reoeipi  sad  disbursement  books  A,  iB,  C,  D,  <£,  F,  G,  and  fl. 
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The  general  ledger  containB  the  accounts  necessary  to  make  up 
the  income  and  disbursements^  ledger  assets  and  ledger  liabilities 
of  the  home  office  industrial  department  for  the  annual  statement. 

Financial  Statement 

The  examiners  have  prepared  the  following  financial  statement; 
covering  the  transactions  for  the  year  1912.  This  statement  haa 
been  subdivided  to  show  the  transactions  of  the  ordinary  depart- 
ment, including  the  intermediate  branch,  the  industrial  depart- 
ment, and  the  company  as  a  whole. 
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The  postings  to  the  ledger  accounts  were  verified  by  means  of 
schedules  prepared  from  the  cash  book  and  journal.  The  various 
cash  books  were  then  checked  by  making  a  test  of  cert&in  months, 
both  as  to  footings  and  proper  allocation  of  items.  In  making  this 
test,  vouchers  and  credit  slips  were  examined. 

Income 

Premiums:  A  test  check  was  made  of  the  industrial  premium 
income,  by  checking  agents'  collection  books  to  superintendents' 
summaries  of  the  collections  of  the  district.  These  reports  were 
traced  to  the  premium-  account  in  the  general  ledger  at  the  home 
office.  In  the  ordinary  department  and  intermediate  branch,  items 
of  premium  income  were  verified  by  test  checks  from  the  premium 
renewal  cards  into  the  agents'  reports.  Payments  at  the  home 
office  were  also  verified.  These  reports  and  payments  were  then 
^  checked  into  the  general  ledger  premium  account 

In  the  collection  of  industrial  premiums  the  company  allows  a 
reduction  of  10  iper  cent,  to  the  policyholders  who  pay  premiums 
direct  to  the  home  office  or  the  various  district  offices.  In  the  dis- 
trict offices,  the  reduction  is  allowed  only  when  the  premiums  are 
thus  paid  continuously  for  one  year. 

Interest  and  rents  —  industrial:  The  examiners  have  added  to 
the  item  "  Interest  on  premium  liens,  industrial  department," 
$654.31,  representing  the  interest  on  liens  cancelled  by  lapse  dur- 
ing 1912,  the  company  purchasing  the  policies  for  the  amount  of 
the  liens,  plus  the  accrued  interest,  and  have  included  a  like 
amount  in  the  disbursement,  "  Liens  voided  by  lapse." 

Disbursements 

Branch  offices  expenses:  The  examiners  made  this  item  in  the 
industrial  department  $4.50  less  than  that  reported  by  the  com- 
pany, due  to  an  error  by  the  company  in  charging  this  amount, 
which  was  paid  for  surety  bonds,  to  agents'  sundries,  which  comes 
under  this  line.  Payments  for  surety  bonds  should  be  included  in 
home  office  expenses. 

Line  27 :  Items  of  printing  and  stationery  and  exchange  have 
been  increased  by  the  examiners  in  an  aggregate  of  $902.75.    This 
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represents  expenses  of  the  Staff  Savings  Fund,  -which  were  errone- 
ously charged  to  that  account  on  the  home  office  books  instead  of 
the  above  item.  The  item  of  Staff  Savings  Fund,  under  line  38, 
has  been  decreased  in  a  like  amount. 

In  the  industrial  department,  the  expense  item  for  express  has 
been  decreased  by  $3.50,  this  amount  being  added  to  convention 
expense  included  in  the  home  office  expense. 

Commissary  department:  The  accounts  of  the  commissary  de- 
partment were  examined  and  verified.  The  accounts  of  this  de- 
partment, from  which  the  cost  of  service  per  meal  is  determined, 
are  kept  on  an  incurred  basis.  The  net  cost  for  the  year  1912  was 
$185,313.80;  the  rental  value  of  space  occupied,  28,707  eq.  ft., 
$50,030 ;  making  a  total  of  $235,343.80.  Eight  hundred  and  forty- 
seven  thousand  three  hundred  and  ninety-three  meals  were  served 
at  a  net  cost  of  21.868  cents  per  meal.  Including  rent,  the  cost 
was  27.773  cents. 

The  accounts  of  the  printing  and  binding  division,  staff  savings 
fund,  renting  section,  etc.,  were  also  examined  and  are  referred 
to  elsewhere  in  the  report. 

Expense  analysis:  In  connection  with  the  examination  of 
vouchers,  a  test  of  the  distribution  of  expenses  was  made  and  same 
were  analyzed  and  the  allocation  of  all  receipts  and  disbursements 
verified  for  the  following  periods  and  books: 

Miscellaneous  Gash  Books 

January,  1912. 
April,  1912. 
August,  1912. 
iNovember,  1912. 

Section  Receipts  and  Disbursements  Books 

Section  F,  January,  1912. 
Section  C,  March. 
Section  D,  May. 

A  transcript  of  the  totals  by  months  of  the  expense  analysis  has 
been  made.    A  few  errors  were  found  in  the  allocation  of  expenses. 

Apportionmeni  of  salaries  and  expenses:  At  pages  90  and  91 
of  the  printed  1909  report,  reference  was  made  to  the  basis  upon 
which  general  salaries  and  expenses  were  divided  between  the  three 
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departments  and  a  new  basis  of  allocation  suggested.    For  1912^ 
the  subdivisions  were  made  on  the  following  basis: 


basis 

Total 

Industrial 

Ordinary 

Intermediate 

1  Firemium     ineoma:     ^Industrial* 

p«r  emt.;  intennediato,  14.05 
per  cent 

2  86  per  cent,  industrud;  vBiyinc  in 

ordinary  and  intermediate 

3  Baaia  of  home  office  olerka:  In- 

duatrial.  74.30  per  eent.;  ordi- 
nary,   13.75   per   cent.;   inter- 
meoiate,  11.95  per  cent 

4  Varying    percentages,    averaging 

industrial,  76.62  per  cent.;  ordi- 
nary,   14.28   per   cent.;   inters 
meoiate,  9.08  per  cent 

5  Same  as  four  but  averaging:   In- 

dustrial. 43.81  per  cent.;  ordi- 
nary,   25.42   per   cent.;   inter- 
mediate, 30.77  per  cent 

6  Ordinary,  58.98  per  cent.;  inter- 

mediate, 41.02  per  cent 

$1,114,722  87 
702.616  77 

307,733  40 

347,405  00 

246,182  67 
123.320  60 

$678,028  81 
507.224  25 

228,645  92 

266.212  03 

107.857  35 

$282,002  55 
63.218  32 

42,313  34 

49.638  09 

62.592  38 
72,735  42 

$154,691  51 
42.174  20 

36.774  14 

31,554  88 

75,732  94 
50,585  27 

Total   averages:     Industrial, 
66.07  per  cent.;  orcUnary. 
20.14     per     cent.;     inters 
mediate.  13.78  per  cent 

$2,841,981  40 

$1,877,968  36 

$572,500  10 

$391,512  94 

*  Indudes  certain  salaries  divided  on  proportions  of  non-participating  premiums  only. 

The  percentages  of  policies  in  force  December  31^  1912,  and 
premiums  during  the  year  in  the  three  departments  were: 


Industrial  .  , 
Ordinary  .  . 
Intermediate 


No.  of  PolieUM 

Premium  Income 

92.13% 

02.10% 

3.48 

23.85 

4.28 

14.05 

Assets 

Cash  in  office  was  counted  before  the  opening  of  business  on 
January  2,  1913.  Bank  balances  were  reconciled  with  certificates 
furnished  by  the  various  banks  and  trust  companies  of  deposit 
Stocks  and  bonds  were  counted  and  mortgages  and  deeds  to  real 
estate  examined  and  verified.  The  real  estate  is  carried  by  the 
examiners  at  the  company's  figures,  pending  the  results  of  depart- 
mental appraisals.  Stocks  and  bonds  are  allowed  in  the  statement 
at  the  valuation  as  audited  by  the  insurance  department.  The 
various  schedules  of  assets,  A,  B,  D  and  E,  were  verified,  both 
in  toto  and  as  to  the  interniepartment  subdivisions,  including 
priwcipal  amount,  interest,  rent,  etc. 
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Items  4  and  5  —  policy  loans,  liens,  etc. :  These  items  are 
mainly  in  the  ordinary  department  and  intermediate  branch.  The 
loans  made  by  the  Pacific  Coast  ihead  office  are  at  that  office  and 
were  yeriiied  in  San  Francisco.  The  home  office  loans  were  checked 
and  found  to  be  substantially  correct.  Two  items,  aggregating 
$420,  were  omitted.  The  company's  figures,  $19,122,969.51,  have 
been  used  in  the  statement.  Tests  were  made  which  established 
that  the  loans  made  were  on  policies  in  force,  were  not  in  excess 
of  the  reserve,  and  were  made  to  the  proper  parties  in  interest 

Test  checks  were  also  made  of  interest  paid  in  advance  and 
accrued. 

The  item  of  premium  loans  is  largely  composed  of  premium 
loans  on  policies  of  other  companies,  the  business  of  which  has 
been  reinsured  by  the  Metropolitan. 

The  company  did  not  compute  the  unearned  or  accrued  interest 
on  premium  liens  and  notes.    The  items  are  respectively: 

Unearned  interest    $4,338  48 

Accrued  interest 2,071  89 

These  amounts  have  been  included  in  the  examiners'  statement. 

Assets: 

Line  10. — 'The  company's  report  is  $30,691.20  for  both  depart- 
ments. The  examiners  have  made  this  item  in  the  ordinary  depart- 
ment $36,474.16,  and  in  the  industrial  a  negative  asset  of 
$147,091.15. 

Line  11. —  The  company  reported  $100,958.37.  The  examiners 
make  this  figure  in  the  ordinary  department  $161,379.18,  and 
industrial,  $80,887.38. 

Deferred  premiums:  Test  checks  were  made  of  the  accuracy  of 
gross  deferred  premiums  and  the  same  was  found  to  be  substan- 
tially correct  Similarly,  the  gross  amount  of  due  and  uncollected 
premiums  was  examined  and  the  resulting  differences  found  to 
be  so  small  that  they  were  disregarded  by  the  examiners  and  the 
company's  figures  used  in  compiling  the  financial  statement 

Industrial:  Because  of  the  nature  of  the  contract,  there  are 
no  deferred  premiums  in  the  industrial  department  The  gross 
uncollected  premiums  are  computed  from  special  reports  sent  in 
by  the  agents  at  the  end  of  the  year,  to  which  is  added  the  amount 
of  one  weekly  debit.  Test  checks  were  made  and  the  substantial 
ftccuracy  of  the  gross  and  net  uncollected  premiums  established. 


Reports  on  Official  Examinatiow  687 

Salaries  paid  in  advance:  The  examiners  have  added  in  tie 
non-ledger  assets  the  item  '^  Salaries  paid  in  advance  in  the  ordi- 
nary department,  $3,603."  In  preparing  the  annual  statement, 
the  company  deducted  this  amount  from  the  liability  item,  "  Un- 
paid bills."  The  examiners  have  reported  the  liability  item  gross 
and  deducted  the  asset  item  as  an  asset  not  admitted. 

Liabilities 

Death  claims  and  matured  endowments:  The  reserve  for  unre- 
ported death  claims  has  been  increased  and  included  in  liability 
on  account  of  death  claims  rather  than  the  $450,000  reserve  in- 
cluded in  the  contingent  liabilities  as  reported  by  the  company  in 
line  36. 

Surplus:  As  a  result  of  changes  made  by  the  examiners,  the 
surplus  of  the  company  is  $32,948,13^7.91  as  against  $32,842,- 
971.65  reported  in  the  "  Green  Book  "  after  audit  by  the  insur- 
ance department  These  changes  are  nearly  all  by  reason  of  in- 
form>ation  received  subsequent  to  the  filing  of  the  company's 
statement. 

Keal  Estate 

On  December  31,  1912,  this  company  owned  twenty-five  parcels 
of  real  estate,  consisting  of  the  Metropolitan  building  or  home 
office,  the  annex,  thirteen  office  buildings  in  various  parts  of  the 
country,  a  storehouse  in  the  Bronx,  eight  parcels  acquired  through 
foreclosure,  and  a  sanitorium.  The  total  cost  of  these  properties 
was  $26,731,390.94,  and  they  are  carried  on  the  books  of  the 
company  at  $23,721,810.71.  As  a  result  of  appraisals  by  this 
department  in  1910,  the  board  of  directors  authorized  the  follow- 
ing reductions  in  book  value,  viz : 

Home  office  building   (during  next  five  years) $2,784,638  00 

Annex  bailding   (during  next  five  years) 153,000  00 

Waehington  building  5,611  98 

Chicago  building    6,636  60 

Baltimore  building  at  Columbus  avenue 3,310  12 

Boston  building   4,598  20 

Burlington  building  9,466  54 

The  first  two  items  are  being  charged  off  at  the  rate  of  $556,- 
92^.60  and  $30,600.00  each  year  respectively,  and  the  rest  were 
charged  off  in  1911, 
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Of  the  eight  parcels  acquired  through  foreclosure,  seven  have 
been  acquired  since  the  last  examination.  The  other  was  ac- 
quired in  1907.  A  certificate  of  extension,  from  December  5. 
1912,  to  December  5,  1917,  has  been  granted  on  this  property. 

Two  of  the  parcels  were  under  contract  of  sale  at  the  end  of 
the  year,  and  a  third  has  been  sold  this  year. 

Home  office  and  annex:  The  renting  section  has  charge  of  the 
home  office  building  and  annex. 

• 

Schedule  " B " 

Mortgages  owned:  All  matters  relating  to  mortgage  loans  are 
under  the  supervision  of  the  treasurer,  subject  to  the  approval  of 
the  finance  committee  and  the  board  of  directors. 

On  December  31,  1912,  the  mortgages  owned  were  found  to  be 
as  follows: 

DepartTMiU  Number  Amount 

Ordinary 399  $35,685,618 

Intermediate 202  30,480,270 

Industrial 483  93,444,105 

1,084      $159,609  993 

Average  loan,  $147,241.69. 
Average  interest  rate,  5.296%. 

General  remarks:  In  cases  of  interest  due  over  thirty  days, 
interest  on  interest  is  paid. 

The  methods  of  making  the  loans,  including  the  application  for 
same,  architect's  services  «ind  the  placing  of  insurance  are  the 
same  as  outlined  in  the  1909  report.  The  fire  insurance  is  re* 
quired  to  be  placed  through  Dutcher  &  Edmister.  The  company's 
architect  is  Mr.  D.  Everett  Waid. 

Reserves. 

The  reserve  liability  on  policies  in  force  in  each  of  the  three 
divisions  of  the  company  was  verified. 

Limitation  of  insurance:  An  examination  and  check  was  made 
of  the  computations  from  which  the  limitation  as  to  amount  of 
new  ordinary  business  written  by  the  company  was  arrived  at. 
For  the  year  1911,  the  computation  was  made  upon  an  incurred 
basis,  but  for  1912  a  cash  ba^is  was  used,  as  a  result  of  'which  the 
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amount  of  new  business  permitted  was  increased  by  $1,632,000. 
During  1912,  the  company  exceeded  the  amount  it  could  write, 
according  to  the  provisions  of  the  section,  by  $670,538,  which 
amount  was  deducted  from  the  amount  it  could  write  in  1913. 


Terminations 

During  the  year  1912,  by  the  company's  policy  exhibit,  there 
were  found  the  following  terminations : 

Ordinary  Department:  Number  Amount 

By  death  and  maturity  of  endow-ments 9,622        $7,801,031  00 

AH  other  terminations 97,086         82,482,005  00 

106,708      $90,283,036  00 

Industrial  Department:  Number  Amount 

By  death  and  -maturity  of  endo^vments 153,217      $18,120,581  00 

AU  other  terminations   966,850       174,075,722  00 

1,120,067     $192,796,303  00 


Ordinary  department:  In  connection  with  the  verification  and 
examination  of  terminations,  a  check  was  made  to  establish  the 
accuracy  of  the  policy  exhibit.  In  addition  to  this  work,  the  in- 
vestigation included  an  examination  of  the  company^s  methods 
used  in  closing  out  terminated  cases,  computation  of  surrender 
values  and  treatment  of  'policyholders  generally. 

Policy  exhibit. — ^Issues,  revivals,  etc.,  were  checked  in  connec- 
tion with  the  verification  of  the  reserves.  The  figures  in  the  policy 
exhibit  for  these  items  are  taken  from  the  classification  register. 
The  other  items  are  made  up  from  the  various  cancellation 
registers. 

The  accuracy  of  these  records  was  established  by  a  series  of 
checks  from  the  agents'  reports,  renewal  cards  and  an  examination 
of  individual  cases  terminated. 

Items  10  and  11  —  Ceased  by  death  and  matured  endowments. 
—  The  figures  used  in  these  items  are  taken  from  the  cancellation 
registers.  As  elsewhere  reported,  only  closed  cases,  either  paid  or 
rejected,  are  entered  in  these  registers.  At  the  end  of  the  year,  a 
schedule  of  pending  claims  is  referred  to  the  actuarial  division 
and  the  amount  of  reserve  on  same  deducted  iroxa  the  ^ross  liabil-' 
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itj  called  for  by  the  classification  registers.  In  setting  up  the 
policy  exhibit^  the  starting  figures  for  the  insurance  in  force  are 
the  gross  shown  by  the  classification  registers.  Likewise,  in 
arriving  at  the  deductions,  the  amount  ceased  by  death  and  ma- 
turity of  endowments  are  the  amounts  paid  during  the  year  on 
such  claims  and  endowments.  Any  difference  from  the  face 
amount  ceased  by  reason  of  compromise,  rejection,  etc.,  is  termed 
a  "  forfeiture  "  and  is  included  in  item  14,  "  Ceased  by  lapse.** 
During  1912,  this  balancing  item  of  forfeitures  amounted  to — 

Special  claas   $4, 120  00 

Ordinary  47, 02a  00 

Intermediate    24, 447  00 

$75, 589  00 

Item  12  —  By  expiry, —  Expirations  arise  from — 

a.  Regular  term  ineurance. 

b.  Automatic  extended  insurance. 

c.  E^irations  on  matured  endowments. 

Policies  were  formerly  issued,  by  which  a  portion  of  the  face 
amount  only  matured  as  endowments.  The  balance  was  term  in- 
surance and  expired  with  the  maturity  of  the  endowment.  This  is 
the  explanation  for  item  (c)  above. 

Item  13  —  By  surrender, — There  were  36,839  policies  for 
$27,736,685  of  insurance  surrendered  during  1912. 

By  far  the  greater  part  of  the  surrenders  is  for  cash  or  in 
liquidation  of  loans.  In  case  of  an  equity  over  the  amount  of  the 
loan,  on  demand  made,  the  policy  is  revived  and  again  surrendered 
for  the  balance  of  the  cash  value  represented  by  such  equity. 

Item  14  —  By  lapses, —  There  were  59,754  cases  of  lapses  for 
$52,778>970  insurance.  This  included,  in  the  special  class,  divi- 
dend additions  to  the  amount  of  $6,316.  It  also  included  other 
oases  of  lapses  in  which  a  surrender  value  existed  and  might  be 
demanded. 

Item  15  — By  decreases. —  The  amount  of  this  item  is  derived 
from  two  sources : 

a.  Changes  to  paid-up  life  or  endowment. 

b.  Extended  term. 

The  first  is  self-explanatory.  The  second  arises  on  account  of  a 
loan  or  indebted9efl9<    The  policy  is  extended  for  the  net  amount. 
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Items  6  and  7  —  Additions  and  deductions:  Details  of  the 
Pacific  Coast  Head  Office  intermediate  and  special  class  transfers 
were  not  analyzed.  The  balance  of  the  items  were  made  up  as 
follows : 

a.  Changes  to  continued  insurance  —  6,192  policies ;  amount  of  insurance  — 

$4,308,365. 

b.  Changes  to  paid-up  insurance  —  928  policies;   amount  of  insurance  — 

1215,206. 
e.  Regular  changes  —  4,849  policies;  amount  of  insurance  —  $8,050,689. 

d.  Paid-up  insurance  reinstated  —  9  cases;  amount  of  insurance  —  $1,631. 

e.  Extended     teran    reinstated  —  2,627     cases;     amount    of     insurance  — 

$1,779,444. 

f.  Changed  issrue  —  785  policies;  amount  of  insurance  —  $816,804. 

g.  Pacific  Coast  head  office,  special  class  — 1,041  cases;  amount  of  insur- 

ance—  $768,817. 
Totals,  16,421;  $15,940,956. 

(a).  This  includes  policies  changed  or  continued  as  extended 
insurance.  Any  indebtedness  deducted  from  the  face  amount  is 
charged  off  as  a  decrease  (Item  15). 

(b).  This  includes  changes  to  paid  up.  The  difference  between 
the  original  and  paid  up  is  also  charged  off  as  a  decrease. 

(c).  This  includes  changes  from  one  kind  of  policy  to  another. 

(d)  and  (e).  This  is  the  reverse  of  items  (a)  and  (b).  The 
amount  previously  charged  off  as  a  decrease  is  credited  as  a 
revival. 

(f).  Befers  to  changes  of  policy  involving  the  issue  of  a  new 
contract  under  a  new  number. 

Item  3  —  Revivals:   This  is  made  up  as  follows: 

Regular  reyivals    32,328  $25,662,824 

Extended  insurance  revived 66,062 

Paid-up  insurance  revived 2,220 

Dividend  additions  revived 17,795 

Mortuary  additions  revived 1,709 

Totals 32,328        $25,750,610 


Treatment  of  policyholders:  After  his  policy  is  on  the  books  of 
the  home  office,  dealings  with  the  policyholder  are  mainly  through 
the  correspondence  division.  Exceptions  to  this  are  in  cases  of 
loans  and  changes  in  method  of  premium  payment  The  greater 
part  of  the  work  of  the  correspondence  division  has  to  do  with 
termixii^tioiis. 
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A  conservation  division  seeks  to  supplement  the  correspondence 
division  in  its  efforts  to  conserve  or  revive  business.  It  operates 
through  a  corps  of  inspectors.  These  inspectors  take  up  cases 
after  the  agents  have  failed  to  collect  premiums,  and  by  personal 
interviews  endeavor  to  effect  revivals  or  arrange  for  a  settlement 
under  one  of  tie  policy  options. 

The  follov^ing  memorandum  has  been  submitted  by  the  com- 
pany, covering  its  system  of  computing  surrender  values : 

"On  ordinary  policies  we  have  three  sets  of  values,  namely,  those  applying 
on  all  policies  issued  prior  to  January  1,  1901;  those  issued  between  January 
1,  1901,  and  January  1,  1907,  and  those  polieies  issued  subsequently.  Those 
applying  on  policies  issued  prior  to  January  1,  1901,  are  based  upon  the 
combined  experience  table  with  4  per  cent,  interest  and  those  applying  on 
policies  issued  subsequently  are  predicated  upon  the  American  Experience 
Table  with  3^  per  cent,  interest. 

"  On  all  policies  issued  prior  to  May,  1897,  no  surrender  values  appear  in 
the  policies  at  all.  From  May,  1897,  to  August,  1899,  the  scale  of  values  ap- 
pearing in  the  policies  was  computed  by  taking  50  per  cent,  of  the  reserre 
for  the  third  year  and  gradually  increasing  as  the  years  go  on.     In  August, 

1899,  a  complete  new  set  of  surrender  values  was  computed  and  was  made 
retroactive.  These  values  are  in  exicess  of  the  values  computed  in  1897  so  that 
they  may  be  used  now  for  all  policies  issued  up  to  and  including  December  31, 

1900.  In  a  majority  of  cases,  they  are  considerably  in  excess  of  the  values 
appearing  in  the  policy.  The  scale  of  per  cents,  used  in  oomfMiting  the 
various  values  is  attached  hereto  as  a  separate  memorandum. 

"  On  all  policies  issued  between  January  1,  1901,  and  December  31,  1906, 
the  same  per  cents,  of  the  reserve  were  used  in  calculating  the  cash  and  loan 
values  as  were  used  in  the  last  set  of  values  on  the  old  policies  just  men- 
tioned, but  changing  from  the  combined  to  the  American  Experience  pro- 
duced new  results.    The  actual  figures  as  reconvputed  a4>pear  in  the  rate  book. 

"  In  coimputing  the  paid-up  insurance  prior  to  January  1,  1907,  the  general 
rule  was  to  give  proportionate  parts  in  all  cases  where  the  premiums  were 
paid  for  a  limited  number  of  years.  On  the  Whole  Life  and  on  the  Life  Re- 
duced Premium  policies  75  per  cent,  of  the  reserve  was  used  as  the  single 
premium  to  buy  the  paid-up  insuranee. 

"The  policy  contracts,  especially  for  the  later  years,  contained  a  proviso 
for  cash  or  paid-up  options  but  there  is  no  agreement  to  pay  a  cash  value 
after  the  paid-up  policy  has  been  accepted.  The  company,  however,  has  never 
stood  on  this  technicality  but  has  always  given  cash  surrender  values 
wherever  the  paid-up  policy  had  previously  been  taken  and  for  the  last  few 
years  our  practice  in  computing  the  cash  value  has  been  as  follows:  First, 
ascertain  the  reserve  on  the  paid-up  policy  at  the  time  request  is  made  for 
surrender  value  and  then  give  the  same  per  cent,  of  this  reserve  as  would  be 
given  on  a  similar  policy  provided  no  paid-up  policy  had  ever  been  applied 
for,  except  in  a  few  cases  where  this  would  give  values  too  small,  in  which 
cases  larger  per  cents,  of  the  reserve  are  taken. 
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"  CommeiifCing  with  January  1,  1907,  all  values  were  changed  to  conform 
with  the  non-forfeiture  law  of  New  York  State  and  a  surrender  charge  was 
taken  of  $25,  or  20  per  cent,  of  the  reserve,  whichever  was  the  greater,  pro- 
vided the  resulting  values  were  not  less  than  those  alreadji  in  our  policies,  in 
which  event  the  surrender  values  were  allowed  to  stand.  In  1908  the  non- 
forfeiture laws  in  several  of  the  States  having  been  changed  to  make  the 
maximum  surrender  charge  $25  per  $1,000  of  insurance,  our  values  were  all 
readjusted  to  conform  with  this  change  in  the  laws.  The  law  of  Louisiana 
makes  the  maximum  surrender  charge  20  per  cent,  of  the  reserve,  and  in 
order  to  have  a  uniform  scale  we  re-calculated  our  values  for  the  third  time, 
making  the  cash,  paid-up  and  extended  insurance  all  have  the  same  surrender 
charge,  the  maximum  $25  per  $1,000,  or  20  per  cent,  if  less,  and  as  these 
values  were  in  excess  of  those  computed  for  1907  and  1908,  they>  were  made 
retroactive  on  all  policies  issued  in  those  years. 

"  On  intermediate  policies,  the  same  system  is  generally  effective  but  the 
values  are  based  on  different  tables. 

"  On  special  class  policies  issued  prior  to  1907,  the  same  values  are  given 
in  dollars  and  cents  for  each  $1,000  or  $500  of  gross  insurance  in  the  Ordinary 
or  Intermediate  branches  and  to  this  is  added  the  entire  value  of  all  paid- 
up  additions.  On  policies  issued  subsequent  to  December,  1908,  the  values  are 
based  directly  from  a  different  table/' 

Changes:  In  the  case  of  changes  involving  a  reduction  in 
premium  upon  policies  which  have  been  in  force  three  years  or 
more,  the  company  allows  the  insured  the  difference  between  the 
full  surrender  value  under  the  two  policies,  either  in  cash  or 
applied  to  future  premiums.  In  cases  involving  a  change  from  a 
lower  to  a  higher  premium,  the  change  was  made  on  the  basis  of 
the  difference  in  reserve  accrued  to  the  date  of  change,  the  insured 
paying  the  amount  necessary  to  bring  the  reserve  on  the  old  policy 
up  to  the  amount  of  reserve  required  on  the  new. 

In  the  case  of  a  policy  not  three  years  old,  the  change  was  made 
on  an  accumulation  basis.  The  insured  was  credited  with  the  full 
premium  payments  on  the  original  policy,  from  which  were  de- 
ducted the  first  year  and  renewal  commissions,  medical  fees  and 
the  cost  of  insurance  for  the  period  covered  by  the  premiums. 
Similarly,  the  insured  was  charged  with  the  amount  of  premiums 
that  would  have  been  paid  under  the  changed  plan  of  insurance, 
and  less  the  commissions,  medical  fees  and  cost  of  insurance. 

Prior  to  April,  1912,  on  changes  from  the  intermediate  policies 
not  over  two  years  in  force  to  the  industrial,  the  company  allowed 
50  per  cent  of  the  terminal  reserve  on  a  surrendered  policy  to 
apply  on  premiums  on  the  industrial  policy.    Since  then,  the 
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accumulation  method  has  been  employed  and  one-half  of  any 
balance  found  to  exist  applied  to  pay  premiums  on  the  new 
industrial  policy. 

On  changes  from  the  ordinary  department^  one-half  of  such 
accumulated  balance  was  allowed. 

Examination  was  also  made  of  surrenders  for  continued  or  auto- 
matic extended  insurance.  The  company  is  now  adopting  the 
plan  of  giving  paid-up  insurance  automatically  to  all  policies, 
whether  or  not  provided  for  by  the  policy  contract,  unless  auto- 
matic extended  insurance  is  provided  for  in  the  contract. 

Lapse  liability:  The  company,  in  its  1&12  statement,  carried  a 
liability  on  lapses  in  the  ordinary,  intermediate  and  special  class 
of  $114,527.93.  This  only  applied  to  kpses  on  issues  prior  to 
1907,  and  the  liability  thus  set  up  represented  company's  lapses 
within  six  months  prior  to  December  31,  1912,  upon  which  there 
was  an  equity  due  policyholders.  Test  checks  were  made  from 
the  cancellation  registers  during  the  last  six  months  of  the  year, 
into  the  sohedules  from  which  this  liability  was  computed. 

Industrial  terminations:  The  same  general  plan  of  work  was 
followed  in  industrial  terminations  that  has  been  outlined  in  the 
case  of  ordinary  and  intermediate. 

The  policy  exhibit  was  first  analyzed  and  then  sufficient  indi- 
vidual cases  examined  to  form  a  suitable  basis  on  which  to  arrive 
at  the  company's  method  of  treating  policyholders. 

Policy  exhibit. — As  in  the  ordinary  exhibit,  the  amount  ceased 
by  death  is  the  amount  paid  on  claims  during  the  year.  The  item 
^'  Ceased  by  lapse "  is  the  balancing  item  necessary  to  give  the 
balance  in  force  at  the  end  of  the  year,  as  shown  by  the  classifi- 
cation registers.  As  prepared  by  the  company  for  1912,  there 
were  the  following  terminations: 

Polieiea  /nmrone* 

10  By  death   149,827        $17,8fi5,622 

11  By  maturity 3,390  254,959 

12  By  expiry 7.091  1,097,572 

13  By  surrender   41,761  6,768,270 

14  By  lapse    917,998  153,383,609 

15  By  decrease   13,426,371 

1,120,067      $192,796,303 


J 
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Items  10  and  11  —  By  death  and  maturity. —  As  explained,  this 
item  represents  only  payments  made  during  the  year. 

Item  12  —  By  expiry. —  Whenever  a  paid-up  term  policy  is 
issued  in  place  of  a  lapsed  policy,  or  whenever  automatic  extended 
term  is  operative,  the  original  actuaries'  card  is  cancelled  and  filed 
with  other  lapse  cards.  A  new  term  insurance  card  is  then  writ- 
ten and  filed  and  the  data  from  same  entered  in  the  proper  classi- 
fication register.  The  cards  on  policies  expiring  the  current  year 
are  filed  by  month  of  expiration.  At  the  end  of  each  month,  the 
cards  remaining  after  deaths  and  surrenders  have  been  removed 
are  entered  in  the  register  by  district  totals  as  expirations  and  the 
amount  of  same  deducted  from  the  classification  roisters.  At  the 
end  of  the  year,  a  summary  of  all  expirations,  as  shown  in  the 
district  register,  must  clear  the  amounts  shown  in  the  classifica- 
tion registers. 

Included  in  the  termination  by  expiry  was  the  difference  be- 
twefen  the  term  and  endowment  benefit  of  paid-up  term  and  en- 
dowment policies.  These  policies,  in  most  cases,  provided  for 
payment  in  case  of  death  prior  to  maturity  of  one-half  of  the  face 
of  the  policy.  This  difference,  in  the  case  of  such  policies  upon 
which  premiums  were  still  being  paid,  was  included  in  the  item 
"lapses."  It  would  appear  that  this  difference  is  rather  a  de- 
crease than  either  an  expiration  or  a  lapse. 

Item  13 — By  surrenders. —  The  amount  of  this  item  was  ob- 
tained from  the  surrender  division  register,  in  which  is  kept  a 
record  of  each  surrender  value  paid. 

Item  13  is  made  up  of  the  following  classes  of  surrenders : 

Amount  of 
Policies     Inntranee  Amount  Paid 

(a)  Surrenders  for  cash 21,042    $3,437^05     $411,387  54  H.  0. 

13,664  79  P.  C.  H.  0. 

(b)  Surrenders  for  liens l5fiW      2,4S6,291         19,741  53  Lapse 

19,892  73  To  Paid-ups 
(e)  Surrender  at  age  80 207  15,366  8,900  92 

(d)  Surrenders   —  Extended 

premiimi  credit 1,946         332,949         28,568  16 

(e)  Surrenders  —  Term 2,970         496,159  

41,761     $6,768,270     $602,155  67 
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Endowment  at  age  80. —  By  special  concession  of  the  company, 
granted  only  from  year  to  year,  whole-life  policies  on  which 
premiums  have  been  paid  for  at  least  fifteen  years  and  the  insured 
has  reached  age  80^  are  treated  as  a  matured  endowment.  When 
such  concession  is  availed  of  by  the  insured  and  payment  made,  it 
is  treated  as  a  surrender  of  the  policy.  The  fiiU  reserve  upon  the 
policy  is  charged  to  purchased  policies  and  the  difference  between 
the  reserve  and  the  face  of  the  policy  is  charged  as  a  policy  bonus. 

During  1912,  there  were  207  policies  for  $15,366  insurance 
surrendered  in  this  way.  The  reserve  on  these  policies  amounted 
to  $8,900.92,  and  the  difference,  or  $6,465.08,  was  charged  as  a 
bonus  payment.  These  items  were  traced  to  the  records  of  the 
investigation  division  and  verified. 

Surrenders  on  paid-up  policies  issued  for  nonrforfeiture  value. — 
This  item  was  made  up  of  surrenders  on  paid-up  policies,  where 
the  cash  surrender  values  had  been  subsequently  demanded.  As 
such,  these  payments  were  already  included  in  item  (a), 'and, 
therefore,  the  totals  of  the  policy  exhibit  under  item  13  were 
excessive.  The  true  figures  for  item  13,  after  correcting  the 
errors  noted,  should  be  38,722  policies  for  $6,301,533.  This 
difference  is  taken  care  of  in  the  balancing  item  of  lapses. 

Item  14  —  Ceased  hy  lapse. —  As  already  noted,  this  is  a  bal- 
ancing item,  being  the  difference  between  the  total  terminations 
obtained  from  the  different  sources  already  outlined  and  the  sum 
of  terminations  obtained  from  the  various  division  records. 

Included  in  this  figure  is  the  difference  between  the  actual 
amount  paid  on  infantile  policies  and  the  maximum  amount  of 
the  policy,  which  is  the  amount  carried  as  in  force.  No  record  of 
individual  cases  of  lapse  is  kept  other  than  the  weekly  lapse 
schedules  from  agents. 

Item  15  —  Decreases. —  This  represents  the  difference  between 
the  face  of  the  original  policy  and  the  reduced  amount  of  paid-up 
policies  issued  in  their  place. 

Paid-up, —  Policy  contracts  generally  contain  a  provision  that 
application  for  paid-up  insurance  must  be  made  within  six  montiis 
after  date  of  lapse.  In  practice,  however,  the  company  does  not 
stand  on  any  limitation  of  time  but  will  issue  paid-up  insurance 
on  lapsed  policies  that  have  been  the  proper  period  in  force,  when- 
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ever  application  is  made.     The  surrendered  policy  and  book  are 
returned  to  the  home  oflSce  and  a  new  policy  issued. 

Purchased  policies, —  During  1912,  there  were  purchased  for 
cash  by  the  company  21,042  policies  for  $3,437,605  insurance,  for 
which  the  company  paid  policyholders  $425,052.33.  These  may 
be  divided  into  four  subdivisions : 

(a)  Two  weeks'  clause 

( b)  Lifted  polieies 

( c)  Cash   surrender    

(d)  On  claims    


PolieieM 

Inmrance 

Amount  Paid 

1,670 

$257,843 

$942  40 

1,855 

290,704 

11,112  58 

17,285 

2,829,506 

405,215  71 

332 

59,391 

7,781  64 

21,042  $3,437,505        $425,052  33 


(a)  Two  weeks'  clause. —  Policies  now  issued  and  those  issued 
for  several  years  past  contain  a  clause  by  which,  if  unsatisfactory 
to  the  insured,  the  policy  may  be  returned  «within  two  weeks  of 
the  date  of  issue  and  all  premiums  paid  refunded  by  the  company. 

(&)  Lifted  policies. —  This  class  of  terminations  arises  from  a 
number  of  causes,  among  which  are  overinsurance  on  infantile 
risks,  failure  to  state  previous  insurance  and  refusal  by  the  com- 
pany to  subsequently  endorse  permission  to  carry  such  insurance, 
misrepresentation  of  physical  condition  at  the  time  the  applica- 
tion was  signed,  the  same  being  subsequently  learned  by  the  com- 
pany, quarrels  and  disagreements  between  families  and  relatives 
as  to  the  beneficiaries  under  the  policies,  dissatisfaction  with  the 
policy  or  other  disagreement  with  the  company. 

(c)  Cash  surrenders, —  Policies  issued  prior  to  1907  do  not 
provide  for  a  cash  surrender  value,  and  on  subsequent  ireues  this 
value  is  payable  after  a  policy  has  been  in  force  for  ten  years. 
In  practice,  however,  the  company  pays  such  values  on  policies 
three  years  or  more  in  force  where  the  circumstances  of  the  in- 
sured or  beneficiary  are  so  needy  as  to  seem  to  warrant  this  action. 
It  also  makes  an  exception  in  cases  where  it  appears  that  the 
person  or  family  is  carrying  more  insurance  than  their  means 
would  warrant.  Each  case  is  investigated  and  decision  rendered, 
according  to  the  facts  as  reported  to  the  home  office. 

Some  thirty  cases  of  purchased  policies  were  taken,  part  from 
the  lapses  of  the  week  examined,  and  part  from  cases  selected  from 
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the  purcliased  policy  roister.  The  compntatioiis  for  the  periods 
in  force  were  checked  and  the  values  computed.  Cases  were  noted 
where  bonuses  due  were  not  credited  or  paid.  Of  the  22  cases 
examined  for  bonuses,  three  cases  were  noted  where  the  bonus 
payments  for  1912  were  payable  by  a  credit  on  Ae  premium  re- 
ceipt book,  but  were  not  entered  therein  before  the  policy  was 
purchased.  In  surrendering  for  cash,  therefore,  no  additional 
value  was  given  for  the  period  covered  by  such  bonus.  The 
amounts  involved  were  small. 

(d)  Purchased  policies  on  claims. —  This  class  of  terminations 
usually  arises  on  policies  where  the  insured  had  disappeared,  or 
where,  for  some  reason,  the  connection  between  the  assured  and 
the  beneficiary  has  been  broken  and  it  was  not  desired  to  continue 
the  policy.  The  majority  of  cases  are  upon  disappearances,  which 
upon  investigation  indicate  that  the  period  of  disappearance  is 
not  yet  great  enougli  to  warrant  presumption  of  death.  Where 
the  disappearance  proved  to  be  for  a  longer  period  than  that  re 
quired  by  the  various  state  laws  to  substantiate  such  presumption, 
the  claim  is  recognized  for  the  full  face  of  the  policy.  Where  it 
is  short  of  such  period  and  the  claimant  insists  upon  discontinuance 
of  the  policy  and  does  not  care  to  take  paid-up  insurance,  the 
company  offers  the  full  reserve  to  the  date  of  the  last  premium 
payment  as  a  surrender  value.  This  settlement  is  not  forced 
upon  the  beneficiary  by  the  company,  but  usually  is  offered,  at 
the  request  of  the  claimant  and  voluntarily  accepted.  Such  offer 
is  only  made  after  a  thorough  investigation.  Each  case  is  treated 
on  its  own  merits.  The  full  reserve  for  the  completed  years  and 
months  of  previous  payments  is  allowed,  according  to  the  reserve 
standard  at  the  time  the  policy  was  issued. 

Lapse  liability. —  Liability  on  account  of  industrial  policies 
lapsed  upon  which  surrender  value  might  be  demanded  was  cov- 
ered by  an  estimated  figure  of  $100,000,  which  was  included  in 
the  special  liability  item  39  of  the  annual  statement 

Lapse  ratio. —  As  in  the  1909  examination,  computation  has 
been  made  of  the  percentage  of  lapses  on  new  business.  This  com- 
putation was  made  from  two  standpoints: 

1.  Issues  for  the  weeks  of  December,  1911,  were  scheduled  and 
the  terminations  at  the  end  of  each  of  the  three  months'  periods 
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for  the  first  year  of  issue  determined.  From  this,  pereentages 
were  computed,  based  upon  number  of  policies  so  terminated  and 
the  amount  of  premiums  terminated.  A  copy  of  this  schedule  is 
filed  with  the  report  At  the  end  of  the  twelve  months'  period,  it 
shows  that  the  rate  of  lapse,  based  upon  number  of  policies,  was 
35.13  per  cent,  and  based*  upon  premiums  was  36.85  per  cent. 
Similar  figures  from  the  exhibit  of  the  issues  of  May,  1909,  filed 
with  the  report,  were  at  the  end  of  the  year,  41.10  and  42.06  pei* 
cenit,  respectively. 

2.  The  following  statement  was  prepared,  ghowing  the  per- 
centage of  industrial  policies  issued  during  1910,  1911  and  1912 
respectively,  with  percentage  of  cancellations  at  the  end  of  each 
half  year  through  December  31,  1912.  In  preparing  this  state- 
ment, it  was  assumed  that  the  average  date  of  issue  was  June  30th : 

Period  Ending 

Dec  31,  1910  

June  30,  1911  

Dec  31,  1911   

June  30,  1912  

Dec  31,  1912 

Similar  figures  for  the  issues  of  1907,  1908  and  1909,  at  the 
emd  of  each  half-year  period  were  as  follows: 

Period  Ending 

Dec      31,  1907  

June     30,  190S  

Dec      31,  1908  

June     30,  1909  

Dec      31,  1909  

The  above  comparisons  show  a  constant  and  consistent  improve- 
ment in  the  business  of  the  company.  This  condition  indicates 
first,  an  improved  organization,  and  second,  better  satisfied  policy- 
holders. 

Claims 

The  investigation  of  the  death  claims  and  matured  endowments, 
including  items  of  income,  disbursements  and  liabilities,  may  be 
briefly  summarized  as  follows: 

(a)  Method  of  handling  industrial,  ordinary  and  intermediate  claima. 

(b)  Teat  eheok  of  income  and  disbursements. 


I$9U0  0f 

1910 

/mimo/ 
1911 

lutuoof 

191% 

24.6% 

•  •   •   • 

■   •   •  • 

36.7 

•   •    •  • 

•  •    •   • 

40.6 

22.7 

•  •   •  • 

43.6 

34.0 

•  •    ■  • 

46.9 

39.0 

21.9 

luVM  of 

1907 

Inue  of 
1908 

Itoueof 
1909 

29.4 

•   t    •  • 

•  •    •  • 

43.6 

•   •    •   • 

•  •    •    • 

49.2 

29.1 

•  •   •  • 

52.0 

41.5 

•   •    ■    • 

54.1 

46.3 

26.6 

700  Reports  on  Official  Examination 

(c)  Examination  of  paid,  rejected  and  contested  claims. 

(d)  Verification  of  Schedule  "F"  for  the  years  1910,  1011  and  1912. 

(e)  Testing  the  sufficiency  of  the  reserve  fund  for  unreported  clalma. 

(f)  Determining  the  liability  for  claims  due  and  unpaid;  in  process  of  ad- 

justment  or   not   due;    no   proofs   received;    resisted;    and   matured 

endowments. 

. 

The  following  changes  have  been  made  in  the  liability  reported 
by  the  company  on  account  of  policy  claims: 

Reserve  for  Unreported  Claims:  Company  Departmeni 

(a)  Industrial $380,921  66  $403,297  44 

(b)  Ordinary  and  Intermediate 69,078  44  126,488  00 

Matured   endowments    ( Industrial ) 1 3,638  15  20,228  62 

Pending    (Intermediate)    27,084  00  27,284  00 

Totals $490,722  15       $676,298  06 

Increase  in  liabilities 85,575  91 

$576,208  06 


It  will  be  noted  from  the  above  table  that  the  increase  in  the 
liability  reported  by  the  company  on  account  of  policy  claims  is 
for  the  most  part  attributable  to  claims  occurring  prior  to  Decem- 
ber 31,  1912,  of  which  the  company  had  no  knowledge. 

The  industrial  claim  department  is  divided  into  sections,  each 
handling  claims  that  arise  in  certain  districts  or  territories. 

All  claims  are  paid  either  from  the  home  office,  after  proofs  are 
complete,  or  by  field  superintendents  under  a  credit  system,  either 
before  sending  proofs  to  the  home  office,  or  by  telegraph  from  the 
home  office  after  receipt  of  proofs.  Field  superintendents  are 
authorized  to  settle  claims  not  exceeding  $300,  after  investigation 
by  the  superintendent  or  some  one  authorized  by  him.  All  claims 
in  excess  of  $300  are  referred  to  the  home  office. 

Paid  claims:  A  test  was  made  of  the  accuracy  of  this  disburse- 
ment item.  In  making  the  check  of  paid  claims,  it  was  necessary 
to  tabulate  the  debit  and  credit  items  of  the  claims,  aggregate  the 
net  amounts  paid,  reconciling  the  result  for  each  day  with  the 
miscellaneous  cash  book.  While  making  the  tabulations,  the  papers 
were  also  examined  for  the  following  items,  namely,  proper  re- 
leases, correct  endorsements,  determining  whether  the  amount, 
paid  was  the  amount  called  for  by  the  contract,  and  verification  of 
adjustments  on  account  of  overinsurance  and  misstatement  of  age. 
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Method  of  handling  ordinary  and  intermediate  death  claims: 
When  notice  of  death  is  received,  the  application  is  sent  for,  with 
all  correspondence  relating  to  the  case  in  question.  Separate 
registers  are  kept  for  the  ordinary  and  intermediate  departments. 
These  registers  are  kept  by  months  and  entry  is  made  as  complete 
as  possible  from  the  information  at  hand.  Okims  not  approved 
are  referred  to  the  manager  of  the  claim  division  and  before  a 
case  is  officially  rejected,  the  rejection  is  approved  by  the  third 
vice-president,  and  the  general  solicitor  of  the  company- 

Rejected  and  compromised  claims:  A  complete  examination  was 
made  of  the  resisted  and  compromised  claims  constituting  schedule 
"  F ''  of  the  annual  statement  for  the  years  1910,  1911  and  1912. 
While  the  schedules  for  the  most  part  were  complete,  a  number 
of  compromised  and  resisted  claims  were  found  which  should  have 
been  reported.  These  omissions  were  probably  clerical  errors,  as 
an  examination  of  the  papers  revealed  no  evidence  which  would 
warrant  the  conclusion  that  they  were  wilfully  withheld  from 
publication.  The  company  reported  its  resisted  and  compromised 
claims  under  four  headings,  namely: 

(a)  Claims  resisted  prior  to  1912  and  compromised  during  1912. 

(b)  Claims  Teei»ted  prior  to  1912  and  unsettled. 

(c)  Claims  resisted  in  1912  and  compromised. 

(d)  Claims  resisted  in  1912  and  unsettled. 

There  has  been  eliminated  from  schedule  "  F,"  under  subdi- 
vision (b),  any  claim  in  which  no  movements  to  collect  the  same 
have  been  made  during  one  year,  and  those  claims  in  suit  where 
no  action  has  been  taken  toward  prosecuting  same  within  one 
year.  If,  however,  an  inspection  of  papers  indicates,  either  by 
way  of  correspondence  or  by  movements  in  the  suit,  that  the  claim 
was  active,  it  was  included  in  schedule  "  F."  Cases  on  the  cal- 
endar, which  have  never  been  reached,  have  been  included. 

An  examination  of  the  rejected  files  revealed  claims  which  had 
been  rejected,  but  subsequently  paid  in  full,  the  complete  historj 
of  which  transpired  between  January  1  and  December  31,  1912. 
Such  claims  would  not  be  included  in  schedule  "  F." 

The  following  table  illustrates  the  comparatively  few  claims 
resisted  by  the  company.  These  figures  do  not  include  the  claims 
reported  to  the  Pacific  Coast  Head  Office: 
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Industbial  Depabtment 

R^'eeted  Claim»  AuftMtfumtf y  Paid 


Number  of  Number  of 

Tear  Paid  Claima       Rejected  Claime      In  fuU       Compromiaed     Premium$ 

1910 141,167       444       51       32       193 

1911 144,817       364       33        34       108 

1912 146,854       441       38       30       88 

Percentage  of  claims  rejected  during  1912: 

Ordinary 0064% 

Intermediate 0060 

Industrial 0028 

Tte  company  receives  on  the  average  about  550  claims  a  day. 
They  are  given  prompt  attention,  the  majority  being  paid  the  day 
proof  of  claim  is  received.  During  1912,  the  payments  on)  account 
of  industrial  claims,  excluding  mortuary  bonuses,  amounted  to 
$17,865,622.38  on  149,827  claims,  or  an  average  of  $119  per 
claim*  The  amount  of  insurance  represented  by  rejected  claims 
of  1912,  based  on  this  average,  is  $52,479.  Of  this  amount,  some 
part  is  subsequently  paid,  either  by  the  payment  of  claims  in  full, 
compromised,  or  the  return  of  premiums.  No  analysis  was  made 
to  show  on  what  portion  of  the  rejected  cases  no  payment  was 
made  to  the  claimant 

At  the  Pacific  Coast  Head  Office,  claims  are  also  handled  with 
dispatch,  the  ratio  of  those  rejected  to  claims  received  being  prac- 
tically a  negligible  quantity. 

Rejections:  It  was  noted  in  reviewing  the  resisted  and  com- 
promised cases,  that  in  most  instances  death  had  taken  place 
within  the  contestible  period. 

Before  a  claim  is  officially  rejected,  a  thorough  investigation  is 
made  to  secure  additional  evidence  of  medical  history.  The  char- 
acter of  the  evidence  thus  obtained  constituted  the  basis  either  for 
rejection  or  payment.  Should  the  medical-  history  be  bad,  the 
claim  is  submitted  to  the  manager  of  the  claim  division,  and  by 
him  passed  on  to  the  third  vice-president  who  either  confirms  the 
rejection  or  approves  the  claim  for  payment.  If  his  decision  is  to 
reject  the  claims,  it  is  then  submitted  to  the  general  solicitor  for 
final  determination. 

BONUSBS 

Bonus  payments  to  industrial  policyholders  were  inaugurated 
in  1897.    These  bonfoses  have  only  been  deckred  upon  issues  prior 
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to  1907.     There  follows  a  table  of  the  yearly  bonus  payments, 
1894  to  1912,  inclusive: 

1894 $40^8  00 

1895 S4,365  00 

1896 199,148  00 

1897 '. 1,081,608  00 

1898 863,801  00 

1899 1,069,728  00 

1900 928,389  00 

1901 689,641  79 

1902 670,746  50 

1903 640,912  48 

1904 790,077  43 

1905 781,363  74 

1906 1,846,587  44 

1907 3,378,288  93 

1906 2,876,891  64 

1909 8,043,841  59 

1910 4,811,479  32 

1911 5,469,264  56 

1912 6,100,906  90 

Total  .  . $85,867,293  32 


It  would  appear  that  it  is  the  theory  of  the  company  in  allowing 
such  bonuses,  to  base  the  amount  of  same  on  the  increase  in  sur- 
plus earned  by  the  industrial  department 

The  amount  of  the  bonuses  varies  with  the  period  the  policy  has 
been  in  force  and  were  payable  only  by  credit  in  the  premium 
receipt  book  at  the  district  office.  In  districts  where  policyholders 
were  situate  remote  from  the  district  office,  special  arrangements 
were  made  to  avoid  hardship  on  account  of  this  ruling. 

Mortuary  bonuses  are  paid  in  addition  to  the  face  of  the  policy 
when  it  becomes  a  claim  or  matures  as  an  endowment,  the  amount 
of  which  varies  with  the  period  in  which  the  policy  has  been  in 
force. 

Test  checks  were  made  upon  the  payment  of  bonuses,  l^e  policies 
of  one  debit  of  a  district  being  used  as  the  basis  for  this  work. 

A  comparative  statement  for  four  years  was  prepared,  showing 
the  net  cash  cost  to  policyholders  of  industrial  whole-life  policies 
per  $1,000  for  various  ages. 

The  schedule  of  comparative  average  annual  net  cost  shows  that 
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policies  one  and  five  years  in  force,  issued  in  1911  and  1907,  cost 
less  in  1912  than  policies  diat  have  attained  the  same  duration 
in  the  years  1902  and  1897. 

There  was  also  prepared  a  comparison  of  the  average  annual 
and  current  net  cost  on  industrial  whole-life  policies  per  $1,000 
of  insurance  for  the  years  1907  and  1912. 

A  comparative  statement  was  also  prepared  to  show  the  difie^ 
ence,  plus  and  minus,  between  1912  and  the  years  1907,  1902  and 
1897  of  the  policies  in  force  1,  6,  10,  15,  20  and  25  years.  For 
each  of  these  years,  policies  issued  at  ages  15,  20,  30,  40,  and  50 
were  taken. 

Checks  were  made  upon  the  liability  items  of  bonuses  due 
policyholders.  These  figures  are  based  upon  estimates,  so  that  it 
was  impossible  to  make  a  definite  check  upon  the  amount  of  lia- 
bility set  up.  The  basis  of  these  estimates  was  investigated  and 
the  approximate  accuracy  of  the  estimate  verified. 

Dividends:  Schedule  "  M  "  was  verified.  This  applies  more 
particularly  to  business  issued  in  the  intermediate  branch. 

Schedule  "  N  " —  Deferred  dividends  included  dividends  pay- 
able on  special  class  policies.  These  dividends  are  payable  in  the 
form  of  paid-up  additions  as  explained  elsewhere. 

It  was  found  that  liability  item  34,  "  Amount  set  apart  or 
provisionally  ascertained,  etc.,  $405,716.37,"  included  only  de- 
ferred dividends  to  the  credit  of  policies  issued  by  other  com- 
panies and  assumed  by  this  company.  To  this  has  been  added 
$160,000  reserve  for  accrued  liability  on  policies  issued  by  the 
company. 

Policy  Contracts 

Industrial:  Full  medical  reports,  based  upon  examinations,  are 
required  in  the  case  of  lives  where  the  insurance  amounts  to  $300 
or  over,  and  on  medical  inspections  where  the  amount  of  insurance 
is  less  than  $300. 

Intermediate:  Most  of  the  company's  group  insurance  is  issued 
through  the  intermediate  branch.  On  December  31,  1912,  there 
were  1,188  policies  for  $594,000  insurance  with  premiums  of 
$34,780,12. 

Ordinary:  Various  new  policy  forms  were  introduced  in  this 
department^  including  group  insurance  and  loan  insurance. 
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$5,000  whole  life  policies:  In  May,  1909,  the  Metropolitan 
Life  Insurance  Company  began  to  issue  whole-life  policies,  pre- 
miums on  which  were  based  upon  the  American  experience  table, 
3^  per  cent,  interest,  loaded  1  per  cent,  on  the  net  premium. 
These  policies  were  to  be  issued  only  to  selected  risks  and  in 
amounts  not  less  than  $5,000,  the  premiums  to  be  paid  on  an 
annual  basis. 

The  analysis  of  the  experience  of  the  whole-life  policy  was 
checked  by  the  examiners.  Errors  in  allocation  were  found  and 
called  to  the  company^s  attention.  This  analysis,  as  corrected, 
shows  the  following  gains  and  losses  for  each  of  the  four  years 
last  past: 

Year  of         Net  Profit  Net  Loss 

Year  Issue  for  Year  for  Year  Surplus  Surplus 

1909 1909    $36,632  00    —$36,632  00 

1910 1909  $79,850  00    

1910    130,530  00    —50,680  00 

1911 1909  122,136  00    

1910  44,322  00    

1911    80,546  00   $85,912  00    

1912 1909    155,614  00    

1910  169,891  00    

1911  164,343  00    

1912    60,010  00   118,610  00    


$580,542  00  $463,332  00  $204,522  00— $87,312  00 

—87,312  00 


Net  gains  for  all  years  December  31,  1912 $117,210  00 


A  gain  and  loss  exhibit  is  filed  with  the  report,  showing  the 
sources  of  the  foregoing  surplus  increases  and  decreases.  From 
this  exhibit  is  shown  a  decrease  from  year  to  year  in  the  loss  from 
loading.  In  issues  other  than  that  of  1909,  there  is  a  yearly  in- 
crease in  the  gain  from  interest.  The  exception  for  the  1909 
issues  in  the  year  1912  is  probably  due  to  the  loss  in  surplus  on 
account  of  death  claims  under  these  policies  of  large  amounts' for 
that  year  on  the  1909  issues.  It  is  too  early  in  the  history  of  the 
policy  to  predicate  any  assumption  as  to  lapses.  At  the  present 
writing,  the  lapses  and  surrenders  form  a  very  small  portion  of  the 
terminations. 

23 
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Welfare  Work 

The  health  and  welfare  work  of  the  company  is  in  charge  of 
the  sixth  vice-president.  It  is  divided  into  (1)  Visiting  nurses' 
service;  and  (2)  General  welfare  work. 

(1)  Nursitig  service:  This  department  was  started  in  1909. 
In  1910,  it  was  estimated  that  the  cost  of  the  nursing  service,  ex- 
tended to  all  industrial  policyholders,  would  be  about  $500,000  per 
year.  The  1912  statement  shows  disbursements  during  that  year 
for  expenses  of  curative  aid  to  sick  industrial  policyholders  of 
$459,064.14.  In  addition  to  this,  there  was  disbursed  in  the 
company's  campaign  against  tuberculosis,  $12,904.11,  and  general 
welfare  work,  $50,186.04.  The  totals  of  these  expenditures 
amounted  to  sometiiing  less  than  1  per  cent,  of  the  industrial 
premium  income  in  the  same  period. 

From  time  to  time  since  its  inception,  the  nursing  service  has 
been  extended.  In  October,  1910,  it  was  reported  that  visits 
averaged  from  25,000  to  30,000  per  month  at  an  average  cost  of 
45  cents  per  visit 

In  April,  1911,  the  officers  were  authorized  to  continue  the 
service  in  such  localities  as  they  might  deem  best.  The  nursing 
service  is  now  generally  divided  into  districts,  according  to  the 
general  division  of  the  agency  force.  At  the  beginning  of  the 
year,  the  service  was  in  force  in  all  but  sixty-one  of  the  towns 
or  cities  in  which  the  company  had  an  agency  organization.  These 
subdivisions  are  known  as  nursing  centers  and  may  include  one 
or  more  of  the  agency  districts.  There  were  on  April  28,  1913, 
according  to  the  company^s  records,  637  nursing  centers,  from 
which  were  covered  adjacent  towns  to  the  number  of  792,  a  total 
of  1,429.  These  nursing  centers  were  handled  on  the  following 
bases: 

Contracts  with  visiting  nursing  associations 229 

Contracts  with   hospitals 51 

Contracts  with  individual  nurses,  of  whom  71  were  on  salary  and 

286  on  a  fee  basis 357 


Total 63 


I 

He 


It  is  planned  to  extend  the  service  to  the  61  centers  not  covered, 
as  quickly  as  satisfactory  arrangements  can  be  made.  The  service 
is  limited  strictly  to  holders  of  industrial  policies. 
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Plan  of  operation. —  Industrial  policyholders  are  furnished  with 
mailing  cards  by  the  agents.  These  cards  call  for  all  necessary 
information  concerning  the  polacy^  agent's  name,  etc.  Cases  re 
quiring  service  are  reported  to  the  district  office  by  mail  or  by 
the  agent.  Nurses  visit  the  district  office  daily^  collect  the  cards 
and  make  the  initial  call.  The  information  on  the  card  is  verified 
by  an  examination  of  the  policy,  and  the  card  mailed  by  the  nurse 
to  the  home  office.  She  also  makes  reports  of  her  visits  and  the 
condition  and  ailments  of  the  patients  visited.  Upon  receipt  at 
the  home  office,  the  card  is  checked  with  the  application  and  the 
former  attached  to  the  latter,  showing  that  the  nursing  service  has 
been  rendered  the  policyholder.  This  information  is  used  by  the 
medical  department,  in  the  event  of  subsequent  tipplication  for 
additional  insurance  or  revival,  etc. 

The  service  includes  the  actual  care  of  the  sick  and  instructions 
to  the  family  in  proper  sanitation  and  nourishment  Keports  on 
cases  being  treated  are  required  to  be  made  in  order  to  prevent 
unnecessary  calls  in  unimportant  cases,  or  those  which  the  home 
office  may  deem  of  such  character  as  not  to  warrant  the  service. 

Statistics  are  being  compiled  to  determine  the  nature  of  diseases 
in  certain  localities,  their  causes  and  the  effect  on  the  mortality 
rate  of  the  company. 

The  books  and  methods  of  the  service  at  the  home  office  were 
examined. 

For  1912,  the  following  figures  are  available: 

Nfumber  of  cases 131,090 

NTumber  of  visits 062,133 

Bedside  cost  of  nursing $440,678  79 

Policies    in    force    in    districts    covered    by    the 

service 9,857,780 

Cost  per  patient 3. 0361 

Cost  per  visit .  458 

Cost  per  policyholder .  0447 

The  total  cost  of  the  service  on  an  incurred  basis  was : 

Bedside $440,678  79 

Expense    printing    $3,580  24 

Express 883  77 

Stationery 665  27 

Furniture 1,043  01 

Bfiscellaneous 59  23 

Salaries 22,077  59           28,309  11 

Total  nursing  cost $468,987  90 
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(2)  Welfare  work:  The  welfare  work  in  behalf  of  policyholders 
is  to  a  large  measure  a  matter  of  education  on  the  subject  of 
health  and  hygiene,  through  publications  of  various  sorts.  Such 
publications  are  usually  in  pamphlet  form  and  are  distributed  to 
the  policyholders  through  the  agency  force.  Among  these  may 
be  mentioned  the  "Metropolitan/'  published  four  times  a  year; 
"  Child,"  "  Teeth,  Tonsils  and  Adenoids,"  and  others  covering 
means  of  prevention  and  treatment  of  tuberculosis,  etc. 

For  its  own  employees,  the  company  maintains  its  restaurant, 
referred  to  elsewhere  in  this  report,  a  correspondence  course  of 
instruction  in  life  insurance  for  its  agents,  a  gymnasium,  and  the 
recently  compieted  sanatorium  at  Mt.  McGregor. 

Sanatorium. —  At  the  Mt.  McGregor  Sanatorium,  the  company 
gives  treatment  to  its  field  force  and  home  office  employees  suffer- 
ing from  tuberculosis. 

The  resolution  to  purchase  the  land  was  passed  June  28,  19 10-* 
The  contract  for  foundations  was  authorized  in  September,  1911. 
and  additional  land  was  purchased  in  1912.    Up  to  September  30, 
1913,  the  following  had  been  expended  for  land,  buildings,  etc., 
as  reported  by  the  company : 

Land $21,702  64 

Construction   account,    including    clearing   of    laud,   engineering 

expenses,  architect,  road  building,  legal  fees,  etc .595,017  96 

Furnishings 9,807  66 

Total $626,528  26 


Staff  Savings  Fund 

The  Staff  Savings  Fund  and  the  rules  governing  its  administra- 
tion are  described  in  the  report  on  the  1909  examination.  Since 
that  time,  the  privilege  of  depositing  has  been  extended  to  include 
such  members  of  the  company's  nursing  service  as  are  in  the  em- 
ploy of  the  company,  on  a  regular  salary  basis. 
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The  following  is  a  statement  of  the  affairs  of  the  fund  for  the 
three  years  ended  December  31,  1912: 

Balance  per  printed  statement  December  31, 

1909 $903,154  58 

Add  <;redits  due  in  1910,  paid  in  1909 11,610  27 

$914,764  85 

Less  accrued  dividends  disallowed 433  75 

Assets  per  report  of  examiners  December 

31,  1909    $914,331  10 

1910-1911-1912:  Receipts 

From  depositors    $715,828  70 

From  Company's  net  subscriptions 310,951  74 

From  interest  on  investments  and  deposits. .  197,177  03 

From  penalties 2,620  00 

From  profit  on  investments,  net 408  44 

Set  increase  in  book  value  of  bonds 435  85 

Increase  in  prepaid  company's  subscriptions.  13,147  97 

Increase  in  unapportioned  interest 49  69           1,240,620  02 

$2,154,951  12 
Disbursements 

Withdrawals $317,800  61 

Expenses 2,5.>7  95 

Decrease  in  forfeitures  due  the  company....  11,108  20  331,466  82 

Balance  assets  December  31,  1912 $1,823,484  30 

DiSTBIBUTION 

Amortized  value  of  bonds $839,958  85 

Mortgages 903,000  00 

Stocks  —  book  value    41,627  42 

Cash  in  bank 8,176  31 

Cash  in  office 14,024  16 

Accrued  interest  on  bonds 6.042  4ft 

Interest  due  and  accrued  on  mortgages....  10,655  07 

$1,823,484  30 
Non-Ledger  Assets: 
Company's   subscriptions   due   in    1912,   paid 

in   1913   3,  777  76 

Gross  assets    $1,827,262  06 

Deduct   book   value  of   stocks   over   market 
value 9,192  42 

Net  assets    $1,818,069  64 
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Due  depositors   

Company's  subscription  fund 

Due  company  in  1013,  paid  in  1912 

Undivided  profits  on  investments 

Unapportioned  interest  

Unapportioned  forfeitures  

Liabilities  over  assets 


$1,086,316  42 

726,262  53 

13,633  07 

983  44 

54  51 

12  09 

9,192  42 

$1,827,262  06 

$1,827,262  06 

The  diiference  of  $9,192.42  between  the  assets  and  liabilities 
is  due  to  the  fact  that  the  examiners'  figures  are  based  upon  the 
market  values,  December  31,  1912,  of  stocks  owned,  rather  than 
the  cost. 

Inasmuch  as  the  administration  of  the  fund  does  not  contemplate 
the  creation  of  any  considerable  surplus,  it  would  appear  wise  to 
charge  off  into  the  interest  earnings  losses,  and  credit  the  gains 
due  to  depreciation  or  appreciation,  respectively,  in  the  value  of 
securities  not  subject  to  amortization  in  the  year  in  which  they 
occur.  Such  practice,  we  are  informed,  is  to  be  followed  in  the 
future.  The  condition  of  this  fund  does  not  affect  the  financial 
statement  of  the  company. 

Field  Oeganization 

The  agency  force  of  the  company,  not  including  the  Pacific 
Coast  Head  Office,  is  made  up  as  follows : 

Superintendents 374 

Assistant  Superintendents    407 

Deputy  Superintendents   932 

Agents 9,631 

Total 11,484 


In  addition  to  this  field  force,  there  are  a  number  of  clerks 
employed  in  connection  with  the  work  of  the  various  district 
offices.  There  are  380  districts,  and,  in  addition,  872  detached 
assistants'  offices. 

The  Pacific  Coast  Head  Office  agency  force  consists  of  about 
400  agents,  working  under  33  district  offices  and  13  detached 
assistancies. 
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The  entire  Held  force  is  divided  into  nine  sections,  eight  sections 
at  the  home  office,  A  to  H,  and  the  Pacific  Coast  Head  Office. 
Each  section  is  in  charge  of  a  superintendent  of  agencies,  assisted 
by  a  chief  clerk,  and,  in  some  cases^  agency  supervisors.  Matters  of 
importance  in  agency  affairs  are  submitted  by  the  superintendents 
of  agencies  to  the  second  vice-president,  and,  if  necessary,  to  the 
vice-president  and  president. 

Each  of  the  two  main  forms  of  contract,  under  which  most  of 
the  agents  work,  are  based  upon  two  elements:  The  "ordinary 
salary,"  which  arises  from  the  collection  of  premiums ;  and  "  spe- 
cial salary,"  which  is  based  upon  production  of  new  business  over 
lapses.  Ill  all  contracts,  the  compensation  is  made  to  depend  not 
only  upon  the  amount  of  collections  and  increases,  but  also  upon 
the  good  character  of  the  business,  penalizing  for  lapses. 

It  is  stated  by  the  company  that  the  average  earnings  of  agents 
(including  commissions  on  ordinary  business)  was  to  date,  in 
1913,  $23.74.  The  average  for  1909  was  $18.20.  The  following 
statistics  may  serve  as  a  partial  explanation  of  this  increase : 

Average  debit — 1909  $95  33 

Average  debit—  1913   116  01 

Ordinary  business  placed  in   1909 $129,355,256 

Ordinary  business  placed  in  1913  (9  months)  156,306,182 

The  percentage  of  expenses  to  premium  income  for  1909  and 
1913,  exclusive  of  welfare  work,  was:  1909,  36.06;  1912,  35.12. 
Also,  first  year's  commissions  on  limited  payment  and  endow- 
ment policies  in  the  ordinary  department  were  increased  2^2 
per  cent,  in  January,  1913. 

The  average  collectible  city  debit  is  $123.08  and  country  debit, 
$105.03. 

Assistant  superintendents  and  deputies  are  generally  promoted 
from  the  agency  force  because  of  demonstrated  ability.  Superin- 
tendents are  generally  selected  from  among  the  assistants  and 
deputies.  Their  compensation  consists  of  a  flat  salary  and,  in 
ad-dition,  commissions  and  bonuses,  the  latter  dependent  upon  net 
increase  for  the  year. 

Gain  and  Loss  Exhibit 
A  summary  of  gains  and  losses  by  departments  and  for  the  com- 
pany as  a  whole  was  prepared  by  the  examiners  from  the  "  Green 
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Book"  for  the  years  1910,  1911  and  1912.  Also  a  gain  and  loss 
exhibit  for  1912  was  prepared,  based  upon  the  examiners'  financial 
statement.  The  gains  or  losses  from  loading,  interest,  mortality, 
annuities,  surrendered  policies  and  miscellaneous  items  were  in- 
vestigated and  checked. 

It  was  noted  that  in  computing  the  gain  or  loss  from  surrenders, 
lapses  and  changes,  the  company  did  not  attempt  to  compute  gains 
or  losses  from  changes  and  restorations  made  during  the  year,  as 
called  for  by  the  statement  blank,  line  60,  but  com'bined  this  item 
with  gain  from  surrender  and  lapse.  The  principal  changes  in  the 
exhibit  are  due  to  changes  in  loading  on  ordinary  and  intermediate 
business;  increase  of  unpaid  death  claims  by  including  reserve 
for  unreported  death  claims;  in  dividends,  due  to  increase  in 
amount  set  apart  for  deferred  dividends. 


Conclusion 

This  examination  shows  that  this  company  is  efficiently  man- 
aged, that  its  financial  condition  is  good  and  that  its  reserves  are 
ample.  It  promptly  carries  out  its  obligations  to  its  policyholders 
in  a  liberal  manner.  The  company  has  a  first-class  organization. 
The  management  and  agency  force  are  devoted  to  the  welfare  of 
the  company  and  its  policyholders. 

The  treatment  by  this  company  of  its  policyholders  in  the  prompt 
payment  of  their  claims,  in  the  voluntary  payment  of  millions  of 
dollars  in  bonuses,  and  in  its  social  welfare  work  —  both  in  edu- 
cation and  in  the  free  nursing  service  —  are  features  of  the  com- 
pany's business  which  deserve  commendation.  The  tuberculosis 
sanatorium  for  the  benefit  of  thousands  of  employees  of  the  com- 
pany, the  staff  savings  fund,  whereby  it  encourages  thrift  among 
its  employees,  and  other  ways  in  which  it  cares  for  its  employees, 
all  impressed  your  examiners  with  the  advanced  position  tihis  com- 
pany has  taken  in  this  class  of  work.  These  facts,  together  with 
the  further  fact  that  all  policyholders  of  the  company  whose  policies 
have  been  in  force  for  one  full  year  are  entitled  to  vote  for  mem- 
bers of  the  board  of  directors,  safeguard  the  future  welfare  of  the 
organization. 
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XEW  YORK  LIFE  INSURANCE  AND  TRUST  COMPANY 

New  York,  N.  Y. 

Verification  of  liability  for  reserves. 
Report  dated  September  29,  1913. 
Examiner:  Charles  E,  Woodman. 

I  have  made  a  verification  of  the  valuation  register  of  the  New 
York  Life  Insurance  and  Trust  Company  of  New  York  and  find 
said  register  to  contain  a  true  record  of  all  life  insurance  policies 
and  annuities  in  force  on  September  15,  1913.  In  addition  to 
the  liability  for  present  value  of  life  policies  and  annuities  in 
force  on  this  date,  there  appears  six  hundred  fifty  and  11/100  dol- 
lars ($650.11)  for  unpaid  installments  due  the  estates  of  deceased 
annuity  holders,  and  four  thousand  nine  hundred  sixty-five  and 
G/lOO  dollars  ($4,965.06)  for  accrued  and  unpaid  annuity  pay- 
ments. These  amounts  have  not  been  claimed  by  the  estates  or 
existing  annuitants,  and  the  company  is  awaiting  the  presentment 
of  claims  for  these  amounts. 


Casualty,  Fidelity  and  Surety,  and  Credit 

Insurance  Companies 
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GENERAL  ACCIDENT,  FIRE  AND  LIFE  ASSURANCE 
CORPORATION,  LIMITED  —  UNITED  STATES 

BRANCH 

Perth,  Scotland 

Examined  to  ascertain  condition  December  31,  1913. 
Report  dated  March  11,  1914. 
Examiner:  Jesse  Ba^harach. 

Financial 'Condition  on  December  31,  1913. 

Ledger  Assets 

Book  value  of  real  estate $213, 160  58 

Mortgage  loans  on  real  estate 19, 000  00 

Book  value  of  bonds 1, 979, 842  92 

Book  value  of  stocks 88, 544  15 

Cash  in  company's  office 44, 443  19 

Deposits  in  banks  and  trust  companies  not  on  interest 82,  364  11 

Deposits  in  banks  and  trust  companies  on  interest 42,271  40 

Premiums  in  course  of  collection,  viz. : 

On  Policies  Is-    On  Policies  Is- 
sued on  or  after    sued  prior  to 
Oct  1, 1913         Oct  1, 1913 

Accident    $114, 440  44  $52,  910  83 

Health    27, 792  71  2, 022  76 

Liability    281,  061  22  133, 393  91 

Workmen's  compensation 92, 355  92  11, 927  00 

Burglary  and  theft 16, 090  88  25,  360  51 

Automobile  and  teams  property 

damage    19, 279  94  4, 368  57 


Total    $550,  021  11       $229,  973  37 

779,  994  48 

Bills  receivable   (industrial  department) 1.  768  70 

Premium  notes   14,  272  85 

Accounts  receivable   41.  813  14 

Industrial  sundrv  balances 10. 858  00 


Ledger  assets  as  per  balance $3»  316,  333  61 

Non-Ledger  Assets 

Interest  accrued  on  mortgage  loans $518  17 

Interest  accrued  on  bonds 26,  055  41 


Total  non-ledger  assets  26, 673  68 

Gross  assets $3 ,  342,  907  19 

[717] 


718  Reports  on  Official  Examination 

Deduct  Assets  Not  Admitted 
Premiums  in  couiBe  of  collection  on  bufiineas 

written  prior  to  October  1,  1913 $229, 973  37 

Bills  receivable  (industrial  department) 1, 768  70 

Book  value  of  bonds  over  market  value 117, 007  92 

Book  value  of  stocks  over  market  value 26,  594  15 

Book  value  of  real  estate  over  market  value. .  33, 160  58 

Premium  notes   14,  272  85 

Accounts  receivable   41,  813  14 

Industrial  sundry  balances 10, 858  09 


$475,448  80 


Total  admitted  assets   $2, 867, 458  39 


Liabilities 
Unpaid  losses  and  claims: 

Accident  and  health $210,  683  11 

Burglary  and  theft 13, 271  62 

Auto  and  teams  property  damage 46,  396  00 

Special    reserve    for    unpaid    liability    and 
workmen's   compensation  losses 563,608  00 


Total  unpaid  losses  and  claims $833, 958  73 

Estimated  expenses  of  investigation  and  adjustment  of  unpaid 

claims    5,  396  27 

Unearned  premiums  (pro  rata) 1,281, 177  44 

Commissions  on  business  written  after  October  1,  1913 138,383  91 

Salaries,  rents,  bills  and  accounts  due  and  accrued 31 ,  599  03 

Taxes  due  or  accrued 74,  989  68 

Advance  premiums 23, 865  40 


Total  liabilities,  except  capital $2,  389,  370  46 

Deposit  capital $250, 000  00 

Surplus  over  all  liabilities 228, 087  93 

478,  087  93 


Total  liabilities $2,  867,  468  39 


LicMities 

Reserve  for  Liability  and  Compensation  Losses: 

This  reserve  was  computed  according  to  the  method  prescribed 
by  section  86  of  the  Insurance  Law.  The  loss  ratio  for  the  years 
1004-1908  inclusive  was  63.92  per  cent,  which,  applied  to  the 
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earned  premiums  of  the  years  1909-1913,  inclusive,  produces  a 
reserve  of  $563,608,  as  shown  by  the  following  computation: 


Yeab 

OF 

lasuK 


1909. 

1910, 

1911 

1912 

1913, 


Totals.. 


63.92%  of 

earned 
premiumB 


S606.598 

094,839 

660.930 

1,200.315 

737,131 


$3,809,813 


Reserve  for  17  suits  o 


Total  reserve. 


Leas 
payments 


$608,570 

721.459 

637,453 

1.078,242 

423,132 


13.468.856 


Remainder 


S23.477 
122.073 
313.999 


$459,549 


Number 

of 

suits 


13 

42 

97 

637 

468 


1,257 


previous  years  at  $750  per  suit. 


Suits  at 

$750  ea.  and 

outstaodins 

compensation 

claims 


$0,750 

31,500 

73.536 

511,784 

456,961 


$1,083,531 


Reserve 


$0,750 

31,500 

73,536 

122,073 

313.999 


$550,858 
12.750 


$563,608 


ratio 


65.15 
69.26 
68.63 
84.75 
76.31 


74.63% 


For  the  years  1909-1910,  a  reserve  of  $750  per  suit  is  carried. 
For  the  year  1911,  a  reserve  of  $750  per  suit,  plus  $786  for 
twenty-eight  compensation  claims  is  set  asida  For  the  years  1912- 
1913,  the  difference  between  63.92  per  cent,  of  the  earned  pre- 
miums and  the  loss  payments  constitutes  the  reserve  for  these 
years. 

On  December  31,  1913,  67.4  per  cent,  of  the  earned  premiums 
on  the  1912  business  had  been  paid  out  in  losses,  and  there  re- 
mained outstanding  637  liability  suits,  and  claims  for  compec 
sation  aggregating  $34,034.  To  meet  these  liabilities,  the  com- 
pany has  in  its  reserve  $122,073,  an  amount  which  may  fall  short 
of  providing  for  these  obligations. 

The  loss  ratio  for  the  years  1904-1908  inclusive  amounts  to 
63.92  per  cent,  whereas  the  loss  ratio  for  the  years  1909-1918  is 
approximately  75  per  cent.  While  the  experience  from  which  the 
latter  ratio  is  obtained  is  far  from  complete,  the  past  experience 
of  this  and  other  companies  shows  that  this  ratio  may  increase 
rather  than  decrease. 

In  view  of  the  experience  of  this  company,  as  shown  by  the 
computation  of  its  reserve,  I  believe  that  a  charge  of  $1,000  per 
suit  for  all  years  prior  to  1912,  plus  the  outstanding  compensation 
claims  of  the  year  1911,  and  the  application  of  a  loss  ratio  of  75 
per  cent  to  the  years  1912  and  1913  would  produce  a  reserve  ap- 
proximately adequate. 
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Claim  Settlements 
Accident  and  Health: 

An  exhaustive  investigation  of  the  corporation's  claim  settle- 
ments under  accident  and  health  policies  has  been  made  during 
the  course  of  this  examination.  Particular  attention  has  been 
given  to  the  settlement  or  adjustment  of  claims  for  specific  loss, 
such  as  death,  loss  of  eye  and  dismemberment,  and  a  fair  test  has 
been  made  of  less  serious  cases  for  disability  due  to  illness  or 
accident 

The  attitude  of  the  corporation  towards  those  who  have  become 
beneficiaries  under  its  contracts  is  best  shown  in  its  adjustment  of 
death  losses,  particularly  in  the  "  Industrial "  branch  of  its  busi- 
ness, when  it  is  called  upon  to  deal  with  the  widows  and  orphans 
of  artisans  and  wage  earners,  and  who  by  reason  of  the  small 
amounts  involved  are  obliged  to  depend  upon  the  corporation's 
honesty  and  fair  dealing  for  a  square  deal  or  fulfillment  of  its 
contractual  obligations. 

This  corporation  shows  a  disposition  to  treat  its  policyholders 
fairly  and  to  mete  out  substantial  justice  to  the  beneficiaries  under 
its  contracts.  The  settlements  criticized  by  the  Department  in 
this  and  previous  examinations  were  reviewed  by  the  corporation 
and  full  restitution  made  in  such  cases  as  were  finally  determined 
to  be  inequitably  adjusted. 

Workmen  s  Compensation: 

The  particular  provisions  of  the  compensation  laws  of  the  dif- 
ferent states,  which  vary  materially  and  if  construed  technically 
work  a  hardship,  are  those  in  reference  to  non-claimants,  non- 
resident alien  beneficiaries,  and  lump  sum  settlements.  In  some 
states,  notice  must  be  followed  or  accompanied  by  claim ;  in  others, 
simply  notice  or  knowledge  is  the  requirement  of  the  law.  Often- 
times, through  incompetency  or  ignorance,  claim  is  not  made. 
While  the  acts  of  some  states  specifically  excuse  delay,  when  it  is 
shown  that  mistake  or  incompetency  has  been  the  cause,  in  others, 
delayed  notice  or  claim  is  not  excused  by  the  specific  wording  of 
the  \a.w.  If  reasonable  cause  for  delay  can  be  given,  and  especially 
in  those  cases  where  the  full  history  of  the  accident  is  known  to 
the  corporation,  an  equitable  interpretation  of  the  laws  would 
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assure  the  injured  or  deceased's  dependents  the  protection  inher- 
ently contemplated  by  compensation  laws.  It  is  commendable  of 
a  corporation  to  construe  such  provisions  in  a  liberal  spirit  and 
not  to  avail  itself  of  every  loop  hole  in  the  law  and  thus  defeat 
the  purpose  of  workmen's  compensation,  which,  in  brief,  is  to 
provide  compensation  for  the  surviving  dependents  of  workmen ; 
to  furnish  to  the  employee  indemnity  for  injury  incurred  while 
actually  working  at  his  trade  or  occupation  and  to  provide  medical, 
surgical  and  hospital  attention  to  the  injured.  In  order  that  sub- 
stantial justice  may  be  meted  out  to  injured  workmen  and  their 
dependents,  this  corporation  has  taken  the  position  that  claims 
will  be  recognized  in  the  spirit  and  intent  of  the  law,  thereby 
eliminating,  in  so  far  as  possible,  all  controversies  due  to  defects 
in  legislation.  Instructions  have  been  sent  to  adjusters  in  charge 
of  branch  claim  departments  to  discourage  lump  sum  settlements, 
and,  if  the  court  or  an  industrial  board  decided  after  a  review  of 
the  facts  that  a  lump  sum  settlement  must  be  made,  the  mathe- 
matical basis  for  computing  such  settlement  will  be  the  present 
value  of  expected  future  payments,  discounted!  at  5  per  cent,  in- 
terest with  annual  rests,  unless  a  specific  basis  is  found  in  the  act. 
Further,  this  corporation  has  taken  the  position  that  claims  should 
not  smolder,  and  that  diligent  efforts  should  be  made  to  locate 
those  entitled  to  benefits  under  compensation  laws. 

Burglary  and  Theft,  Auto  and  Team^  Property  Damage: 

An  examination  was  made  into  the  claim  settlements  in  these 
lines  and  your  examiner  believes  that  the  corporation  is  treating 
its  policyholders  fairly.  In  these  lines,  especially  the  larceny 
and  theft  claims,  controversies  arise,  ovdng  to  the  fact  of  mys- 
terious disappearances,  but  on  the  whole  the  corporation  endeavors 
to  treat  its  policyholders  equitably. 

Liability  Underwriting 

In  the  practice  of  liability  underwriting,  the  company  has  not 
been  guided  by  any  statistical  experience.  As  it  is  not  a  member 
of  any  central  bureau  of  liability  companies,  it  has  not  at  its 
command  the  combined  experience  of  other  liability  underwriters, 
nor  has  it  tabulated  in  statistical  form  its  own  experience.     A 
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compilatioii  of  its  statistical  experience  has  recently  been  com- 
menced^ and  the  company  expects  to  have  this  work  completed  by 
the  end  of  this  year. 

In  the  meantime,  the  manuals  promulgated  by  the  Workmen's 
Compensation  Service  Bureau  are  used  by  the  liability  depart- 
ment as  the  basis  for  its  rates.  An  investigation  of  the  under- 
writing methods  during  the  Departm^it's  previous  examination 
showed  that  the  company  was  writing  its  risks  below  manual  rates, 
and  generally  conducting  its  underwriting  business  in  such  a  man- 
ner as  to  result  in  serious  losses.  Since  that  examination,  an  im- 
provement is  shown,  as  a  whole,  in  underwriting  methods.  In 
this  State,  the  rates  promulgated  by  the  Bureau  have  been  accepted 
by  the  company  and  strictly  adhered  to.  In  Massachusetts,  the 
company  has  accepted  the  Bureau  rates.  In  other  states,  with 
some  exceptions,  the  Bureau  rates  have  been  but  slightly  dis- 
counted. In  Illinois,  however,  a  different  situation  exists,  and  at 
present  competition  seems  to  be  the  sole  basis  for  determining 
the  amount  of  premium  charge.  In  certain  states,  a  soK^lIed 
merit  rating  schedule  provides  for  a  system  of  departure  from 
manual  rates.  This  method  allows  discotmts,  but  no  provision 
is  made  for  charges.  The  manual  rates  have  been  promulgated 
as  average  rates,  and  any  system  of  departure  should  provide  for 
debits  as  well  as  credits,  otherwise  the  average  is  destroyed  and 
inadequate  rates  result.  If  departure  from  rates  is  sought,  a 
proper  method  only  should  be  used.  Inspections  should  be  made 
by  competent  inspectors,  tmder  the  control  of  the  home  office, 
which  should  always  retain  control  of  the  underwriting,  and  in 
no  event  allow  departure  from  its  rates  for  competitive  reasons. 

Losses  and  Gains 

Underwriting                                       Losses  (hUns 

Accident  and  health $119, 486  02     

Liability   186, 769  38     

Workmen's  compensation  55, 585  38     

Burglary  and  theft 19,  310  31     

Auto  and  teams  property  damage $34,465  92 


Totals    $381, 141  09        $34, 465  92 

34, 465  92 


Net   underwriting  loss $346.  676  17 
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Gain  from  investments $20, 225  08 

Net  receipts  from  home  office 576,  813  60 

Totals    $346, 675   17  $697,038  68 

346,676  n 

Net   gain    $250,  363  61 

Impairment,  December  31,  1912 $22,275  58 

Surplus,  December  31,  1913 228, 087  93 

Net  gain $260, 363  61 

Division  of  Business  Written 

The  total  business  written  during  the  year  1913,  and  the  per- 
centage of  each  line  to  the  total,  follows : 

Net  Percentage 

Line  of  Business                                       premiums  ratio 

Accident    $1. 077,604  46  26.9 

Health 354, 472  19  08.9 

Liability    1. 727, 830  40  43.2 

Workmen's    compensation    431, 474  63  10.8 

Burglary  and  theft 113, 558  99  02.9 

Auto  and  teams  property  damage 279,  876  05  07 .0 

Workmen's  collective  12, 315  86  00.3 

Total    $3.  997,  131  58  100.00 


Commissions 

The  total  commissions  paid  and  the  average  of  each  line  of 
business  follows : 

Line  of  Business  Amount  paid  Average 

Accident    $370, 586  89  34.39 

Health   115,^28  33  32.70 

Liability   517, 586  62  29.74 

Workmen's  compensation   132, 925  08  30 .  87 

Burglary  and  theft 38,494  50  33.02 

Auto  and  teams  property  damage 80, 914  38  28.91 


$1,256,435  86  31.43 


The  corporation  has  reduced  its  commissions  on  liability  and 
compensation  lines  to  conform  with  the  ruling  made  by  this  De- 
partment.   During  the  year  1913,  commissions  were  also  reduced 
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somewhat  on  the  other  lines.    The  corporation  has  also  eliminated 
all  of  its  "  Agents  Profit  Sharing  Contracts." 

CoTiclusion 

The  present  condition  of  this  corporation's  United  States  branch 
shows  a  decided  improvement  over  that  reported  by  the  previous 
examination.  It  is  financially  stronger.  Its  underwriting,  on 
the  whole,  is  conducted  on  sounder  lines,  although  further  improve- 
ment is  essential.  Its  acquisition  cost  has  been  materially  reduced. 
Special  efi^ort  is  being  directed  towards  the  audit  of  payrolls,  with 
good  results.  Claims  are  promptly  paid  and  the  policyholders 
honestly  dealt  with.  The  effect  of  these  changes  finds  but  little 
reflection  in  the  financial  statement  for  the  year  1913,  as  they 
were  not  fully  instituted  until  the  latter  part  of  that  year. 

As  a  result  of  our  previous  examination,  several  recommenda- 
tions were  submitted  to  the  corporation's  management.  These 
recommendations  were  accepted  and  have  been  honestly  complied 
with.  The  management  has  shown  every  disposition  to  comply 
with  our  requirements  and  to  conduct  its  business  hereafter  on  a 
sound  and  safe  basis. 

Further  reforms  are  being  instituted  in  underwriting  methods, 
and  this  Department  has  been  assured  that  these  will  be  vigor- 
ously carried  out.  Assurance  has  been  given  by  the  General  Man- 
ager that  additional  funds  of  at  least  $250,000  will  be  placed  in 
the  hands  of  the  Fnited  States  Trustee  prior  to  October  1,  1914. 


FIDELITY  AND   CASUALTY  COMPANY  OF  NEW 

YORE 

Examined  to  ascertain  condition  June  30,  1913. 
Report  dated  Novernber  26,  1913. 
Examiner:  John  L.  Train. 

History 
This  company  was  incorporated  in  1874  under  an  act  of  the 
Legislature  of  the  State  of  New  York  entitled  "An  act  to  pro- 
vide for  the  incorporation  of  life  and  health  insurance  com- 
panies *  *  *  passed  June  24,  1853,  and  amended  by  chap- 
ter 328  of  the  Laws  of  1865."     The  company  was  incorporated 
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under  the  name  of  "  Knickerbocker  Plate  Glass  and  Accidental 
Insurance  Company  of  New  York."  In  1876,  by  a  special  act  of 
Legislature,  the  name  was  changed  to  the  "  Knickerbocker  Casu- 
alty Insurance  Company  of  New  York  "  and  by  another  act  of  the 
Legislature,  in  1880,  the  company  was  authorized  to  assume  its 
present  name. 

The  original  capital  stock  of  the  company  was  $100,000.  In 
1881  this  was  increased  to  $250,000.  In  1903  the  capital  was  in- 
creased to  $500,000  by  a  stock  dividend  of  $250,000,  and  in  1906 
by  a  stock  dividend  of  $500,000,  the  capital  was  increased  to  its 
present  capital  $1,000,000. 

Under  its  charter,  the  company  is  authorized 

"To  make  insurance  upon  the  health  of  individuals,  and  against  personal 
injury,  disablement  or  death  resulting  from  traveling  or  general  accident  by 
land  or  water,  and  guaranteeing  the  fidelity  of  persons  holding  places  of 
public  and  private  trust,  and  upon  the  lives  of  horses,  cattle  and  other  live 
stock;  and  also  against  loss,  damage  or  liability  arising  from  any  unknown 
or  contingent  event  whatever,  which  may  be  the  subject  of  legal  insurance 
except  the  perils  and  risks  included  with  the  Departments  of  Fire,  Marine  and 
Life  Insurance." 

The  company  is  not  writiug  insurance  upon  the  lives  of  horses, 
cattle  or  other  live  stock. 

The  company  transacts  business  in  the  Dominion  of  Canada, 
the  District  of  Columbia  and  all  of  the  states  of  the  United 
States  except  South  Dakota. 

Financial  Statement,  June  30,  1913 

Ledger  Assets 

Book  value  of  real  estate $1,  403,  893  45 

Book  value  of  bonds $4,306,  252  57 

Book  value  of  stocks 3,  680,857  62 

7,987,110  19 

Cash  in  company's  office $9, 384  70 

Deposits  in  banks  not  on  interest 172, 157  05 

Deposits  in  banks  on  interest 58,  540  80 

240,  082  55 

Premiuma  in  course  of  collection: 

On  poUeiea  or  reneioaU      On  poUeiea  or  rmevpals 
ajUr  AprU  /.  1918        prior  to  AprU  i,  191S 

Accident  and  health $563,670  65  $80,607  63 

Liability  including  auto  and 

teams  property  damage...  419,494  74  84,766  84 

Workmen's  compensation 175,359  38  40,236  50 

Fidelity     53, 503  57  6, 501  80 
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a/Ur  April  U  1918  prior  to  April  /.  191S 

Surety   $28,460  30  $16, 784  07 

Plate  glass 76, 649  79  4, 727  49 

Steam  boiler    63, 721  37  8,282  38 

Burglary  and  theft   89, 989  49  4, 691  52 

Fly-wheel    13, 761  67  1, 131  67 

Workmen's  collective 954  43  552  71 


Totals    $1,475,466  29  $248,262  61 

$1,  723,  747  no 

Other  ledger  aaaets,  viz.: 

Equity  in  funds  of  Excise  Reinsurance  Asso- 
ciation       $54. 924  10 

Agents'  balances  13, 305  47 

Advances  to  agents  and  inspectors 12,650  03 

Special  bank  deposits  at  agencies 31, 110  39 

Workmen's   Compensation   Reinsurance   and 

Inspection  Bureau    5,  679  98 

Workmen's  Compensation  Service  Bureau...  1,288  54 


118,958  51 


Ledger   assets    $11 ,473,  792  60 

NorirLedger  Assets 

Interest  accrued  on  bonds $59, 102  78 

Interest  accrued  on  bank  deposits 518  94 

Rents   due    82  94 

Salvage  recovered  bince  July  I,  1913,  on  fidelity 

losses  paid  prior   5, 523  36 


65, 228  02 


Gross  assets  $11,  539, 020  62 

Deduct  Assets  not  Admitted 

Premiums  in  course  of  collection  written  prior 
to  April  1,  1913 $248, 282  61 

Book  value  of  stocks  and  bonds  over  market 
value    ♦ 

Agents'  balances 

Advances  to  agents  and  inspectors 

Workmen's  Compensation  Service  Bureau 

Workmen's  Compensation  Reinsurance  and  In- 
spection Bureau  

Special  bank  deposits  at  agencies 

576,  927  48 

Admitted  assets   $10,962,093  14 


279,387  66 

13, 305  47 

12,  650  03 

1,288  54 

9  92 

22,003  25 
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TAabilities 

Unpaid  losses,  incliiding  expenses: 

Accident    $366, 412  85 

Health 254. 984  35 

Fidelity    83. 589  00 

Surety    61,  813  81 

Plate  glass  23, 368  25 

Steam  boiler    26, 622  35 

Burglary  and  theft 68,214  00 

Fly-wheel    9.519  26 

Auto  and  teams  property  damage 3, 070  00 

Workmen's  collective  827  00 

$888,420  87 
Special  reserve  for  unpaid  liability  and  work- 
men's compensation  losses  1, 519, 186  51 

Total  unpaid  losses   $2, 407,  607  38 

Gross  premimnsy  one  year,  $7,586,501.46;  un- 
earned premiums  pro  rata $3, 963,  608  90 

Gross  premiums,  more  than  one  year,  $1,457,- 
621.05;  unearned  premiums  pro  rata 748,458  50 

Excise  N.  Y.  gross  premiums,  $84,343.75;  un- 
earned premiums  25  per  cent 21,065  94 

Total  unearned  premiums 4,  733, 153  34 

Commissions  due  agents: 

Accident  and   health $193, 125  15 

Liability  and  auto  and  teams  property  dam- 
age     95, 015  56 

Workmen's  compensation    29, 512  98 

Fidelity   10,534  85 

Surety   6, 161  65 

Plate  glass  23, 263  48 

Steam  boiler   14, 649  54 

Burglary  and  theft 25, 736  99 

Fly-wheel    2, 951  86 

Workmen's  collective   197  19 

Total    401, 149  25 

Hills  due  and  accrued 15, 954  60 

Taxes  on  premiums  (estimated ) 93, 827  44 

Reinsurance    21, 758  68 

Munich  Reinsurance  Reserve 41, 402  69 

Fidelity  Insurance  Fund 12, 108  92 

Suspense  account  (undelivered  checks) 4, 220  50 

Simdry  credit  balances 71  06 

Total  amount  of  liabilities  except  capital $7.  731. 253  86 
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Capital  stock  paid  up  in  cash $1 ,  000,  000  00 

Surplus  over  liabilities 2, 230,  839  28 

Surplus  to  policyholders 3,  230, 839  28 

Total  liabilities $10. 962, 093  14 


Underwriting  and  Management  Expenses 

The  ratio  of  underwriting  and  management  expenses  of  the 
company  for  the  first  six  months  of  1913,  was  47.42  per  cent,  of 
the  cash  premiums  received  during  that  period.  Of  such  per- 
centage the  commissions  represent  26.95  per  cent. 

In  1912,  the  cash  premiums  received  amounted  to  $8,27l,6(>4.41 
and  the  underwriting  and  management  expenses  were  $3,903,- 
969.92.  The  following  are  the  ratios  which  the  various  expenses 
bear  to  the  cash  premiums  received  during  1912: 

N(Uure  of  expense  RaiU 

Commissions 26 .  79% 

Total  acquisition  cost  including  commissions 32.79% 

Home  office  agency  supervision .30% 

Taxes  on  premiums,  insurance  department  fees,  licenses,  etc 1.94% 

Inspections   2 .  79% 

Home  office  expenses 9 .  38% 

Total  expense  ratio  for  1912 .• 47 .20% 


Surplus 

The  company  reported  its  surplus  as  of  December  31,  1912,  as 
$2,281,284.04.  If  the  item  of  $250,000  included  as  a  contingent 
reserve  item  were  eliminated,  the  surplus  would  have  been  $2,- 
531,284.04,  which  we  find  approximately  correct.  The  surplus 
shown  by  the  company  in  its  semi-annual  statement  as  of  June 
30,  1913,  amoimted  to  $1,921,020.95,  and  adding  to  such  amount 
a  liability  item  carried  as  a  contingent  reserve  of  $275,000,  the 
surplus  would  have  been  $2,196,020.95,  or  a  seeming  decrease 
from  the  1912  statement  of  $335,263.09.  However,  the  depre- 
ciation in  the  market  values  of  the  securities  owned  during  the 
six  months  period  as  shown  by  the  company  valuations  amounted 
to  $558,984.01  and  according:  to  the  department  valuations 
$489,004.38. 
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The  company  reported  its  surplus  on  June  30,  1913,  as  $1,- 
921,020.95,  while  the  surplus  as  of  that  date,  as  shown  by  this 
examination,  amounts  to  $2,230,839.28  or  an  increase  over  the 
company's  figure  of  $309,818.33.  The  department,  however,  in 
arriving  at  the  amount  of  surplus,  has  eliminated  as  a  liability 
the  contingency  reserve  carried  by  the  company  and  amounting 
to  $275,000.  This  reserve  is  set  aside  by  the  company  to  take 
care  of  any  extraordinary  change  in  reserves  caused  by  a  catas- 
trophe or  new  legislation.  If  the  company  had  not  created  this 
contingency  reserve,  the  surplus  as  shown  by  the  department 
would  be  $34,818.33  in  excess  of  the  surplus  reported  by  the 
company. 

Gain  and  Loss  Exhibits 

The  following  are  condensed  gain  and  loss  exhibits,  covering 
underwriting  and  investments,  for  the  year  1912  and  for  the  first 
six  months  of  1913 : 

rNDERWRITING,    1912 

Income  earned   $8,312,705  89 

Losses    incurred $3,r)20,026  61 

Expenses    incurred 4,498,794  47 


Total    8,018,821  08 


Gain  from  underwriting,  1912 $293,884  81 

Investmems,  1912 

Income  earned  $542,230  46 

Expenses   incurred   and   difference    in    security 
values    205,268  22 


Gain  from  investments,  1912 336,  962  24 


Total    $630,  847  05 

Dividends  paid    $200,  000  00 

Increase  in  contingency  reserve 75.  000  00 


275,000  00 


Net  gain  in  surplus,  1912 $355.  847  05 
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Underwriting,  January  1-Junk  30,  1913 

A  U  linei  of  businrn: 

Income  earned  $4, 507, 411  86 

Losses  incurred $2, 048, 376  41 

Expenses  incurred 2, 367, 647  77 

4,416,024  18 


Gain  from  underwriting  during  lW3 $91, 387  68 

Contingency  reserve  December  31,  1912»  not  set  up  June  30, 
1913   250,000  00 


Total  gains $341,387 

Investments,  January  1-June  30,  1913 

Investment  expenses  incurred..         $61,001  57 
Difference    in    security    values 

December  31,  1912,  and  June 

80,  1913 489,  004  38 

$560,  0O5  95 

Investment  income  earned  258, 173  51 


Loss  from  investments  during  1913 $291, 832  44 

Dividends  paid 100, 000  00 


Total  losses   391.832  44 


Net  loss  in  surplus  during  six  months  of  1913 $60.  444  76 

Surplus  December  31,  1912 $2,281,284  04 

Surplus  June  30,  1913 2,230, 839  28  60, 444  76 


Underwsitinq  Gains  or  Losses  by  Classes  of  Business  for  the  Year  1912 

AND  THE  First  Six  Months  of  1913 

1919  ttt  e  mo$.  ms 


Lint  of  burineu                                 Gain  I*ou                    <7aifi 

Accident  and  health $124,453  00     $166,459  64 

Workmen's  collective 

Liability     and     workmen's 

compensation    $22,483  35     $143,646  36 

Fidelity  and  surety 87,469  61     97,397  78     

Plate  glass  53,202  56     11,182  16     

Steam  boiler  and  fly-wheel .     10,787  21     6,980  90 

Burglary  and  theft 36,745  97     16,457  37     

Auto   and    teams    property 

damage ;  auto  collision . . .       4,709  91     4,865  46 


Totals   $316,368  16       $22,483  35     $268,683  67     $177,295  99 

Net  underwriting  gain 293,884  81     91,387  65 


$316,368  16    $316,368  16     $268,683  67     $268,683  67 
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Division  of  Business  Written 

The  following  table  will  show  the  percentage  which  each  line 
of  business  written  bears  to  the  total  business  written  by  the 
company  during  the  first  six  months  of  1913: 

PtTcentaje 

Lint  of  butinttf  ratio 

Accident    22 .  36 

Health   14 .53 

Liability    29.31 

Workmen's  compensation   1 1 .  65 

Fidelity    3.26 

Surety   1.69 

Plate  glass  5 .00 

Steam  boiler   4 .  04 

Burglary  and  theft 6. 16 

Fly-wheel  .99 

Property  damage  and  collision 1.11 

Total    100.00 


The  liability  business,  the  premiums  on  which  amounted  to 

$1,320,810.54  or  29.31  per  cent  of  the  total  premiums  written 

during  the  first  six  months,  is  sub-divided  into  the  various  lia- 
bility lines  as  follows: 

LiabOUy  Hne  Xd  jfrtmiunu  rtrctntage 

Elevator  $86,718  41  6.56 

General 207,881  11  15.74 

Employers  673,  874  99  51 .02 

Teams    41,206  72  3.12 

Auto 178,697  88  13.53 

Druggists    31,390  94  2.38 

Physicians    101,041  49  7.65 

Totals  $1,  320, 810  54  100.00 


Workmen's  Compensation: 

This  company  is  writing  workmen's  compensation  insurance  in 
the  states  of  California,  Illinois,  Kansas,  Massachusetts,  Michi- 
gan, Minnesota,  New  Hampshire,  New  Jersey,  Rhode  Island, 
TexaB  and  Wisconsin.  A  statement  of  the  net  premiums  written 
on  this  class  of  business  is  shown  as  follows : 

1910   $55,105  19 

1911    58,821  53 

1912    853,  689  84 

1913  (6  months) *  520. 325  95 

Total    $1, 487,  M2  61 
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As  compensation  laws  are  now  pending  in  a  number  of  other 
states  the  income  on  this  class  of  business  will  be  considerably 
increased,  and  from  the  general  trend  of  the  sentiment  of  the 
public,  the  employers  and  the  workingmen  in  favor  of  this 
method  of  compensating  workmen  for  injuries,  workmen's  com- 
pensation will  before  long  supersede  to  a  great  extent  employers' 
liability  insurance. 

In  many  of  the  states  the  rates  charged  by  this  company  for 
this  class  of  insurance  are  fixed  by  the  Workmen's  Compensation 
Service  Bureau,  which  consists  of  a  number  of  companies  trans- 
acting compensation  iiisu ranee,  this  company  being  a  member  of 
such  bureau.  The  experience  of  this  company  to  date  would  in- 
dicate that  as  far  as  its  own  business  is  concerned,  the  rates  are 
at  least  adequate. 

The  most  important  duty  devolving  upon  an  insurance  com- 
pany writing  this  class  of  business,  is  to  treat  fairly  and  equitably 
the  workingmen  entitled  to  benefits  under  the  law.  The  purpose 
of  such  laws  is  that  the  w^orkman  or  his  dependents  will  receive 
a  just  compensation  for  the  injury  or  death  sustained  in  the 
course  of  employment.  Therefore  a  thorough  examination  has 
been  made  of  the  settlements  made  by  the  company  under 
compensation  laws  in  various  states  both  as  to  its  method  of  hand- 
ling such  claims  and  as  to  its  treatment  of  those  entitled  to  com- 
pensation. 

The  company  has  branch  claim  departments  in  the  various 
states  and  such  branches  have  authority  to  settle  the  non-serious 
cases  without  reference  to  the  home  office.  Under  this  system  the 
weekly  payments  provided  under  the  compensation  law^s  are  paid 
by  the  branch  offices.  All  serious  cases  or  those  involving  an 
amount  exceeding  the  authority  given  to  a  branch  oflSce,  are 
settled  only  after  reference  to  and  directions  given  by  the  home 
office.  The  original  claim  papers  and  correspondence  in  all 
cases  are,  however,  filed  in  the  home  oflSce. 

We  find  that  the  workmen  receive  compensation  promptly  in 
all  cases  where  the  amount  to  be  paid  can  be  determined  readily 
from  the  law.  From  an  investigation  of  the  claims  made  and  the 
correspondencb  arising  therefrom,  it  is  apparent  that  the  laws 
enacted    in    many   of   the    states    do   not   clearly    prescribe   the 
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amount  to  be  paid  in  many  cases  of  injury.  It  is  believed  that 
the  benefits  to  be  paid  imder  these  laws  should  be  specilic  as  far 
as  possible  so  that  this  element  of  contention  between  the  injured 
or  dependents  and  the  employer  may  be  eliminated. 

Further,  we  are  impressed  with  the  system  in  force  in  a  num- 
ber of  states  whereby  claim  settlements  must  be  approved  by  in- 
dustrial accident  boards.  In  those  states  the  settlements  are 
closely  scrutinized  by  such  boards,  and  the  workmen,  employers 
and  insurance  companies  are  assured  of  a  fair  and  impartial  in- 
vestigation of  the  facts  and  a  uniform  interpretation  of  the  law. 
The  industrial  board  protects  the  workman  in  that  he  is  assured 
of  receiving  the  compensation  to  which  he  is  justly  entitled,  but 
it  also  shields  from  criticism  both  the  employer  and  insurance 
company  by  putting  its  stamp  of  approval  on  the  settlement  and 
also  as  a  protection  against  fraudulent  claims.  In  some  states, 
if  differences  arise  between  the  workmen  and  employers  as  to  the 
compensation  due,  the  amount  due  under  a  claim  must  either  be 
decided  by  a  court  or  by  an  arbitration  board  appointed  by  it. 
With  the  court,  the  subject  of  workmen's  compensation  is  not  a 
specialty  but  is  merely  one  of  the  details  in  an  involved  system  of 
jurisprudence.  Further,  the  workman  must  of  necessity  employ 
a  lawyer  to  plead  his  case,  and  it  is  the  hope  of  the  advocates  of 
this  method  of  indemnifying  workmen  for  injuries,  that  the 
amount  to  be  paid  for  legal  talent  will  be  practically  nothing. 
If  arbitration  boards  are  appointed  to  decide  particular  cases, 
such  boards  are  liable  to  consist  either  of  individuals  who  are  not 
familiar  with  the  subject,  or  have  to  a  large  extent  prejudged  the 
case  on  account  of  their  appointment  by  the  contending  parties. 
It  is  evident  also  that  decisions  rendered  by  arbitration  boards 
selected  in  various  parts  of  a  state,  are  not  likely  to  be  uniform, 
and  therefore  cause  discrimination.  For  these  reasons  we  are 
convinced  from  our  investigation  of  the  claim  settlements  that  the 
method  of  approving  settlements  and  fixing  the  amount  to  be 
paid  as  compensation  in  Massachusetts  and  Michigan  is  far 
superior  to  that  found  in  I^ew  Jersey  and  Illinois,  prior  to  July 
1,  1913,  when  a  new  law  in  that  state  took  effect. 

Further  we  believe  that  lump,  sum  settlements  should  be  dis- 
couraged by  the  company  in  all  cases.     The  theory  of  compensa- 
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tion  by  weekly  iustallmeats  is  that  the  injured  workman  or  his 
dependents  will  receive  payments  to  be  used  for  support^  at  the 
same  intervals  as  received  when  working.  Compensation  is  not 
a  fixed  sum  payable  upon  injury  or  death  but  provides  a  weekly 
income  during  the  period  provided  under  the  law.  The  work- 
ingmen  and  their  dependents  are  not,  as  a  rule,  versed  in  a  knowl- 
edge of  investments  and  the  benefits  under  the  law  are  better 
safeguarded  when  paid  weekly.  The  industrial  accident  board 
in  Massachusetts  strenuously  discourages  lump  sum  settlemjents 
and  is  to  be  commended  for  that  stand.  This  company  has  gone 
on  record  as  being  opposed  to  lump  sum  settlements  and  has 
notified  its  branch  claim  offices  to  oppose  such  settlements  in  all 
cases.  If  the  court  or  an  industrial  accident  board  decides  after 
a  review  of  the  facts  that  a  lump  sum  settlement  must  be  made 
of  course  the  company  has  no  alternative. 

Further  the  company  has  taken  the  position  that  where  a  cum- 
pensation  law  does  not  prescribe  the  mathematical  basis  for  com- 
muting lump  sum  settlements  that  it  will  pay  the  present  value 
of  the  amount  due,  computed  on  a  5  per  cent,  interest  basis  with 
annual  rests.  In  addition  the  claim  offices  have  been  instructed 
to  make •  diligent  efforts  to  search  out  those  entitled  to  benefits 
and  pay  the  compensation  provided  under  the  law. 

Therefore  as  a  result  of  the  investigation  of  compensation  claims 
we  are  convinced  that  this  company  is  making  prompt  and  fair 
settlements  with  the  claimants.  Practically  all  controversies  that 
have  arisen  between  the  company  and  claimants  have  been  due 
to  defects  in  legislation  and  not  to  any  attempt  on  the  part  of  the 
company  to  defeat  the  purpose  of  the  compensation  laws. 

Settlefnent  of  claims  other  than  compensation: 

During  the  course  of  this  examination,  an  investigation  was 
made  of  the  paid  claims  to  ascertain  the  policy  and  attitude  of 
the  company  towards  claimants.  Inasmuch  as  approximately  37 
per  cent,  of  the  business  of  the  company  is  accident  and  health 
insurance,  special  attention  was  devoted  to  the  settlements  of 
claims  arising  under  that  class  of  policies.  We  are  convinced  that 
the  company  treats  claimants  fairly  and  does  not  avail  itself  of 
technicalities  unless  other  reasons  exist  for  believing  that  a  claim 
is  net  just 
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Many  of  the  controversies  that  have  arisen  in  the  past  on  ac- 
cident and  health  claims  have  been  caused  by  differences  in  the 
interpretation  of  various  provisions  of  the  policy  contracts.  The 
standard  policy  provisions  law,  now  in  force  in  New  York  and 
other  states,  will  undoubtedly  clarify  or  eliminate  many  of  the 
policy  provisions  that  have  heretofore  caused  dissatisfaction. 

In  examining  burglary  and  theft  claims,  it  appears  that  the 
theft  insurance  provision  of  the  policies  causes  considerable  con- 
tention between  the  company  and  assured.  Many  claims  are  made 
for  theft  losses  where  no  evidence  is  produced  as  to  the  actual 
taking  of  property,  but  merely  indicating  its  disappearance.  The 
settlement  of  that  class  of  claims  must  to  a  large  extent  be  left 
to  the  discretion  of  the  company,  which  takes  into  consideration  the 
moral  qualifications  of  the  assured.  It  is  evident  that  the  pay- 
ment of  claims  under  the  theft  provision  of  policies  is  certain  to 
be  unsatisfactory  both  to  the  assured  and  the  company.  In  but 
few  cases  of  theft  claims  can  actual  proof  of  theft  be  found.  One 
solution  of  the  problem  would  be  to  eliminate  theft  insurance  from 
all  policies. 

Agency  Organization 

The  company  conducts  its  operations  through  a  system  of  branch 
offices,  state  and  district  general  agents  and  a  home  office  depart- 
ment having  jurisdiction  over  New  York  City  and  contiguous 
territory  on  all  classes  of  business,  except  accident,  health,  and 
physician's  liability.  The  seventeen  branch  offices  are  located  in 
the  cities  of  Atlanta,  Baltimore,  Buffalo,  Cleveland,  Detroit, 
Hartford,  Indianapolis,  Louisville,  Milwaukee,  Montreal,  Pitts- 
burgh, Eichmond,  St  Louis,  San  Francisco  and  Toronto.  The 
company  has  twenty-seven  general  agents,  the  principal  general 
agencies  being  located  in  the  cities  of  Boston,  Chicago,  Cincinnati, 
Dallas,  Denver,  Halifax,  Kansas  City,  New  Orleans,  New  York, 
Omaha,  Providence,  Rochester,  St.  Louis,  Salt  Lake  City, 
Seattle,  Springfield  and  Winnipeg. 

All  the  business  of  the  special  and  local  agents  is  reported  to 
the  home  office  through  the  branch  offices  and  general  agencies. 
The  branch  office  and  general  agency  contracts  are  made  directly 
with  the  home  office  and  all  local  and  special  agency  contracts 
with  the  resident  managers  and  general  agents. 
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The  contracts  with  the  branch  office  managers  provide  for  the 
salary  of  managers,  office  rent,  salary  of  employees  and  expenses. 
In  addition  to  their  salaries,  the  managers,  prior  to  October  1, 
1913,  received  an  overriding  commission  of  from  1  to  QV^  per  cent, 
usually  2^  per  cent.  Since  October  1,  1913,  the  overriding  com- 
mission on  liability  lines  has  been  made  contingent  upon  the  ratio 
which  the  expenses  of  the  branch  office  bear  to  the  premiums, 
with  an  annual  accounting,  the  first  accoimting  to  be  made 
January  1,  1915. 

The  average  commissions  paid  during  1013,  on  the  various  lines 
of  business,  are  shown  as  follows: 

Average 
line  during  191S 

Fidelity  and  surety 20. 30^ 

Accident  and  health 35 .  08% 

Liability  in  United  States "j 

Liability  in  Canada L  22.65% 

Property  damage  and  collision J 

Workmen's  compensation 16 .  83% 

Workmen's  collective   20 . 66% 

Plate  glass  30.39% 

Steam  boiler  and  fly-wheel 22 .  75% 

Burglary   28.60% 

It  was  necessary  for  the  company  to  reduce  the  commissions 
paid  to  its  general  agents  in  the  United  States  on  liability  lines 
in  order  to  comply  with  the  ruling  made  by  the  Superintendent 
of  Insurance  of  this  State,  which  provided  that  after  October  1, 
1913,  the  acquisition  cost  of  liability  and  workmen's  compen- 
sation business  must  not  exceed  twenty  per  cent.  With  but  one 
exception  none  of  the  agents  in  the  United  States  now  receive 
more  than  20  per  cent,  on  liability  lines  and  17^4  on  workmen's 
compensation.  The  one  exception  is  a  contract  covering  phy- 
sician's liability,  which  contract  contains  no  revocation  clause,  and 
which  the  company  has  no  power  to  alter.  If  any  allowances  were 
made  to  a  general  agent  prior  to  October  ],  1913,  in  addition  to 
commissions,  to  cover  expenses,  such  allowance  has  l>een  reduced 
in  the  proi>ortion  which  the  liability  and  compensation  business 
written  bears  to  the  total  business  written  by  that  agent  on  the 
basis  of  the  experience  of  1912. 
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GREAT  EASTERN  CASUALTY  COMPANY 

New  York 

Examined  to  ascertain  condition  March  31,  1914. 
Report  dated  June  16,  1914. 
Exa/miner:  Charles  E.  Heath. 

History  and  Organization 

This  eompany  was  incorporated  in  1892  under  an  act  of  the 
Legislature  of  the  State  of  New  York  entitled:  "An  act  to  pro- 
vide for  the  incorporation  of  life  and  health  insurance  com- 
panies    *     *     *  "     passed  June  24,  1853. 

The  company  was  originally  organized  under  the  name  of 
"  The  Great  Eastern  Casualty  and  Indemnity  Company  of  New 
York,'^  with  power  conferred  upon  it  to  transact  the  business  of 
insurance,  "  against  injury,  disablement  or  death  of  persons,  re- 
sulting from  traveling  or  general  accidents  by  land  or  water." 
In  1909  the  charter  of  the  company  was  amended,  its  name  being 
changed  from  the  "  Great  Eastern  Casualty  and  Indeinnity 
Company  of  New  York"  to  "Great  Eastern  Casualty  Com- 
pany," its  capital  stock  increased  to  $250,000  and  its  lines  of 
insurance  extended  in  which  it  may  engage,  namely,  guarantee- 
ing the  fidelity  of  persons  holding  places  of  public  or  private 
trusts;  guaranteeing  the  performance  of  contracts  other  than 
insurance  policies  and  executing  or  guaranteeing  bonds  and 
undertakings  required  or  permitted  in  all  actions  or  proceedings 
or  by  law  required;  insuring  against  loss  by  burglary  or  theft, 
or  both,  and  insuring  upon  glass  against  breakage. 

The  company  is  now  engaged  in  the  following  classes  of  in- 
surance named  in  the  order  of  their  importance:  Accident  and 
health,  burglary  and  theft,  plate  glass  and  workmen's  collective. 

Financial  Statement 

A  statement  of  the  assets  and. liabilities  on  March  31,  1914, 
is  shown  as  follows: 

24 
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Ledger  Aseeta 

Mortgage  loans  on  real  estate $204, 500  00 

Book  value  of  bonds $517, 965  1 1 

Book  value  of  stocks 71, 408  13 

589,  373  24 

Cash  in  company's  office $500  00 

Deposits  in  bank  not  on  interest 1 ,  833  05 

Deposits  in  banks  on  interest 48,  245  45 

50,  578  50 

Premiums  in  course  of  collection: 

On  policies  or  On  policies  or 

renewals  renewals 

after  Jan.  1,  prior  to  Jan. 

19U  1, 1914 

Accident  and  health $82,  342  99  $20,  336  14 

Plate  glass   14, 496  45  4,  133  52 

Burglary  and  theft 30,  223  54  7,  894  70 

Totals    $127,  062  98         $32,  369  36 

159.432  34 

Ledger   assets    $1,  003,  884  08 

Non-Ledger  Assets 

Interest  accrued  on  mortgages $2,  848  75 

Interest  accrued  on  bonds 6,  462  49 

Interest  accrued  on  bank  balances 90  43 

Reinsurance  due  from  other  companies  for 
losses 369  49 

9,771   16 

Gross  assets $1, 013, 655  24 

Deduct  Assets  Not  Admitted 

Premiums  in  course  of  collection  written  prior 

to  January  1,  1914 $32, 369  36 

Book  value  of  stocks  and  bonds  over  market 
value   31,  223  24 

Bank  balance 493  87 

64,086  47 


Admitted  assets   $949,  568  77 
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LiahiUties 
LosBes  and  claimB: 

Accident  and  health $95, 309  12 

Plate  glass 6, 224  45 

Burglary  and  theft  17,  536  97 


Total  unpaid  losses $119, 070  54 

Unearned  premiums 450, 039  44 

Commissions  to  agents  and  brokers 43, 114  74 

Salaries,  expenses,  bills  and  accounts  due  and  accrued 6, 150  87 

Taxes  on  premiums  (estimated) 6,  809  33 

Reinsurance  ( net)    6,  543  09 

Advance  premiums 4,  383  52 

Due  agents  for  commissions  imder  profit  sharing  contracts...  2,747  00 


Total  liabilities,  except  capital $638, 858  53 

Capital  stock  paid  up  in  cash $250, 000  00 

Surplus  over  all  liabilities 60,  710  24 


Surplus  to  policyholders 310,  710  24 


Total  liabilities $949,  568  77 


Surplus 

As  a  result  of  this  examination  the  surplus  as  of  March  31, 
1914,  amounts  to  $60,710.24,  which  is  a  reduction  of  $48,- 
367.30  from  the  figures  as  reported  to  the  Department  in  its 
quarterly  statement. 

The  decrease  in  surplus  is  accounted  for  as  follows: 

Increase  Decrease 

Bank  balances $493  87 

Premiums  over  three  months  due 2, 124  29 

Commissions  to  agents $1,  247  02     

Investments    487  50     

Advance  premiums 79  04     

Reserve  for  losses   28,  461  41 

Keserve  for  unearned  premiums 16, 452  61 

Profit  sharing  oommissions 72  72 

Bills  and  accounts  due  and  accrued 2,  400  69 

Taxes 544  76 

Reinsurance  due  from  other  companies 369  49     


$2,183  05        $50,550  35 
Net  decrease  in  surplus 48,  367  50 


$50,550  35 
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Claim  Settlements 

A  thorough  examination  of  claim  settlements  under  accident 
and  health  policies  indicates  that  the  claimants  receive  all  they 
are  entitled  to  under  their  contracts  and  that  settlements  are 
made  promptly  after  thorough  investigation.  Technicalities  are 
resorted  to  only  to  defeat  claims  which  on  their  face  appear  to  be 
unfair. 


MARYLAND   CASUALTY   COMPANY 

Baltimoee,  Md. 

Joint  examination  by  Maryland  and  New  York  to  ascertain  con- 
dition June  30,  1913. 

Report  dated  Decemher  3,  1913. 

Examiners:  For  Maryland,  Charles  0.  Hall  and  Hazelton  A. 
Joyce,  Jr.;  for  New  York,  Leon  8.  Senior. 

The  examiners  have  ascertained  the  company's  financial  condi- 
tion as  of  June  30,  1913,  verified  the  annual  statement  rendered 
to  the  departments  for  the  year  ending  December  31,  1912,  and 
made  a  general  review  of  the  important  transactions  that  have 
taken  place  during  the  preceding  years  of  the  company's  exist- 
ence. This  review  includes  a  summary  of  the  company's  history 
and  organization,  deals  with  its  acquisition  of  the  capital  stock 
of  the  Bankers  Surety  Company  and  contains  a  special  study  of 
experience  and  practices  under  worlanen's  compensation  laws. 

History  and  Obganization 

Powers  under  Charter: 

This  company  was  organized  in  1898  as  the  "  Maryland 
Casualty  Company  of  Baltimore  City  "  under  the  general  cor^ 
poration  laws  of  the  State  of  Maryland  for  the  purpose  of  trans- 
acting life,  accident  and  liability  insurance.  The  original 
charter  provided  for  a  board  of  twelve  directors  and  the  term  of 
corporate  existence  was  limited  to  forty  years.  By  an  act  of 
the  General  Assembly  of  Maryland,  approved  on  March  8,  1898, 
the  corporate  title  was  changed  to  "  Maryland  Casually  Com- 
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panj/'  the  number  of  directors  increased  to  tweniy-five  and  the 
corporation  allowed  perpetual  succession.  In  1900,  the  charter 
was  amended  by  a  special  act  granting  the  company  authority  to 
transact  the  business  of  inspecting  boilers,  engines^  and 
machinery.  In  1902,  the  corporation  was  given  by  a  special  act 
broad  general  powers  to  transact  fidelity,  surety,  and  banking 
business  and  to  insure  against  theft,  larceny,  robbery  and 
burglary.  This  act  also  limited  the  company's  authority  to  own 
real  estate  to  the  extent  of  premises  occupied  as  its  office  or  place 
of  business,  not  exceeding  in  value  $200,000  and  to  such  prop- 
erty as  it  may  acquire  in  satisfaction  of  any  debt  due  to  it  upon 
mortgage,  decree  or  judgment.  The  act  of  1902  was  amended  by 
a  special  act  passed  in  1904,  which  abrogated  the  company's  right 
to  transact  fidelity,  surety  and  banking  business,  and  removed  the 
limitation  as  to  the  ownership  of  real  estate,  conferring  general 
powers  to  invest  its  funds  in  real  and  personal  property.  The 
company's  investments  in  real  estate  are,  however,  restricted  by 
the  provisions  of  section  20  of  the  New  York  insurance  law.  By 
an  act  of  the  General  Assembly  of  Maryland,  passed  in  1910, 
the  company  received  authority  to  transact  fidelity  and  surety 
business. 

Territory  and  Insurance  Lines: 

The  company  is  authorized  to  write  casualty  insurance  in  all 
the  states  of  the  United  States,  the  provinces  of  Canada,  and  in 
Mexico,  Cuba  and  Panama.  It  has  authority  to  transact  surety 
business  in  all  of  the  states  of  the  United  States,  except  Idaho 
and  Nevada,  and  is  also  authorized  to  write  this  line  of  insurance 
in  the  provinces  of  Canada.  It  maintains  branch  offices  in  the 
cities  of  New  York,  Philadelphia,  Boston,  San  Francisco, 
Toronto  and  Havana. 

Financial  Statement 
The  following  financial  statement  shows  the  company's  condi- 
tion as  of  June  30,  1913, 

Ledger  Assets 

Book  value  of  real  estate $1, 230,  604  83 

Mortgage  loans  on  real  estate 17,  057  74 

Book  value  of  bonds 3,  777,  306  08 

Book  value  of  stocks 458,  OeO  00 

Gssli  in  office 14, 503  24 

Bank  depoeiti  on  interest 71,542  44 


742  Reports  on  Official  Examination 

Premiums  in  course  of  collection: 

On  policies  issued  prior  to  April  1,  1913 $141,961  17 

On  policies  issued  on  or  after  April  1,  1913.  1,142,540  50 

Bills  receivable  35, 939  04 

Emergency  fund   77, 814  21 

Printing  equipment  5, 543  28 

Agents'   balances 23, 598  21 

Reinsurance    due    from    other    companies    for 

losses 8,115  00 

Total  ledger  assets $7,  014,445  80 

NorirLedger  Assets 

Interest  accrued  on  bonds $27, 624  81 

Interest  accrued  on  bank  balances 114  25 

27,  739  06 

Gross   assets    $7, 042, 184  86 


Deduct  Assets  not  Admitted 

Book  value  over  market  value: 

Real  estate    $37, 021  33 

Mortgage  loans    10, 957  74 

Bonds    23, 431  43 

Stocks   3,  294  50 

Interest  coupons  returned  by  bank 506  13 

Uncollected  premiums  on  policies  Issued  prior 

to  April   1,   1913 141,961  17 

Bills  receivable  12,  099  06 

Emergency  fund 62, 107  42 

Printing    equipment    5, 543  28 

Agents'   balances    20, 658  14 

Munich  reinsurance  account   978  48 

318,658  68 

Admitted  assets    '. $6, 723, 626  18 


Liabilities 
Losses  and  claims: 

Accident  and  health $171, 556  21 

Fidelity  and  surety  202,  468  97 

Plate  glass    30,665  38 

Steam  boiler   30, 145  42 

Burglary  and  theft  32,292  08 

Sprinkler    8, 380  80 
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Fly  wheel  $760  00 

Property  damage   22, 196  27 

Workmen's  collective  23, 998  24 


Total    $622,  463  37 

l^ecial  reseire  for  unpaid  liability  losses . . .         960, 018  00 


Total  unpaid  losses  $1, 482, 471  37 

Unearned  premiums    2, 867, 308  39 

Commissions  on  policies  issued  on  or  after  April  I,  1913. . . 

Salaries,  rents,  expenses,  etc.,  due  or  accrued 

Estimate  of  State  taxes  due  or  accrued 

State  and  city  taxes  on  capital  stock 

State  and  city  taxes  on  real  estate 

Reinsurance  premiums 

Total  liabilities,  except  capital $4,  816, 196  45 

Capital  actually  paid  up  in  cash $1, 000, 000  00 

Surplus  over  all  liabilities 908, 430  73 


306, 

629 

60 

16,716  86 

82, 

968 

11 

26. 

717  06 

18, 

968 

08 

16, 416 

99 

Surplus  as  regards  policyholders 1, 908, 430  73 


Total  liabilities    $6, 723, 626  18 


Purchase  of  Bankers  Surety  Company 

In  September,  1911,  the  Marj-land  Casualty  Company  ac- 
quired the  entire  capital  stock  of  the  Bankers  Surety  Company, 
a  corporation  organized  under  the  laws  of  Ohio.  The  par  value 
of  such  stock  at  the  time  of  the  purchase  was  $500,000.  The 
purchase  was  accomplished  at  a  total  cost  of  $437,750.  It  is 
claimed  that  such  purchase  has  been  of  benefit  to  the  Maryland 
Casualty  for  the  reason  that  it  has  brought  into  its  organization  a 
number  of  desirable  agents  and  home  oflBce  officials  and  a  large 
volume  of  surety  business.  Subsequent  to  such  purchase  the 
Maryland  Casualty  succeeded,  with  the  consent  of  the  Ohio  de- 
partment, in  reducing  the  capital  stock  of  the  Bankers  Surety 
from  $500,000  to  $200,000,  leaving  the  net  cost  at  $137,750, 
which  appears  as  the  book  value  at  the  date  of  this  examination. 
Thereafter  the  Bankers  Surety  was  placed  in  liquidation,  and 
pursuant  to  the  provisions  of  the  Ohio  law,  three  trustees  were 
appointed  for  the  purposes  of  such  liquidation.  These  trustees 
are  Messrs.  John  T.  Stone,  Walter  L.  Clark  and  James  F. 
Mitchell,  all  officers  of  the  Maryland  Casualty  Company.     The 
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trustees  are  rendering  their  services  without  compensation.  The 
salaries  of  employees  of  the  Bankers  Surety  and  the  other  ex- 
penses of  liquidation  are  paid  from  premiums  received  by  the 
Bankers  Surety  on  long  term  bonds.  Such  premiums  have  been 
sufiBcient  to  take  care  of  all  running  expenses  during  the  past  two 
years.  The  Bankers  Surety,  however,  finds  itself  under  the 
necessity  of  borrowing  money  in  order  to  meet  the  payments  of 
losses  for  the  reason  that  its  liquid  assets,  consisting  of  bonds  and 
stocks,  are  held  under  the  general  deposit  laws  of  the  state  of 
Ohio  for  the  ultimate  protection  of  policyholders.  The  premium 
income  of  the  company  for  the  year  ending  September  30,  1912, 
amounted  to  approximately  $255,000  and  for  the  year  ending 
September  30,  1913,  it  amounted  to  $64,000.  In  its  position  of 
stockholder,  owning  the  entire  capital  stock,  the  Maryland  Cas- 
ualty Company  is  responsible  to  the  policyholders  of  the  Bank- 
ers Surety  to  the  extent  of  the  original  capital  stock,  namely, 
$500,000.  In  addition  thereto  it  has  assumed  the  obligations  of 
the  Bankers  Surety  on  all  bonds  nmning  in  favor  of  the  United 
States  government. 

Settlements  Under  Accident  Policies 

Disability  Claims: 

A  general  review  of  disability  claims  indicates  that  adjust- 
ments are  free  from  criticism.     Liability  is  denied  and  litigation 
resorted  1x)  only  in  cases  where  the  company's  defenses  are  of  a 
meritorious  character. 
Specific  Losses: 

A  detailed  examination  was  made  of  the  company's  settlement 
of  claims  arising  under  personal  accident  policies,  on  account  of 
injuries  resulting  in  death,  dismemberment,  or  loss  of  sight. 
Sixty-two  claims  were  examined,  fifty  fatal  and  twelve  non-fatal. 
The  following  statistics  are  pertinent: 

Indemnitiei  SettUmenis 

specified  by  the 

Claima  by  policiea  Company 

Settlements  in  full   36  $142, 576  $142, 575  00 

Compromise  settlements   19  112, 325  50, 514  55 

Liability  denied   6  8,350     

Claims  prorated   2  4, 300  2, 314  71 


Total    62  $267, 660      $195, 404  26 
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Compromise  Settleinents: 


With  suit  . . 

Without  suit 


Clttinu 
9 
10 


Total 


19 


Reasonable  compromises 

To  the  apparent  advantage  of  the  com- 
pany     

To  the  apparent  advantage  of  the  bene- 
ficiary     


12 
4 
3 


Total 


19 


ist    by) 
iiary..j 


Liability  Denied: 

Reasonable  doubt  as  to 
accidental  causation 
of  death  placed  bur- 
den of  proof  on  bene- 
ficiary     

No  coverage 

Liability  denied  on  ground  that  history 
of  accident  is  not  clearly  defined 

(Death  following  operation  for  hernia.) 


'Suit     lost 
beneficiary 

Beneficiary  1 
not  pressing  I 
claim   J 


Claima 
1 

2 

1 


Total 


5 


Litigation: 

Suits  in  which  judgment  was  rendered 
(company  upheld  in  both  instances) .. 
Suits  settled  before  judgment  was  ren- 
dered     


Clainu 

2 

9 


Total  suits 

Settled  without  suit. 


Totals 


11 
61 


62 


Indemnitiet 

specified 
by  policies 

$48,125 

64, 200 


28, 125 


5,760 


Indemnities 

specified  by 

policies 

$5,000 


1,260 

1,300 

800 


$8,  350 


Indemnities 

specified  by 

policies 


$7,600 


48, 125 


$55. 625 
211,926 


SsUlcments 

by  the 
Company 

$25,999  55 

24,515  00 


$112,325         $50,514  55 


$78, 450         $42,  798  93 


5,715  62 


2,000  00 


$112,325         $50,514  55 


Settlements 

by  the 
Company 


None 

None 
None 
None 


None 


Settlements 

bythe 
Company 


$2,500  00 

25,999  55 

$28,499  55 
166,904  71 


$267,  550   $195,  404  26 


Prorating  on  Account  of  Occupation: 

The  company  prorated  two  claims  on  the  grounds  of  change  to 
a  more  hazardous  occupation;  the  facts  justified  this  action  on 
the  part  of  the  company  in  both  instances. 
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\Yorkmens  Compensation  Insurance 

The  company's  experience  under  workmen's  compensation  in- 
surance appears  *to  have  been  of  a  favorable  character.  This 
form  of  insurance  is  written  in  eleven  states  of  the  United  States 
and  in  the  provinces  of  Canada.  The  following  table  shows  the 
premiums,  losses  and  reserves  for  the  years  1911,  1912,  1913: 

Policy  Premium  Premium  Losses  and 

year  written  earned  reserves  Ratio 

1911 $47,744  94    $47,744  94    $19,509  44   40. S6 

1912 340, 514  32    304,843  25    146, 244  54   47.97 

1913 161,313  85     69,603  79     24,408  04   40.95 

$549,573  11   $412,191  98   $190,162  02   40.13 


Arranged  in  order  of  importance  as  to  volume  of  premiums  the 
states  wherein  the  insurance  is  written  are  as  follows: 

Provinces  of  Canada,  Massachusetts,  Illinois,  Michigan,  New 
Jersey,  Wisconsin,  Rhode  Island,  California,  Kansas,  Arizona, 
New  Hampshire,  Nevada. 

Settlement  of  Workmen's  Compensation  Claims 

Claims  examined,  95 ;  fatal,  59 ;  non-fatal,  36. 

An  examination  was  made  of  the  company's  settlement  of  work- 
men's compensation  claims,  including  all  such  claims  that  have 
arisen  on  accoimt  of  fatal  injuries  since  the  compensation  acts 
became  effective  in  the  various  states.  Investigation  suggested  a 
comparison  of  results  achieved  by  the  original  Illinois  Compensa- 
tion Act  with  corresponding  results  in  Massachusetts. 

Illinois: 

The  history  of  serious  compensation  claims  in  Illinois  is  one 
of  settlements  by  payment  of  a  lump  sum.  The  Illinois  Com- 
pensation Act  of  1911  left  the  initial  agreement  as  to  compensa- 
tion in  the  hands  of  the  insurance  company  and  the  injured  man 
or  his  dependents.  The  statute  provided  weekly  indemnities  dur- 
ing a  term  of  years,  but  it  empowered  the  probate  or  other  county 
court  having  jurisdiction  to  approve  redemption  of  future  in- 
stallments by  the  payment  of  one  sum.     In  this  way  the  "  lump 
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sum  settlement "  was  facilitated,  although,  unfortunately,  the  Act 
did  not  authorize  specifically  any  deduction  whatsoever  on  ac- 
count of  interest 

The  following  table  of  fatal  cases  is  a  comparison  of  the  com- 
pany's settlements  (which  were  effected  in  every  instance  by  the 
payment  of  a  lump  sum)  with  the  compensation  computed  by 
your  examiners,  based  upon  the  interest  rate  named  by  the  Illi- 
nois Compensation  Law  of  1913  (3  per  cent,  with  annual  rest), 
—  and  upon  the  rate  of  wages  disclosed  by  the  company's  claim 
file,  which  wage-rate  represents  not  infrequently  an  underesti- 
mate. Medical  and  hospital  fees  are  not  included  in  this  com- 
parison. 

Fatal  Gompenbation  Claiicb  —  Illinois 


Claim 

number 


Time  elapsed 

between  accident 

and  setilement 


P  44392 6  mo.  6  da. 

P  44411 6  mo.  14  da. 

P  44390 e  mo.  19  da. 

P  44383 6  mo.  21  da. 

P  44389 9  mo.  17  da. 

P  44391 6  mo.  15  da. 

P  44396 10  mo.  23  da. 

P  44406 

P  44407 10  mo.  23  da. 

P  44406 10  mo.  23  da. 

P  44398 10  mo.  13  da. 

R  1560 2  mo.  9  da. 

P  22814 6  mo.  10  da. 

P  33814 7  mo.  26  da. 

P  42350 

R   395 9  mo.  0  da. 

R  3416 

R  3746 0  mo.  29  da. 


Compenaation 
commiUed  ai  S% 

$2, 136  66 
3,266  13 
1,816  16 
1,816  16 
1,976  41 
1,  999  92 
2,094  64 
2,008  46 
1,923  00 
1,923  00 
1,816  16 
3,247  52 
3, 132  76 
3,266  13 
No  coverage 
3, 323  26 
3,273  96 
3,278  33 


Settlement 
$1,958  40 
3,062  50 
1, 500  00 
1,200  00 
2,092  80 
2,064  00 
1,939  00 
1,604  80 
1,709  06 

1,  500  00 
1,200  00 

'  3,  000  00 

2,  760  00 

3,  313  60 

None 
3, 247  50 
2,  866  00 
3,000  00 


$42, 298  65         $38, 207  60 


Average  time  elapsed  between  date  of  accident  and  date  of 
final  settlement,  7  months,  12  days. 

Fatal  Illinois  cases  examined,  thirty-one  (31). 

Fatal  Illinois  cases  where  data  was  forthcoming  sufiicient  for 
comparison,  eighteen  (18). 

From  the  experience  of  this  company,  it  is  extremely  doubtful 
whether  the  tardy  and  inconsistent  lump  sum  settlements  of  death 
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claims  foBtered  by  the  Illinois  Act  of  1911  have  fulfilled  ade- 
quately the  purposes  of  this  statute.  Aside  from  the  dangers  of 
squandering  or  injudicious  investment  on  the  part  of  beneficiaries, 
this  practice  has  worked  financial  advantage  to  certain  attorneys 
at  the  expense  of  those  dependent  upon  the  injured  workman. 
The  examiners  found  evidence  that  of  31  fatal  Illinois  claims^  9 
were  subject  to  attorneys'  liens,  from  26  per  cent,  to  50  per  cent, 
of  the  claim.  In  the  absence  of  a  specific  provision  as  to  rate  of 
discount,  the  courts  have  approved  settlements  on  various  bases; 
some  judges  were  of  opinion  that  an  interest  discount  was  not 
permissible,  while  others  allowed  commutations  at  S  per  cent,  or 
6  per  cent,  interest. 

Permanent  Disability: 

The  provisions  of  the  original  Illinois  act  relating  to  compen- 
sation for  permanent  disability  are  by  no  means  easy  of  appli- 
cation. The  settlements  consummated  under  these  provisions 
have  invariably  disregarded  the  present  values  of  the  life  pen- 
sions payable  after  the  first  eight  years  of  total  disability. 

MassachiLsetts: 

In  contrast  with  the  situation  in  Illinois,  the  Massachusetts 
Compensation  Act  of  1911  created  a  potent  agency  for  adminis- 
tering the  law  in  the  form  of  an  industrial  board  of  broad  and 
explicit  powers.  The  statute  imposed  a  severe  penalty  upon  the 
employer  for  each  failure  to  report  an  accident  to  the  board 
within  forty-eight  hours  after  its  occurrence,  and  made  approval 
on  the  part  of  this  body  a  condition  to  any  valid  agreement  be- 
tween employer  and  employee  (or  his  dependents)  as  to  compen- 
sation for  injury.  Disagreements  were  to  be  arbitrated  before  a 
committee,  in  which  a  member  of  the  board  held  the  balance  of 
power.  The  findings  of  this  committee,  if  not  accepted  by  both 
parties,  were  made  subject  to  review  by  the  board.  The  func- 
tions of  the  courts  in  carrying  out  the  provisions  of  the  act  were 
limited  substantially  to  the  enforcement  of  the  decisions  of  the 
industrial  board,  and  the  determination  of  questions  of  law  upon 
appeal. 
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The  table  below  compares  the  compensation  payable  under  the 
Maasachnsetts  Act  of  1911,  as  determined  by  your  examiners, 
with  the  company's  settlements  of  fatal  compensation  claims  In 
Massachusetts : 

Fatal  Gohpehsation  Ciaims  —  MAssAOOsusirrTS 

Claim  numiber  Compentaiion  provided  by  SlaiuU  Settlement 

R    3571 $10  per  week  for  300  weeks  In  full 

P  38532 $6  per  week  for  300  weeks  In  full 

P  38534 $6  per  week  for  300  weeks  In  full 

R    7043 $3,000,  payable  in  weekly  InstallmentB     Pending 

R    7273 $3  per  week.  In  full 

R    3296 $137  $137 

Funeral  expenses  No  dependents 

R  38533 $200  $200 

Funeral  expenses  No  dependents 

R  22685 $300  $280,  being  a  com- 

mutation of  fu- 
ture payments 
at  3%%. 

Fatal  Massachusetts  claims  examined,  12. 
Fatal  Massachusetts  claims  examined  where  data  was  forth- 
coming sufficient  for  comparison,  8. 

Conclusion 

This  report  shows  the  company  to  be  in  a  sound  financial  con- 
dition, with  a  paid-in  capital  of  $1,000,000,  a  paid-in  surplus  of 
$300,000,  and  an  earned  surplus  of  $608,430.73. 

Its  history  is  one  of  uninterrupted  success,  its  affairs  are  ef- 
ficiently conducted  and  its  statements  to  the  departments  are  pre- 
pared with  substantial  accuracy. 

This  examination  indicates  that  the  reserves  which  are  based 
upon  mathematical  computations  are  correctly  maintained  and 
that  the  company  aims  to  carry  sufficient  reserves  in  all  of  its  de- 
partments where  the  estimates  are  based  upon  judgment. 

In  its  dealings  with  policyholders  and  claimants,  the  company 
has  fulfilled  the  obligations  of  its  contracts  in  a  spirit  of  fairness. 

Its*  experience,  however,  in  making  settlements  under  work- 
men's compensation  laws  indicates  that  such  settlements  should 
be  under  the  supervision  of  industrial  boards.    It  is  our  opinion 
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that  whatever  there  may  have  been  in  its  settlements  of  work- 
men's compensation  claims  meriting  criticism  has  been  due  to  the 
conditions  and  uncertainties  in  the  law  on  this  subject  and  not 
to  any  disposition  on  the  part  of  the  company  to  be  unfair  to 
claimants. 


MASSACHUSETTS  BONDING  AND  INSURANCE 

COMPANY 

Boston,  Mass. 

Joint  examination  to  ascertain  condition  December  31,  1913. 

Report  dated  May  5,  1914. 

May  5,  1914. 

The  report  of  the  examination  of  the  Massachusetts  Bonding 
and  Insurance  Company  of  Boston,  Massachusetts,  made  under 
the  direction  of  the  Insurance  Commissioner  of  the  State  of 
Massachusetts,  the  Superintendent  of  Insurance  of  the  State  of 
New  York  and  the  Insurance  Commissioner  of  the  State  of 
Connecticut,  by  Messrs.  H.  L.  Peabody,  C.  A.  Wheeler  and 
Joseph  Froggatt,  which  report  is  attached  hereto,  having  been 
fully  considered,  is  hereby  adopted  by  the  Insurance  Depart- 
ments of  the  States  aforesaid  and  made  their  report 

Witness  our  hands  on  the  day  and  year  above  given. 

Frank  H.  Hardison, 
Insurance  Commissioner  of  the  State  of  Massachusetts, 

Frank  Hasbrouck, 
Superintendent  of  Insurance  of  the  State  of  New  York, 

Burton  Mansfield, 
Insurance  Commissioner  of  the  State  of  Connecticut. 

History  and  Organization 

This  company  was  organized  on  the  29th  day  of  July,  1907, 
under  the  provisions  of  chapter  118,  section  30,  of  the  Revised 
Laws  and  the  acts  in  amendment  thereof  and  in  addition  thereto, 
with  a  capital  stock  of  $500,000. 
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On  June  30,  1911,  the  capital  stock  was  increased  to  $1,000,000 
pursuant  to  the  provisions  of  section  39  of  chapter  576  of  the 
acts  of  1907. 

The  company  is  now  transacting  fidelity  and  surety  business, 
accident  and  health,  burglary  and  theft,  plate  glass,  liability, 
workmen's  compensation  and  workmen's  collective  insurance. 

It  has  been  admitted  in  all  the  states  of  the  United  States,  with 
the  exception  of  New  Mexico,  South  Dakota  and  Virginia. 

The  company  transacts  its  business  through  branch  oflSces,  gen- 
eral agencies  and  direct  reporting  agencies.  The  branch  offices 
are  located  in  the  following  cities : 

Albany,  Kansas  City,  Seattle, 

Brooklyn,  New  York   City,  Scranton, 

Chicago,  Philadelphia,  Spokane, 

Cleveland,  Pittsburg,  Washington,  D.  C. 

Detroit.  Providence,  Indianapolis. 

Capital  Stock 

The  company  was  organized  in  July,  1907,  with  a  paid-up 
capital  of  $500,000  and  a  paid-in  surplus  of  $250,000.  In  June, 
1911,  $500,000  was  added  to  the  paid-up  capital  and  $250,000 
to  the  paid-in  surplus,  making,  as  now,  a  paid-up  capital  of 
$1,000,000  and  a  paid-in  surplus  of  $500,000. 

The  Federal  Trust  Company,  of  Boston,  Mass.,  acts  as  transfer 
agent  of  the  company  and  has  furnished  a  certificate  setting  forth 
that  there  was  outstanding  as  at  December  31,  1913,  10,000 
shares  of  stock  of  the  par  value  of  $100  each.  This  has  been 
verified  by  an  examination  of  the  stock  ledger  and  stock  certifi- 
cate books  kept  at  the  ofiice  of  the  transfer  agents. 

Financial  Statement 

The  following  statement  shows  its  financial  condition  on  De- 
cember 31,  1913,  as  ascertained  by  your  examiners: 

Ledger  Assets 

Real  estate  (book  value) $14,000  00 

Bonds    (book  value) $1,  91^,472  74 

Stocks    (book   value) 254, 535  42 

2,174,008  16 
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Cash: 

In    office $6, 245  41 

In  banks,  not  on  interest..  72,516  89 

In  banks  on  interest 418,  841  69 

$497,  603  99 


Premiums  in  course  of  collection 932,  686  18 

Bills  and  accounts  receivable 675  37 

Workmen's    compensation    reinsurance    and 

inspection  bureau  6, 906  13 

Due  from  Pennsylvania  Casualty  Company . .  9,  741  30 


Ledger   assets   .    $3, 635 ,621  13 

Non-Ledger  Assets 

Interest  accrued: 

On  bonds $23, 282  51 

On  bank  balances 1, 191  47 

Salvage  due  from  reinsured  companies 467  50 

Salvage  received  in  1914  on  losses  paid  in 

1913 4,683  27 

Cash   deposited   in  branch   office  bank,   not 

reported 3, 022  80 

32,647  65 


Gross  assets $3,  668, 268  68 

Assets  Not  Admitted 

Bills  and  accounts  receivable $175  37 

Due  from  Pennsylvania  Casualty  Company.  9,741  30 
Book  value  of  stocks  and  bonds  over  market 

value 96, 789  16 

Uncollected    premiums   on    policies   effective 

prior  to  Oct  1,  1913 •  352, 476  31 

459,182  14 


Admitted   assefts    $3, 209, 086  54 

Liabilittes 

Losses  and  claims  (including 
investigation  and  adjust- 
ment expenses) : 

Accident  and  health $65,932  51 

Fidelity 61,  076  91 

Surety 214,419  89 

Plate  glass 2,  865  77 

Burglary  and  theft   16,589  00 


*The  company  reports  May  lit  that  approximately  $180,000  of  this  amount  had  beeai 
oolleoted. 
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Auto   and   teams   property 

damage $10,876  03 

Workmen's  collective 489  60 

$362,249  61 

Special  reserve  for  unpaid  liability  and  work- 
men's compensation  losses 163, 107  00 

Unearned  premium  reserve 1, 378,079  78 

Advance  premiums    ( 100% ) 47, 077  88 

Oommissions   due   on   uncollected   premiums 

effective  after  Oct.  1,  1913 122,  996  98 

Salaries,  expenses,  etc.,  due  or  accrued 21,149  35 

Taxes  on  premiums  due  or  accrued 47, 771  46 

Reinsurance 18, 183  93 


Liabilities    (except  capital) |2, 160, 616  98 

Capital $1, 000,000  00 

Surplus 48,470  66 

1.048.470  66 


Total   liabilities    $3, 209, 086  64 


NATIONAL  SURETY  COMPANY 

New  York,  N.  Y. 

Joint  examination  by  New  York  and  Maryland  to  ascertain 
condition  December  31,  1913. 

Report  daied  May  2,  1914. 

Examiners:  For  New  York,  C.  E.  Woodman;  for  Maryland, 
Huzeiton  A.  Joyce,  Jr.,  a/nd  Charles  0.  Hall, 

History 

The  National  Surety  Company  was  incorporated  February  24, 
1897,  under  chapter  690,  acts  of  1892  of  the  State  of  New  York, 
with  an  authorized  capital  of  $500,000.  At  various  times  subse- 
quent to  that  date,  authority  was  granted  the  company,  through 
amendments  to  its  charter,  to  increase  its  authorized  capital  to 
$2,000,000,  which  amount  represents  the  present  capital  of  the 
company.  Such  increases  conform  to  the  Insurance  Laws  of  the 
State  of  New  York,  as  disclosed  by  reports  on  file  with  the  Insur- 
ance Department  of  the  State.  Under  its  charter,  the  company  is 
authorized  to  write  insurance  covering  fidelity,  surety  and 
burglary  or  theft  risks. 
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Financial  Statement 
The  following  statement  shows  the  assets  and  liabilities  on  De- 
cember 31,  1913: 

Ledoer  Assets 

Book  value  of  real  estate $193,  306  99 

Mortgage  loans   49, 040  57 

Collateral  loans    20, 500  00 

Book  value  of  bonds 3,  930, 013  74 

Book  value  of  stocks 1 ,  753, 170  13 

Cash  in  company's  office $21,  966  83 

Cash  in  branch  offices 11,  585  12 

Cash  in  transit  1,  754  54 

Deposits  in  banks  not  on  interest 144, 174  23 

Deposits  in  banks  on  interest 736,  592  96 


916,073  68 

Due  from  suspended  banks 81, 871  90 

Premiums  in  course  of  collection: 

On  policies        On  policies 
issued  after  prior  to 

Oct.  1, 1913        Oct.  1,  1913 

Fidelity   $123, 120  46       $111,  920  31 

Surety   306',  564  78         168,902  40 

Burglary  and  theft 97, 716  62  15,  674  92 


Totals $527,  401  86       $296,497  63 


823.  899  49 

Bills  receivable   2, 102  58 

Accounts  receivable,  miscellaneous 22, 341  22 

Reinsurance  recoverable  on  paid  losses 31, 799  75 

Due  from  railroads  for  inspections 15,  798  05 

Advances  on  contracts  —  Dr.,  $39,155.31;  Cr.,  $1,364.94 37,790  37 

Due  from  U.  S.  government,  counties  and  municipalities 41,  950  00 

Funds  held  by  Excise  Reinsurance  Committee 60,  039  51 

Empire  State  Surety  Company  —  special  account 3,585  14 

Advances  against  commission  —  Dr.,  $1,866.11 ;  Cr.,  $24.30. . . .  1,841  81 

Suspense  accounts    19,  884  63 


Ledger  assets  as  per  balance $8, 005, 009  56 

'Non-Ledger  Assets 

Interest  accrued  on  mortgages $391  62 

Interest  due,  $912.50,  and  accrued,  $45,453.46, 

on  bonds   

Interest  accrued  on  collateral  loans 

Interest  accrued  on  bank  balances 

Funds  held  bv  Excise  Reinsurance  Committee 

over  that  shown  on  company's  ledger 

Salvage  received  in  1914  on  losses  paid  prior. . . 


GroBg  assets $8, 117,  309  27 


46,365  96 

400  00 

2,935  30 

93  33 

62,113  50 

112,299  71 
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Deduct  Assets  Not  Admitted 

Book  value  of  real  estate  over  market  value. .  $29,823  37 

Mortgage  loans  6',  972  53 

Collateral  loans 2, 600  00 

Book  value  of  bonds  over  market  value 226,346  78 

Book  value  of  stock  over  market  value 204,755  13 

Cash  in  branch  offices 5,  634  47 

Due  from  suspended  banks 52,  111  99 

Premiums  in  course  of  collection  written  prior 

to  October  1,  1913 296,  497  63 

Bills  receivable   2,  102  58 

Accounts  receivable,  miscellaneous 22,  341  22 

Reinsurance  recoverable  on  paid  losses 13, 134  19 

Advances  on  contracts,  gross  amount 39, 155  31 

Due  from  counties  and  municipalities 11,  604  16 

Empire   State   Surety    Company  —  special    ac- 
count     3, 585  14 

Advances  against  commissions,  gross  amount..  1,866  11 

Suspense  accounts   19, 884  63 

Exchange  on  Mexican  bank  deposits 3,  386  98 

$941,  602  22 

Admitted  assets $7, 175,  707  05 

Liabilities 
Unpaid  claims,  including  adjustment  expenses: 

Fidelity  $343,  774  76 

Surety    1,  025,  467  33 

Burglary  and  theft 33,822  08 

$1,403,054  17 

Unearned  premiums: 

Gross  premiums,  one  year,  $2,726,547.29;  un- 
earned premiums  pro  rata $1,601, 251  79 

Gross  premiums,  more  than  one  year,  $647,- 

369.87;  unearned  premiums  pro  rata 325,025  57 

Gross  premiums,  New  York  State  excise, 
$76,704.88;  unearned  premiums,  75  per 
cent 67, 628  66 

1 , 883, 806  02 

Commissions  on  policies  issued  on  or  after  October  1,  1913...         120,407  62 

Salaries  accrued  and  bills  unpaid 6,  414  57 

Taxes  on  premiums 43,  947  36 

Dividends  declared  and  unpaid 60, 378  00 

Return  premiums,  $37,080.88;  less  commissions,  $8,565.68 28,515  20 

Reinsurance  premiums,  $37,562.35;  less  commissions,  $11,375.32  26, 187  03 

Unadjusted  premiums   9, 159  23 

Railway  mail  clerk  advance  premiums 8,  369  00 

Auto  chauffeurs  advance  payments 122  00 

Income  tax  deducted  at  source 13  33 

Total  liabilities,  except  capital $3.690, 373  53 
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Capital  stock  paid  up  in  cash $2, 000,  000  00 

Surplus  over  all  liabilities 1, 585,333  62 

Surplus  to  policyholders   $3, 585, 333  62 

Total    $7, 175, 707  05 


Changes  in  Surplus 

The  following  exhibit,  setting  forth  the  asset  and  liability  items 
affected  and  the  resulting  decrease  in  surplus,  will  aid  in  a  review 
and  discussion  of  the  report: 


Aaaete 


Real  estate  and  mortgage  loans 

Collateral  loans 

Book  value  over  market  value  of  bonds  and 

stocks 

Accrued  expenses  on  branch  office  balances .... 
Deposits  in  bank   (exchange  on  Mexican  bank 

balance) 

Due  from  suspended  banks 

Premiums  over  ninety  days  due 

Due  for  reinsurance  on  paid  losses 

Advances  on  contracts 

Due  from  counties  and  municipalities 

Funds  held  bv  Excise  Reinsurance  Committee. . 

Advances  against  commissions 

Accrued  interest  

Salvage  received  on  losses  paid 


Increase  in 
surplus 


$93  33 


62,113  50 


Decrease  in 
surplus 
$6,795  90 
2,600  00 

4, 070  00 
1, 243  26 

3,  386  98 
3,546  31 
7, 984  05 
1,946  62 
1,364  94 
11,604  16 

24  30 
1,017  31 


Liabilities 


Claim  reserve 

Unearned  premiums 

Unearned  premiums  — ■  excise 

Commissions,  brokerage,  etc 

Salaries,  rents,  expense  bills,  etc. 

Estimated  taxes  on  premiums 

Return  premiums 

Reinsurance  premiums 

Unadjusted  premiums 

Railway  and  mail  clerk  premiums 


Net  decrease  in  surplus: 


615  12 


7,087  74 
778  70 


165  24 


76',  765  81 
14, 319  64 

7.976  58 
2,286  22 


458  72 
8, 369  00 


$70,  853  63       $155,  659  80 
84,  806  17 
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BwMpituUUion 

Surplus  reported  by  company  December  31,  1913,  including  con- 
tingent fund  of  $170,139.69 $1,670, 139  69 

Net  decrease  as  result  of  this  examination 84, 806  17 


Surplus  as  shown  by  examination  on  December  31,  1913. .  $1,585,  333  52 


Underwriting  and  Investment  Exhibit 

The  following  condensed  exhibit  sets  forth  the  gains  and  losses 
for  the  year  1913 : 

Underwriting 

Income  earned  $3, 692, 229  13 

Losses  incurred $1,  415, 760  99 

Expenses  incurred 1 ,  736, 043  63 

3, 151, 804  62 

Gain  from  underwriting $540, 424  51 

Inveattnenia 

Income  eam«d $296, 728  05 

Expenses  incurred  and  decrease  in  market  value        337, 172  72 

Loss  from  investments 40, 444  67 

Net  gain  from  underwriting  and  investments $499,979  84 

Dividends  declared 240,  000  00 


Increase  in  surplus  during  1913 $259, 979  84 


Affency  Contracts 

The  company  operates  in  every  state  of  the  Union,  the  District 
of  Columbia,  Hawaii,  Porto  Eico,  Costa  Bica,  Mexico  and 
Canada.  The  company  also  had  a  branch  office  in  the  Argen- 
tine Republic,  but  this  was  closed  the  first  of  this  year.  The  busi- 
ness is  operated  through  a  system  of  branch  offices,  general  and 
sub-agents  and  general  territorial  managers.  The  general  agents 
are  charged  with  the  duty  of  developing  their  territory,  appoint- 
ing sub-agents  and  fijcing  the  commissions,  and  are  under  the  direct 
supervision  of  the  home  office.  General  agents  are  granted  au- 
thority to  execute  bonds,  the  maximum  amounts  on  fiduciary  bonds 
being  $200,000,  with  joint  control,  and  $30,000  individual  con- 
trol; contract  bonds,  $100,000;  contract  supply  bonds,  $400,000; 
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and  fidelity  bonds  with  counter  signature^  $25,000,  and  without, 
$15,000;  but  are  presumed  to  submit  all  large  applications  to  the 
home  office  for  approval,  where  time  will  permit.  Where  instruc- 
tions are  contravened,  the  agency  is  held  responsible  for  any 
injury  the  company  may  suffer.  Sub-agents  are  not  allowed  to 
execute  bonds  without  prior  submission  to  and  approval  of  duly 
empowered  attorneys  in  fact.  To  facilitate  the  passing  upon 
bonds,  the  company  has  also  appointed  a  number  of  resident  vice- 
presidents  and  assistant  secretaries,  their  services  being  paid  by 
fees.  There  are  eighteen  branch  offices  located  in  the  principal 
cities,  in  charge  of  a  manager  under  salary,  and  the  expenses  of 
these  offices  are  paid  by  the  company.  The  company  has  three 
territorial  managers. 

CoTiclusion 

As  a  result  of  a  thorough  investigation  into  the  affairs  of  this 
company,  we  beg  to  report  that  its  financial  condition  is  sound  and 
that  it  is  honestly  managed.  The  changes  made  in  the  company's 
figures  do  not  materially  affect  its  financial  condition,  as  reported 
to  the  departments. 

The  company  reported  its  surplus  of  December  31,  1913,  as 
$1,500,000,  after  having  deducted  an  imassigned  "  Contingent 
Fund  of  $170,139.69,"  while  the  surplus  on  that  date  as  shown 
by  this  examination  amounted  to  $1,585,333.52,  or  an  apparent 
increase  of  $85,333.52,  but  an  actual  decrease  of  $84,806.17.  In 
arriving  at  the  amount  of  surplus  we  have  disregarded  the  item 
of  $170,139.69  carried  by  the  company  under  liabilities  under  the 
caption  "  Contingent  Fund." 


NEW     AMSTERDAM     CASUALTY     COMPANY 

New  York,  N.  Y. 

Examination  incident  to  sale  of  capital  stoch. 
Report  dated  August  23,  1913. 
Examiner:   John  E.  Watson. 

Examination  limited  to  the  transactions  incident  to  the  purchase 
of  the  capital  stock  of  the  company  by  the  American  Indemnity 
Company  of  Baltimore,  and  an  examination  of  the  bonds  and 
stocks  owned  by  the  company  on  August  23,  1913. 
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In  May,  1913,  an  agreement  was  entered  into  between  a  stock- 
holders' committee  of  the  New  Amsterdam  Casualty  Company 
and  the  American  Indemnity  Company,  whereby  the  latter  com- 
pany agreed  to  purchase  the  capital  stock  of  the  former  at  $150 
per  share  payable  $125  in  cash  and  $25  in  capital  stock  of  the 
American  Indemnity  Company  on  the  basis  of  $50  for  every  share 
of  the  stock  of  the  American  Indemnity  Company  issued  at  a  par 
value  of  $25. 

The  Empire  Trust  Company  of  42  Broadway  was  designated 
as  the  depository  for  the  transfer  of  the  stock  of  both  companies, 
and  3,986  shares  of  stock  of  the  New  Amsterdam  Casualty  Com- 
pany, out  of  a  total  of  4,000,  was  so  deposited. 

The  sale  was  consummated  on  July  15,  1913,  and  stock  cer- 
tificate was  issued  to  the  American  Indemnity  Company  for  3,969 
shares  of  stock  for  which  the  American  Indemnity  Company  paid 
by  certified  check  the  sum  of  $456,109.68  and  in  addition  thereto 
transferred  to  the  stockholders  of  the  New  Amsterdam  Casualty 
Company  2,833  shares  of  the  American  Indemnity  Company  at 
the  agreed  value  of  $50  per  share,  amounting  to  $141,650. 

A  special  meeting  of  the  board  of  directors  of  the  New  Amster- 
dam was  held  on  the  same  day  at  which  nine  of  the  directors  re- 
signed and  others  representing  the  American  Indemnity  Company 
were  elected  in  their  place.  The  present  directorate  numbers 
eighteen  and  a  majority  of  them  are  residents  of  this  State. 

Mr.  J.  Arthur  Nelson,  the  President  of  the  American  In- 
demnitv,  was  elected  Vice-President  of  the  New  Amsterdam.  New 
names  were  added  to  the  executive  committee  and  a  new  vault 
committee  was  elected. 

The  securities  of  the  New  Amsterdam  were,  on  the  same  day, 
transferred  to  the  Mercantile  Trust  and  Deposit  Company  of 
Baltimore. 

In  explanation  of  this  transfer  the  Vice-President,  Mr.  J. 
Arthur  Nelson,  has  stated  that  inasmuch  as  the  principal  stock- 
holder was  a  Maryland  corporation  the  directors  felt  that  the  se- 
curities, as  a  matter  of  convenience,  should  be  deposited  in  Balti- 
more. 

At  the  request  of  the  Insurance  Department  said  securities  have 
now  been  returned  to  New  York  city  and  have  been  examined  and 
counted  as  a  part  of  this  examination. 
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Arrangement  will  be  made  shortly  by  the  board  of  directors  for 
a  safe  deposit  vault  in  New  York  city  in  which  to  place  the  securi- 
ties, subject  to  the  proper  control  of  the  officers  and  the  vault  com- 
mittee. 


THE  NEW  YORK  PLATE  GLASS  INSURANCE 

COMPANY 

New  York,  N.  Y. 

Examined  to  ascertain  condition  June  30,  1913. 
Report  dated  August  13,  1913. 
Examiner:  Jesse  Bacharach. 

Ledger  Assets 

Mortgage  loans $1,  000  00 

Book  value  of  bonds 182, 453  81 

Book  value  of  stocks 660, 563  69 

Gash  in  company's  office 2, 623  59 

Deposits  in  trust  companies  and  banks 22,061  85 

Premimns  in  course  of  collection 166,947  57 

Total $1. 044,550  51 

Non-Ledger  Assets 
Interest  accrued  on  bonds 2, 536  66 

$1,047,087  17 

Deduct  Assets  "Not  Admitted. 

Premiums  in  course  of  collection  written  prior 

to  April  1,  1913 $47, 780  88 

Book  value  of  stocks  and  bonds  over  market 

value 106, 737  50 

154,618  38 


Total  admitted  assets $892, 668  79 


Liabilities 

Unpaid  losses $29,  384  01 

Unearned  premiums  on  risks  of  one  year  or  less         303,360  96 
Unearned  premiums  on  risks  of  more  than  one 

year 23,915  02 

Commissions  due  agents  on  businesss  written 

subequent  to  April  1,  1913 39, 289  23 

Bills  and  accounts  due  and  accrued 567  47 
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Taxes  due  and  accrued $5,  960  51 

Dividends  due  stockholders 8, 000  00 

Advance  premiums 1, 498  15 

Total  liabilities  except  capital $411,981  35 

Capital $200,  OOO  00 

Surplus  over  all  liabilities 280.  587  44 

Surplus  to  policyholders 480,587  44 


$892,568  79 


PREFERRED  ACCIDENT  INSURANCE  COMPANY 

New  Yokk,  N.  Y. 

Examined  to  ascertain  condition  May  31,  1913. 
Report  dated  July  22,  1913. 
Examiner:  Jesse  Bacharach, 

The  Preferred  Accident  Insurance  Company  of  New  York, 
with  home  office  at  80  Maiden  lane,  New  York  City,  is  a  stock 
corporation  transacting  casualty  business  under  the  provisions  of 
article  II  of  the  Insurance  Law  of  the  State  of  New  York. 

The  company  was  last  examined  by  the  State  of  New  York  In- 
surance Department  as  of  December  31,  1909,  and  report  of  such 
examination  bears  date  as  of  March  15,  1910. 

At  the  date  of  the  last  examination  the  company  transacted 
business  under  a  certificate  of  authority  authorizing  it  to  write 
business  under  subdivisions  1  and  2  of  section  70.  The  com- 
pany's authorized  capital  at  that  time  was  $350,000.  On  Sep- 
tember 19,  1911,  the  company  amended  its  charter,  increasing 
its  capital  from  $350,000  to  $700,000  and  further  amended  its 
charter  as  to  the  kinds  of  insurance  to  be  written  to  read,  "  those 
lines  authorized  under  subdivisions  2,  3,  4  (excepting  credit), 
5,  6,  7,  8,  9  and  10  of  section  70  of  the  Insurance  Law." 
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Firumcidl  Statement 

The  financial  condition  of  the  company  as  of  May  31,  1913, 
follows : 

Ledger  Assets 

Mortgage  loans $76, 000  00 

Book  value  of  bonds 2, 328, 547  41 

Book  value  of  stocks 220, 419  36 

Cash  in  bank 106,294  43 

Cash  in  office 1 ,  540  18 

Premiums  in  course  of  collection  on  policies  issued  after  Feb- 
ruary 28,   1913    370,956  50 

Premiums  in  course  of  collection  on  policies  issued  prior  to 

February  28,  1913  63.570  66 

Accounts  receivable  —  due  for  reinsurance  on  losses  paid 3 ,  O50  64 

Workmen's  Compensation  Bureau 297  05 

Agents'  balances  13,  970  10 


Ledger  Assets  $3, 183, 646  23 


Non-Ledger  Assets 

Interest  accrued  on  bonds $17, 079  87 

Interest  accrued  on  cash  in  bank 474  49 

Balance  due  from  State  of  New  York,  being  over 

payment  of  tax  on  premiums 500  00 


18,054  36 


Gross  assets $3,201, 700  59 


Deduct  Assets  Not  Admitted 

Accounts  receivable  (amount  due  from  non- 
admitted  company,  viz.,  Munich  Reinsurance 
Company) $3,029  33 

Agents'  balances  (advances  to  agents) 13,970  10 

Premiums  in  course  of  collection  written  prior  to 
March  1,  1913 63.570  56 

Book  value  of  bonds  and  stocks  over  market 
value 218, 820  77 


299.390  76 


Admitted  assets $2,902,309  83 
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lAdbiUties 
Unpaid  losses: 

Accident  and  health $153, 585  00 

Plate  glass 908  02 

Burglary  and  theft 6,635  00 

Automobile  property  damage 15,565  24 


Total $176,693  26 

Special  reserve  for  unpaid  liability  losses 45,593  23 


Total  unpaid  claims  and  expenses  of  settlement $222,286  49 

Unearned  premiums: 

One  year  or  less $961,  445  62 

Term 18,960  08 


980,405  70 

Commissions    74, 123  70 

Salaries,  rents,  expenses,  bills,  etc 6. 431  76 

Taxes  (estimated)    17, 112  00 

Unpaid  dividends   14, 000  00 

Reinsurance  due  other  companies  (net) 3, 795  23 

Advance  premiums  ( 100% ) 3, 319  25 

Interest  paid  in  advance  on  mortgage  loan 1,  301  24 

Present  value  of  annuities  issued  in  settlement  of  claims 92,  977  52 


Total  amount  of  liabilities  except  capital $1,415,  752  89 

Capital  stock $700,000  00 

Surplus  over  all  liabilities 786, 656  94 


Surplus  as  regards  policyholders 1 ,  486, 556  94 


Total  liabilities $2, 902, 309  83 


Present  value  of  annuities  used  in  settlement  of  claims: 

The  company  reported  outstanding  on  December  31,  1912, 
twenty-three  annuity  contracts  issued  to  beneficiaries  under  acci- 
dent policies  in  lieu  of  payment  in  lump  sum.  Ten  of  these  con- 
tracts provide  payment  in  quarterly  instalments  of  $10  per  week 
during  the  lifetime  of  the  parties  covered  thereunder.  Ten  con- 
tracts provide  quarterly  instalments  at  the  rate  of  $10  per  week 
for. a  period  of  ten  years.  Two  contracts  call  for  payment  at 
the  rate  of  $5  per  week  for  twenty  years  and  one  for  $7.50  per 
week  for  fifteen  years. 

A  reserve  of  $105,809  was  set  up  in  the  1912  statement  to 
cover  these  contingencies.  This  seems  to  have  been  more  than 
adequate.     The  system  used  by  the  company  in  computing  the 
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reserves  is  rather  imscientific.  On  the  contracts  involving  life 
annuities,  the  gross  female  annuity  rates  of  the  Equitable  Life 
Assurance  Society  for  1897  were  used  at  the  attained  age  with  a 
deduction  of  5  per  cent.  The  temporary  annuities  were  valued 
without  regard  to  interest  or  mortality,  the  total  amount  of  all 
future  payments  being  set  up  as  a  liability. 

A  valuation  of  the  annuities  as  of  May  31,  1913,  made  by 
employing  the  company's  method  makes  the  total  liabilities  on 
this  score  $102,290.07.  A  complete  valuation  of  these  contracts 
has,  however,  been  made  on  the  basis  of  the  Combined  Experi- 
ence Table  of  Mortality  with  interest  assumption  of  4  per  cent. 
This  valuation  was  as  of  May  31,  1913.  Three  of  the  tem- 
porary annuity  contracts  did  not  state  the  age  of  the  annuitant 
so  that  in  valuing  these  policies  it  was  impossible  to  employ  the 
mortality  factor  —  discount  at  4  per  cent,  was,  however,  taken. 
The  result  of  the  aforesaid  valuation  gives  a  total  present  value 
of  annuities  amounting  to  $92,977.52,  which  would  seem  to  be 
sufficient  to  meet  accruing  claims  and  liabilities  in  the  form  of 
quarterly  payments  under  outstanding  annuity  contracts.  An 
exhibit  is  herewith  attached. 

lAahUity  lines: 

The  company  began  writing  liability  business,  all  branches, 
on  October  1,  1911,  but  found  the  business,  especially  the  con- 
tractors' and  manufacturers'  branch,  to  be  unprofitable,  and 
therefore,  on  January  1,  1913,  discontinued  writing  contractors' 
and  manufacturers'  liability  policies.  It  now  writes  only  auto 
and  general  liability. 

Life  Annuity  Policies: 

The  company  is  now  reserving  on  a  number  of  annuity  poli- 
cies written  in  previous  years,  but  since  1911  the  company  has 
discontinued  the  writing  of  such  policies. 

Recommendations  of  previous  examinaivon: 

In  the  report  of  the  examination  of  this  company  made  under 
date  of  March  15,   1910,  were  several  recommendations  vidth 
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reference  to  the  bookkeeping  and  accounting  methods.  Your 
examiner  finds  that  since  1910  the  accounting  system  has  been 
entirely  changed  in  conformity  with  such  recommendations. 
The  company  now  has  a  simple^  compact  and  efficient  set  of  ae- 
counts^  susceptible  of  an  easy  check. 

The  following  is  an  exhibit  of  the  underwriting  gains  and 
losses  for  the  various  lines  for  the  three  years  and  five  months 
under  examination. 


Underwriting 

LoBB  Gam 

Accident  and  health $674,537  90 

Liability $101,761  21 

Plate  glass 8,643  68 

Burglary  and  theft 33,  0  LI  62 

Auto  and  teams  property  damage 41,281  84 

$184,688  36 

Gain  from  underwriting 389 ,  849  66 

$674,637  90 


Investments 
Investment  income $304, 996  00 

Loss  on  sale  of  bonds $610  48 

Loss  on  change  in  difference  between  book  and 

market  value 131 ,  470  60 

Investment  expenses 13, 272  86 


$146,363  93 

Gain  from  investments  159, 641  07 

$304,996  00 


Loss  in  surplus   Oain  in  surplus 

Gain  from  underwriting $389, 849  66 

Gain  from  investments 169,641  07 

Loss  by  dividends  declared '.       $448,  000  00 

$448,000  00  $649,490  62 

Net  gains  in  surplus 101 ,  490  62     

$649,490  62  $649,490  62 
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ROYAL  INDEMNITY   COMPANY 
New  Yobk,  N.  Y- 

Exarmned  to  ascertain  condition  December  31,  1913. 
Report  dated  July  14,  1914. 
Examiner:  Jesse  Bacharach. 

HiSTOBY 

The  Royal  Indemnity  Company  is  a  joint  stock  corporation, 
organized  and  incorporated  January  24,  1911,  to  transact  business 
under  subdivisions  2,  3,  4,  6,  6,  7,  8  and  9  of  section  70  of  the 
insurance  law. 

The  original  authorized  capital  stock  was  $500,000.00,  consist- 
ing of  6,000  shares  of  a  par  value  of  $100.00  each.  On  April  11, 
1911,  the  capital  stock  of  the  company  was  increased  to 
$1,000,000.00,  consisting  of  10,000  shares  of  a  par  value  of 
$100.00  each. 

A  contribution  by  the  stockholders  to  the  surplus  of  the  com- 
pany amounting  to  $545,606.50  was  made  when  the  original  capital 
stock  was  subscribed  for,  a  second  contribution  to  surplus  of 
$300,000.00  was  made  December  19,  1911,  and  an  additional  con- 
tribution of  $250,000.00  was  made  on  December  19,  1912. 

Financial  Statement 

The  following  financial  statement  shows  the  company's  condition 
as  of  December  31,  1913 : 

Ledger  Aaseta 

Book  value  of  bonds ^,  608» 202  04 

Cash   in   oflSce 976  31 

Cash  in  bank  on  interest 342, 576  23 

Premiums  in  course  of  collection: 

On  policiea 

issued  on  On  policies  is- 

or  after  sued  prior  to 
Oct.  1, 1913         Oct,  1, 1913 

Accident    $56,730  70  $1,916  43 

Health     17,696  35  1, 101  28 

Liability    283,378  07  16,310  47 

Workmen's    compensation 118,222  18  7, 304  68 
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On  polioiea 

issued  on  On  polioiea  is- 

or  after  sued  prior  to 

Oct.  1, 1913  Oct.  1, 1913 

Fidelity $20, 941  66  $1,569  15 

Surety    9,063  56  1, 003  76 

Plate  glass    31,616  10  1. 386  72 

Steam  boiler   9, 838  91  396  01 

Burglary     40,400  17  3.067  26 

Fly  wheel  2, 216  31     

Auto    and    team    property    dam- 
age         36, 124  19  4, 840  18 

Workmen's   collective    1,776  31  348  16 


Total    $627,  986  50         $38,244  07 

$660,230  57 

Premium  notes   692  60 

Workmen's   Compensation   Service   Bureau 9, 025  13 

Advances  to  agents 4, 221  09 


Ledger  assets  as  per  balance $3, 631,  823  97 

Non-Ledger  Assets 
Interest  due  and  accrued 38, 193*  16 


Gross   assets    $3, 670,017  12 

Deduct  Assets  Not  Admitted 

Premium  notes    $592  60 

Premiums  in   course  of  collection  on  business 

written  prior  to  October  1,  1913 38,  244  07 

Book  value  of  bonds  over  market  value 112,  833  86 

Advances  to  agents 4, 221  00 


155,891  62 


Total  admitted  assets $3,514, 125  50 

TAahilities 
Unpaid  losses  and  claims: 

Accident  and   health $27,  917  70 

Fidelity  and  surety 15,920  92 

Plate  glass  8,  511  96 

Steam  boiler 312  17 

Burglary  and  theft 10,  798  75 

Workmen's  collective   1.  350  05 

Property  damage 34,  051  38 

Special  reserve  for  unpaid  liability  and  work- 
men's compensation  losses 390,075  19 


Total  unpaid  losses  and  claims $488, 938  12 
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EBtimated  expense  of  investigation  and  adjustment  of  unpaid 

claims $3, 560  00 

Unearned  premiums  (pro  rata ) 1, 228, 466  62 

Commission  on  business  written  after  October  1.  1913 146, 136  34 

Salaries,  rents,  bills  and  accounts  due  and  accrued 5, 021  45 

Taxes  due  and  accrued 46, 343  46 

Advance  premiums  9,  028  41 


Total  liabilities  except  capital $1 ,  928,  384  40 

Capital $1, 000,  000  00 

Surplus  over  all  liabilities 585, 741  10 

1,585,741  10 


Total  liabilities $3,514, 125  50 


Claim  Settlements 

A  thorough  review  of  the  claim  jackets,  by  your  examiners, 
shows  that  the  company  is  reserving  on  an  adequate  basis,  the  pay- 
ments in  a  majority  of  cases  being  below  the  amounts  estimated. 

Workmen's  compensation  claims  were  reviewed  in  detail  and  it 
was  found  that  settlements  were  equitably  made,  and  in  accordance 
with  the  laws  of  the  various  states. 

The  resisted  cases  in  the  various  lines  are  few. 

Policy  contracts  are  liberally  and  fairly  interpreted.  All  claims 
are  quickly  and  thoroughly  investigated  and  only  those  resisted 
which  the  company  fairly  believes  are  fraudulent. 

Losses  and  Oains 

'  The  following  statement  shows  the  underwriting  losses  and  gains 

for  the  year  ending  December  31,  1913 : 

Line  Losses  Oa4ns 

Accident  and  health $40,  365  95     

Liability    $20,  443  34 

Workmen's  compensation 3, 245  78 

Fidelity  21,  814  84 

Surety   13, 129  44 

Plate  glass  10,  793  85 

Steam  boiler 

Burglary  and  theft 2,  898  23 

Fly  wheel   

Property  damage 

Workmen's  collective 


$54,058  03 


Underwriting  profit 


10,  406  08 

2, 149  68 
6, 193  54 
2,450  Iff 

t    $79,  832  86 
54.058  03 

$25, 774  83 
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FiBLD  07  OpSSATIONS 

The  company  operates  in  forty-two  states  and  the  District  of 
Columbia.  Two  branch  ofSces  are  maintained,  viz.:  New  Eng- 
land Department^  Boston^  Mass.,  and  Pacific  Coast  Department^ 
San  Francisco.  An  analysis  of  the  agency  contracts  shows  a  re- 
duction of  commissions  in  all  lines,  especially  those  which  came 
under  the  Insurance  Department  ruling  of  October  1,  1913.  The 
acquisition  expense  is  kept  within  this  requirement. 

Capital  Stock  Ownbbship 
The  capital  stock  of  the  company  is  owned  almost  entirely  by 
the  Boyal  Insurance  Company  of  Liverpool,  England,  said  com 
pany  owning  9,935  of  the  10,000  shares^  and  has  control  of  the 
remaining  65  shares. 

Conclusion 

This  examination  shows  that  in  addition  to  a  large  capital,  the 
company  is  in  possession  of  a  substantial  surplus  and  is  fortified 
with  strong  financial  alliances. 

The  company  is  efficiently  and  economically  managed. 

Its  books  of  account  and  other  records  are  well  kept^  and  its 
statements  to  the  various  insurance  departments  are  correctly 
prepared.  This  is  true  also  of  the  claim  division,  the  rec6rds  here 
being  easy  of  access  and  in  good  controL  Claims  are  quickly  and 
equitably  settled  and  the  company  fulfills  its  obligations  to  policy- 
holders and  claimants  in  a  spirit  of  fairness. 


SOUTHEEN  SURETY  COMPANY 
Muskogee,  Okla. 

Joint  examination  by  Oklahoma,  New  York  and  Tennessee  to 
ascertain  condition  June  30, 1913. 

Report  dated  July  31,  1913. 

Examiners:  For  Oklahoma,  Arthur  W.  Pettit;  for  New 
York,  John  L.  Train  and  Charles  E.  Heath;  for  Tennessee,  C, 
M.  Joseph. 

Under  its  charter  the  company  is  authorized  to  transact  the 
business  of  surety  and  fidelity,  accident  and  health,  liability  and 

25 
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workmen's  compensation  insurance  and  to  transact  a  title  insur- 
ance business  in  the  State  of  Oklahoma.  The  company  is  not 
now  writing  any  liability  or  workmen's  compensation  insuranca 
The  company  transacts  business  in  the  following  states :  Arkansas, 
Colorado,  lUinois,  Indiana,  Iowa,  Kansas^  Kentucky,  Michigan, 
Mississippi,  Missouri,  New  York,  Nebraska,  New  Jersey,  Ohio, 
Oklahoma,  Pennsylvania,  Bhode  Island,  Tennessee,  Texas  and 
West  Virginia. 

HiSTOBY 

This  company  was  incorporated  under  the  laws  of  the  State  of 
Oklahoma  on  May  10,  1907,  with  an  authorized  capital  of  $400,- 
000,  divided  into  $200,000  common  stock  and  $200,000  preferred 
stock.  The  preferred  stock  certificates  contain  the  following  pro- 
vision as  to  dividends: 

.  The  preferred  stock  shall  bear  an  annual  dividend  at  the  rate  of  7  per 
cent,  per  annum  and  no  more,  which  shall  be  cumulative  and  which  shall 
have  preference  over  the  common  stock  in  payment,  payable  in  two  semi- 
annual payments  of  3%  per  cent,  each  on  the  last  days  of  June  and  December 
of  each  year. 

Kegarding  the  preferred  stock,  the  by-laws  provide  as  follows: 

The  stock  of  the  company  shall  be  divided  into  two  classes,  one  of  which 
shall  be  preferred  with  a  guaranteed  cumulative  dividend,  and  preference  in 
payment 'Over  the  common  stock,  and  the  other  of  which  shall  be  common, 
with  ordinary  rights  subject  to  the  preferred. 

And  also: 

Any  time  after  the  expiration  of  seven  years  from  July  1,  1007,  such  pre- 
ferred stock  may  be  retired,  and,  if  retired,  a  like  amount  of  either  preferred 
stock  or  common  stock,  or  as  much  of  both  as  will  amount  to  a  like  amount, 
may  be  issued. 

At  the  time  of  its  organization,  the  Southern  Surety  Company 
reinsured  the  surety  and  fidelity  business  of  the  Southern  Trust 
Company,  which  was  incorporated  under  the  banking  laws  of 
Oklahoma.  The  stockholders  of  both  companies  'were  identical. 
As  a  consideration  for  such  reinsurance,  the  Southern  Trust  Com- 
pany turned  over  to  this  company  assets  of  a  book  value  of  $20,000 
over  and  above  the  premium  and  claim  reserve,  and,  unless  this 
$20,000  can  be  so  considered,  the  company  started  with  no  paid 
in  surplus. 

In  July,  1910,  the  authorized  capital  stock  of  the  company  was 
increased  from  $400,000  to  $1,000,000,  all  of  such  increase  being 
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ill  common  stock.  The  plau  of  the  company  was  to  sell  this 
increase  of  stock  through  agents  on  a  commission  basis,  but  in 
December,  1910,  upon  the  recommendation  of  the  Oklahoma 
Insurance  Department,  the  contract  was  canceled.  . 

During  the  months  of  March,  April  and  May,  191 1^  the  com- 
pany sold  35,000  shares  of  the  common  stock,  par  value  $10  a 
share,  at  a  price  of  about  $16  a  share,  thereby  increasing  the  paid 
up  capital  stock  of  the  company  to  55,000  shares  of  common  stock, 
par  value  $550,000,  and  20,000  shares  of  preferred  stock,  par 
value  $200,000,  or  a  total  capital  stock  of  $750,000.  The  stock- 
holders purchasing  this  stock  paid  into  the  surplus  of  the  com- 
pany $187,607.  On  May  17,  1911,  the  board  of  directors  took 
proper  action  to  decrease  the  amount  of  the  authorized  capital  to 
$750,000. 

On  June  7, 1912,  the  board  of  directors  authorized  the  executive 
committee  to  purchase  any  outstanding  preferred  stock  at  a 
price  not  exceeding  par  and  accrued  interest  and  to  immediately 
reissue  the  same  amount  of  common  stock  at  not  less  than  $16 
a  share.  Pursuant  to  this  resolution,  ten  of  the  stockholders, 
owning  5,000  shares  of  preferred  stock,  sold  the  same  to  the  com- 
pany and  thereupon  purchased  5,000  shares  of  the  common  stock, 
paying  therefor  $16  per  share,  plus  the  difference  in  dividends, 
thereby  paying  into  the  surplus  of  the  company  $30,750,  making 
the  outstanding  preferred  stock  $150,000  and  the  common  stock 
$600,000. 

Excluding  the  amount  turned  over  to  the  Southern  Surety  Com- 
pany at  the  time  of  the  reinsurance  of  the  business  of  the  Southern 
Trust  Company,  the  stockholders  have  paid  into  the  surplus 
$218,357. 

At  the  time  of  its  incorporation,  the  home  office  of  the  company 
was  located  in  Oklahoma  City,  Oklahoma,  but  its  general  offices 
from  which  it  transacted  business  were  located  at  Denison,  Texas. 
In  1909,  the  company  moved  its  home  office  and  general  offices  to 
Muskogee,  Oklahoma.  In  1911,  the  general  offices  of  the  company 
were  moved  from  Muskogee,  Oklahoma,  to  St.  Louis,  Missouri, 
and  the  general  business  of  the  company  has  since  been  transacted 
from  the  latter  city. 
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This  examination  of  the  company  was  made  at  St  Louis, 
Missouri.  The  eorapany,  however,  still  claims  Muskogee,  Okla- 
homa, as  its  home  office.  However,  all  the  records  and  books  of 
the  company  are  in  the  St.  Louis  office,  and  no  official  business  of 
the  comipany  is  transacted  at  the  Muskogee  office,  except  the  annual 
meetings  of  the  stockholders  and  occasional  meetings  of  the  board 
of  directors. 

Financial  Statement 

The  following  is  a  statement  of  the  assets  and  liabilities  of  the 
company  on  June  30,  1913: 

Ledger  Assets 

Warrants $37, 932  53. 

Book  value  of  real  estate 4,000  00 

Contract  of  sale  of  real  estate 3, 600  00 

Mortgage  loans 364,  760  63 

Collateral  loans 14, 600  00 

Book  value  of  bonds $108,291  25 

Book  value  of  stocks 267, 500  00 

465,  701  25 

Cash  in  company's  office $2,  704  64 

Deposits  in  banks 07,001  42 

99,706  06 

Premiums  in  course  of  collection: 

On  polidea  or      On  policies  or 
renmvala  after     reneu)al$  prior  to 
April  i,  191S        April  t,  1919 

Accident   $2, 569  63     

Fidelity   20, 385  79  $4, 252  24 

Surety 77, 113  50  17,  534  37 

Title 89  40 

Totals $100,  068  92     $21,876  01 

121,944*93 

Bills  receivable  1, 506  11 

Other  ledger  assets,  viz.: 

Accounts  receivable  $8,560  88 

Advances  on  contracts 37»  541  94 

Commercial  Bank  &  Trust  Co 10, 656  07 

New    York    Excise    Reinsurance 
Association 24, 623  80 

Total   81,382  69 

Ledger  assets $1, 196, 124  25 
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Non-Ledokb  Abbets 
Interest  due,  $4,687^6,  and  accrued,  $6,189.95,  on 

mortgage  loans  $10, 877  20 

Interest  accrued  on  bonds ^ 3, 726  82 

Interest  accrued  on  collateral  loans 167  77 

Interest  due  and  accrued  on  State  and  city  war- 
rants    1, 388  77 

Interest  past  due  on  contract  of  sale 622  30 

Interest  accrued  on  bank  balances 66  90 

$16,738  76 


Gross  assets $1, 211,  863  01 

Deduct  Absbts  Not  Admitted 

Accounts  receivable  $8,  560  88  • 

Advances  on  contracts 37, 541  94 

Due  from  Commercial  Bank  &  Trust  Go 2, 533  33 

Premiums  in  course  of  collection  written  prior 

to  April   1,   1913 21,876  01 

Book  value  of  ledger  assets  over  market  value, 

viz:     Stocks  and  bonds 2,  600  00 

Mortgage  loan  disallowed 5, 000  00 

Bills  receivable  1, 506  11 

79,618  27 

Admitted  assets   $1, 132, 244  74 

Liabilities 
Losses  and  claims: 

Accident   $15, 902  82 

Fidelity  22, 179  67 

Surety  48,621  14 

Total  unpaid  losses $86, 603  63 

Gross  premiums  one  year,  $345,- 
142.74;  unearned  premiums  on 
same $172,571  37 

Gross  premiums  more  than  one 
year,  $34,283.68;  unearned  pre- 
miums on  same 19, 142  69 

Excise  N.  T.  gross  premiums,  $62,- 
802.98;  unearned  premiums  on 
same 15, 700  74 

Total  unearned  premiums 207,  414  80 

Commissions  due  agents: 

Accident   $693  80 

Surety 24,  834  31 

Total   26,528  11 
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Bills  due  and  accrued $2, 809  59 

Efltimate  for  taxes 5,200  00 

Diyidends  declared  and  unpaid  to  stockholders . .  5, 250  00 

Reinsurance  (net) 3, 494  08 

Advance  premiums 10, 653  24 

Personal  property  tax  in  Oklahoma 5, 054  42 

Total  amount  of  liabilities,  except  capital $352, 008  77 

Capital  stock  paid  up  in  cash $750,  000  00 

Surplus  over  liabilities 30,235  97 

Surplus  to  policyholders 780, 236  97 


Total  liabilities $1,  132,  244  74 


-^" 


Dividends 

Since  the  company  commenced  the  transacting  of  the  husiness  of 
insurance  in  1907,  it  has  declared  to  its  stockholders  the  follow- 
ing diyidends: 

Prtferretl  Comtnon  Capital 

1907  $34,000*     7%       $14,000  10%       $20,000  $400,000 

1908   ,...         34,000       7%         14,000  10%         20,000  400.000 

1909 34,000      7%         14,000  10%         20,000  400,000 

1»10  34,000       7%         14,000  10%         20,000  400,000 

1911   69,000       7%         14,000  10%     .    55,000  750,000 

1912  35,250       7%           5,250  5%         30,000  750,000 

1913   10,500       7%         10,500     750,000 

•Dividends  ....     $250,750 


From  the  viewpoint  of  representatives  of  insurance  departments, 
and  computing  the  profits  of  this  company  on  an  insurance  depart- 
ment basis,  it  seems  clear  to  us  that  the  company  has  not  earned 
in  the  aggregate  the  amount  of  the  dividends  paid.  It  is  cer- 
tainly evident  that,  with  the  present  surplus  of  $30,235.97,  and 
considering  the  amount  paid  in  by  stockholders,  amounting  to 
$218,357,  the  company  has  not  earned,  from  underwriting  and 
investments,  anywhere  near  the  sum  of  $250,750,  which  it  has 
declared  as  dividends.  Further,  under  the  agreement  with  the 
preferred  stock  certificate  holders,  the  regular  dividend  on  such 


*The  Southern  Trust  Company  turned  over  $17,000  to  this  company  to  pay  the  aemi-aanual 
dividend  due  June  30,  1907. 
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stock,  amounting  to  7  per  cent,  per  year,  seems  to  be  a  fixed 
charge.  That  it  is  so  considered  by  the  company  seems  evident 
inasmuch  as  the  company,  on  July  1,  1913,  paid  a  dividend  of 
$5,250  on  such  stock,  and,  from  an  insurance  accounting  stand- 
point, there  certainly  has  been  no  profits  earned  by  the  company 
during  the  past  six  months  which  would  justify  a  dividend  on 
any  of  its  stock.  The  laws  of  the  State  of  Oklahoma,  under  which 
this  company  is  organized,  provide  as  follows: 

It  shall  not  be  lawful  for  the  directore,  trustees  or  managers  of  any  insur- 
ance company  incorporated  by  the  laws  of  this  State  to  make  any  dividend, 
except  from  the  surplus  profit.  Any  dividend  made  contrary  to  this  act  shall 
subject  the  company  making  the  same  to  a  forfeiture  of  its  charter,  and  each 
stockholder  receiving  it  to  a  liability  to  the  creditors  of  such  company  to  the 
extent  of  double  the  amount  of  the  dividend  declared. 

Your  examiners  would  recommend  that,  under  the  power  given 
to  the  directors,  the  company  retire  the  preferred  stock  amounting 
to  $150,000,  by  July  1,  1914.  We  would  also  suggest  that  the 
company  be  notified  that  no  dividends  shall  be  paid,  either  on  the 
preferred  or  common  stock,  until  such  dividends  shall  be  clearly 
shown  to  have  been  earned. 

Surplus 

The  surplus  of  the  company  at  the  end  of  each  year  since  its 
organization,  as  shown  by  its  annual  reports,  and  the  surplus  on 
June  30,  1913,  as  shown  by  this  examination,  is  as  follows: 

Year  Surplus 

1907  $53,528  33 

1908  43,  064  85 

1009  74,  459  06 

1910  91,205  99 

1911  215,  240  16 

1912  176,  457  32 

1913  (June  30) 30, 235  97 

The  following  statement  will  show  the  underwriting  and  invest- 
ment experience  of  the  company  from  the  date  of  its  organiza- 
tion to  date.     Such  statement  shows  the  financial  history  of  the 
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company   and  the  factors  resnlting  in  its  present  surplus  of 
$30,235.97 : 

UnderwriUng: 

Income    $1,896,584  96 

Expenses  and  losses 1,258,697  56 

Difference $186,887  40 

Less : 

(a)  LUbllities   $841,704  85 

(b)  Non-admitted  assets 72,018  27 

418,722  62 

TxwB  from  underwriting $276,885  22 

Investments: 
Income : 

(a)  Interest   $289,900  50 

(b)  Increase  inyalue 

of   assets 119,577  06 

(c)  Received       from 

Southern 
Trust  Co.  for 
dividends 17,000  00 

(d)  Profit    on     sale 

of   assets....         5,240  88 

(e)  Sale     of     bond 

contracts  ....       15,000  00 


Total $446,807  89 


Disbursements : 

(a)  Decrease  in  Talue 

of  assets $37,848  91 

(b)  Interest   24,786  69 

(c)  Notes       cbarsed 

off 849  08 

(d)  Loss  on  sale  of 

assets 25,562  45 

(e)  Taxes     on     real 

estate 168  85 

{f)  Taxes     on     per- 
gonal property  20,892  61 
(g)  n.  S.  Income  tax  498  60 
(h)  Miscellaneous  ..  1,880  90 


Total    111,878  04 


Difference   $835 ,  420  85 

Plus  non-ledger  assets  June  80,  1918.  16,738  76 

Total $852,168  61 

Less 


(a)  LiabUities  ., $10,304  42 


Non-admitted  assets 7,60000 


17,904  42 


Gain  from  investments 384,264  19 


Balance   $57,878  97 

Surplus   paid  in $218, 367  00 

Dividends  paid 246.500  00 

27,148  00 


Surplus,  June  80,  191& $80.285  97 

Summary 

As  a  result  of  this  examination,  we  respectfully  make  the  fol- 
lowing recommendations : 

1.  That  the  company  dispose  of  the  bonds  of  the  Greenville 
Qas  Company,  of  Greenville,  Texas. 
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2.  That  the  company  sell  the  stock  of  The  St.  Louis  Security 
(Jompany  and  the  Pioneer  Abstract  and  Trust  Company,  both  of 
Muskogee,  Oklahoma,  at  an  early  date. 

3.  That  the  company  limit  its  net  liability  on  bonds  written  to 
10  per  cent,  of  its  capital  and  surplus. 

4.  That  the  management  expenses  of  the  company  be  reduced. 

5.  That  no  dividends  be  paid  to  the  stockholders,  on  either  the 
preferred  or  common  stock,  until  the  earnings  of  the  company  are 
clearly  shown  to  warrant  the  same. 


UNITED  STATES  CASUALTY  COMPANY 

New  York,  N.  Y. 

Examined  to  ascertain  condition  September  30,  1918. 
Report  dMed  January  6,  1914. 

* 

Examiner:    John  L.  Trairu 

History 

This  company  was  incorporated  in  1895  with  a  capital  stock  of 
$300,000.  In  1906  the  capital  was  increased  to  $400,000  and  in 
1909,  by  a  stock  dividend,  the  capital  was  increased  to  $500,000, 
its  present  capital.  Under  its  charter  the  company  is  authorized 
to  write  the  business  of  accident  and  health,  liability,  workmen's 
compensation,  teams  property  damage,  burglary,  larceny  and  theft, 
steam  boiler,  fly  wheel,  sprinkler  leakage,  plate  glass,  and  automo- 
bile collision  and  property  damage  insurance.  The  company  is 
authorized  to  transact  business  in  the  District  of  Columbia  and  all 
of  the  states  of  the  United  States,  except  Arizona^  Arkansas. 
Idaho,  Montana,  Nevada,  Oklahoma,  South  Dakota,  Utah  and 
Wyoming. 

Since  the  last  examination  of  the  company,  made  as  of  December 
31,  1909,  it  has  reinsured  the  accident,  health  and  liability  busi- 
ness of  the  Empire  State  Surety  Company  of  New  York,  and  the 
liability  business  of  the  People's  Surety  Company  of  New  York. 
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Financial  Statement 

The  following  is  a  statement  of  the  assets  and  liabilities  on 
September  30,  1913: 

Ledger  Assets 

Book  value  of  real  estate $4, 500  00 

Mortgage  loans   300,250  00 

Book  value  of  bonds 933,  339  96 

Book  value  of  stocks 1 ,  350, 141  36 

Cash  in  company's  office 5, 971  88 

Deposits  in  banks  not  on  interest 36, 718  67 

Deposits  in  banks  on  interest 66,  027  83 

Premiums  in  course  of  collection: 

On  palicim  iutud  On  voUdn  vrior 

nfier  Jvly  /,  ms  to  Jvly  1,  191$ 

Accident    $60,535  18  $2,  321  44 

Health   27,  939  32  1.738  66 

Liability  and  workmen's 
compensation  and  work- 
men's collective  151,  791  06  14,962  13 

Plate  glass  2,76195  163  06 

Steam  boiler  and  fly  wheel.  6,767  70  90  30 

Burglary  and  theft 10, 258  55  907  68 

Sprinkler    3,650  98  325  08 

AutonK>bile     and     teams 

property   damage    3,  690  50  139  00 


Totals    $267, 395  24         $20, 647  34 


288,  042  58 


Agents'  balances: 

Dr $1,  985  98 

Cr 4.453  17 


Net  Cr —2, 467  19 

Cash  in  hands  of  resident  managers  and  adjusters 4, 700  00 

Workmen's  Compensation  Reinsurance  and  Inspection  Bureau  3,324  19 


Ledger  assets  as  per  balance $2, 988,  549  18 


Non-Ledger  Assets 

Interest  accrued  on  mortgages $4, 212  70 

Interest   accrued   on   bonds 14,316  74 

18,529  44 


Gross   assets    $3, 007, 078  62 
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Deduct  Assets  Not  Admitted 

Premiums    in    course    of    collection    written 

prior  to  July  1,  1913 $20,647  34 

Oa»h    in    hands    of    resident   managers    and 

.  adjusters  4,  700  00 

Agents'  debit  balances 1, 085  9% 

Book  yalue  of  bonds  over  market  value 73, 629  96 

Book  value  of  stocks  over  market  value. . . .  202,  111  36 


$303, 074  64 


Admitted  assets   $2,704, 003  98 


'Liabilities 

Unpaid  claims,  including  adjustment  expenses: 

Accident    $93,  726  69 

Health    22, 691  68 

Plate  glass  1,528  76 

Steam  boiler    1, 265  00 

Burglary  and  theft 20,  868  79 

Sprinkler 692  37 

Automobile  and  teams  property  damage..  3,338  87 

Workmen's  collective  223  66 


Total    $144,385  82 

Special  reserve  for  liability  and  workmen's 

compensation    losses    175, 190  00 


Total  unpaid  losses $319,  526  82 

Grose  premiums,  one  year..  $1,486,961  &8 

Unearned  premiums  pro  rata $754, 629  37 

Grose    premiums,   more   than 

one  year   240, 474  92 

Unearned  premiums  pro  rata 129, 183  73 


Total  unearned  premiums 883, 813  10 

Commissions  due  agents: 

Accident    $18,  057  61 

Health    8,446  06 

Liability,    workmen's    compensation    and 

workmen's  collective    32,  392  21 

Plate  glass  886  03 

Steam  boiler  and  fly  wheel 1,  578  22 

Burglary  and  theft 2, 900  09 

Sprinkler    866  01 

Automobile  and  teams  property  damage. . .  848  82 


Total    65.  975  06 

Salaries  accrued  and  bills  unpaid 5,  043  31 

Taxes  on  premiums 27 ,  673  68 

Dividends  declared  and  unpaid 12,  760  00 
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Reinfiurance,  $7,055.17;   1«88  comiuiB&ion«,  $2,344.50 $4,  710  67 

M!aiiich  reinaurance  reserve 11 ,  057  16 


Total  amoimt  of  liabilities,  except  capital $1, 330, 668  70 

Capital,  paid  up  in  cash $500,000  00 

Surplus  oyer  liabilities 873, 445  19 

Surplus   to  policyholders 1, 373, 445  19 


Total  .  .   $2,704,003  98 


Liability  Loss  Reserve: 

In  order  to  compute  the  liability  loss  reserve  of  the  company 
aa  of  September  30th^  it  was  necessary  to  modify  the  method  pre- 
scribed by  section  86  of  the  insurance  law.  Under  the  law  it  is 
necessary  to  obtain  the  experience  for  ten  calendar  years.  As 
September  30,  1913,  is  three-fourths  of  the  year,  the  last  year  was 
completed  by  adding  to  the  earned  premiums  and  paid  losses  of 
1913,  one-fourth  of  the  same  items  for  1912.  The  same  method 
was  used  for  each  of  the  nine  preceding  years.  The  outstanding 
suits  were  divided  into  years  according  to  the  actual  date  of  the 
issue  of  the  policies  Upon  which  the  suits  were  brought.  Experi- 
ence has  shown  that  this  method  gives  practically  the  same  re- 
sults obtained  from  the  allocation  of  premiums  and  losses  into 
calendar  years. 

The  experience  factor  for  the  first  five  years  of  the  ten  year 
period  was  found  to  be  but  46.71  per  cent.  As  the  insurance  law 
prescribes  a  minimum  loss  factor  for  the  year  prior  to  December 
31,  1913,  of  fifty-one  per  cent.,  that  factor  was  used  in  computing 
the  liability  loss  reserve  as  of  September  30.  The  schedule  show- 
ing the  computation  of  such  reserve  appears  as  follows : 

SuiUand 
tmpaid 
Ymr  poKeto  iuwd.  6t%  earned      Dedud  jtaytnente  State  pending    eempenea- 

Ending  Sept.  SO       premittmt  and  expenee*  Remainder    Sept.  SO,  191S  Hon  claim*  Reeerv 

1909    $402,491         $510,840    —$108,349  3         $2,250         $2,260 

1910  417,463  557,552  —140,089  13  9,750  9,750 

1911  467,004  500,092  —33,088  67  50,500  50,500 

1912  471,614  418.520  53,094  136  115,189  53,094 

1913  236,048  179,452  56.596  117  98,374  5«,696 

Totals  $1,994,620     $2,166,456    —$171,836       336    $276,063     $172,190 

Reserve  on  four  suits  on  policies  issued  prior  to  September  30,  1908  3,000 

Liability  loss  reserve  September  30,  1913 $176, 190 
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It  is  apparent  from  the  experience  of  the  company  that  the  loss 
reserve  shown  amounting  to  $175,190  is  inadequate.  To  obtain 
that  reserve  a  loss  ratio  factor  of  51  per  cent  was  used  in  accord- 
ance with  the  insurance  law.  However,  it  will  be  noted  that  the 
loss  ratio  on  the  uncompleted  experience  of  the  last  five  years,  as 
shown  above,  is  62.45  per  cent.  While  it  is  true  that  such  experi- 
ence is  incomplete,  the  loss  ratio,  as  shown  by  the  statistics  of 
this  and  other  companies,  will  increase  rather  than  decrease.  How- 
ever, the  experience  of  the  first  three  years  of  the  last  five  year 
period  is  practically  complete,  and  the. average  loss  ratio  for  those 
three  years  is  shown  to  be  64.63  per  cent  We  therefore  find  that 
the  loss  r^ttio  of  46.71  per  cent  shown  by  the  experience  of  the 
years  1904  to  1908,  inclusive,  increases  to  a  loss  ratio  of  64.63  per 
cent  for  the  years  1909  to  1911,  inclusive.  Obviously  a  loss  ratio 
factor  of  46.71  per  cent,  or  the  51  per  cent  provided  by  law,  is 
inadequate  to  provide  for  the  liability  losses  on  the  business  of  the 
last  five  years,  especially  that  of  1912  and  1913.  The  experience 
of  the  company  for  1909,  1910  and  1911  shows  that  the  losses  paid 
have  already  exceeded  the  expected  loss  ratio  on  a  fifty-one  per 
cent  basis  by  $281,526.  If  the  loss  reserve  were  computed  on  the 
basis  of  the  experience  of  the  first  three  years  of  the  last  five  year 
period,  that  is  1909,  1910  and  1911,  which  experience  shows  a 
loss  ratio  of  64.63  per  cent,  the  liability  loss  reserve  on  September 
30,  1913,  would  be  $405,539,  or  an  increase  over  the  reserve  com- 
puted under  the  law  of  $230,349.  The  officials  of  the  company, 
realizing  the  inadequacy  of  the  legal  reserve  for  liability  claims, 
carried  a  voluntary  reserve  on  September  30,  1913,  of  $192,- 
695.20.  However,  the  company  is  now  writing  a  considerable 
volume  of  workmen's  compensation  business,  the  amount  of  un- 
earned premiums  on  such  bilsiness  during  1912  and  1913  being 
$258,003.79  or  18.6  per  cent  of  the  total  earned  premiums  shown 
in  the  foregoing  schedule  for  those  two  years.  The  losses  on 
compensation  policies  mature  and  are  liquidated  much  more  rap- 
idly than  under  liability  policies,  so  that  most  of  the  losses  that 
might  arise  under  compensation  policies  have  already  been  liqui- 
dated. Further,  the  practically  completed  experience  based  on 
earned  premiums  shows  a  loss  ratio  of  but  44.3  per  cent  on  work- 
men's compensation  business  and  that  low  ratio  will,  of  course, 
offset  to  some  extent  the  hieher  loss  ratio  on  the  liabilitv  business. 
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It  is  therefore  clear  that  a  loss  reserve  as  applied  to  this  com- 
pany, computed  in  accordance  with  section  86  of  the  insurance 
law,  is  inadequate.  In  ascertaining  to  what  extent  the  legal  re- 
serve is  less  than  the  amount  actually  needed  to  mature  claims, 
the  effect  of  increased  rates  and  the  good  experience  on  compen- 
sation business  mnst  be  given  consideration.  In  vie\v  of  these 
factors  a  loss  ratio  of  60  per  cent  applied  to  both  compensation 
and  liability  business,  would  seem  to  be  approximately  correct. 

Surplus 

As  a  result  of  this  examination,  we  find  the  surplus  of  the  com- 
pany to  be  $873,445.19.  In  the  quarterly  statement  of  the  com- 
pany as  of  September  30, 1913,  its  surplus  is  reported  as  $700,000, 
and  on  that  basis  the  surplus  has  been  increased  $173,445.19  by 
this  examination.  However,  the  company  in  its  report  as  of  Sep- 
tember 30,  1913,  carried  a  voluntary  reserve  of  $40,179.20,  and 
also  a  contingent  reserve  for  liability  losses  of  $152,516  in  addi- 
tion to  the  legal  reserve  of  $175,190,  the  total  amount  of  voluntary 
reserves  created  being  $192,695.20,  but  this  amount  cannot,  under 
the  law,  be  considered  as  a  liability  in  this  examination.  On  ac- 
count of  the  inadequacy  of  the  legal  liability  loss  reserve,  as  ex- 
plained before  in  this  report,  it  is  believed  that  most  if  not  all 
of  the  voluntary  reserves  will  be  needed  to  meet  the  losses  under 
liability  policies,  and,  of  course,  should  be  taken  into  considera- 
tion as  affecting  the  surplus  shown  by  this  examination. 

Gain  and  Loss  Exhibits 

The  following  are  condensed  gain  and  loss  exhibits,  covering 
underwriting  and  investments  for  the  year  1912  and  for  the  first 
nine  months  of  1913: 

Underwriting,  1912 

Income  earned   $1.  816, 174  22 

Losses  incurred   $1 ,  076,  697  16 

Expenses  incurred    778,  640  06 

1,854.337  22 

Lose  from  underwriting,   1912 $38, 163  00 

Dividends  declared  50, 000  00 

Total  losses   $88, 163  00 
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iNVBSTiaENTSt   1912 

Income  earned  $116, 063  04 

Expenses  incurred  and  differ- 
ence in  security  values 32,280  26 


Gain  from  investments $83, 782  78 

Decrease  in  special  reserves 4,  380  22 


Total  gains    $88. 163  00 


Undebwbitino,  .Januabt  1  TO  September  30.  1913 

Income  earned $1, 407, 021  25 

Losses  incurred  $820. 001  88 

Expenses  incurred   614,  646  35 

1,434.647  23 


Loss  from  underwriting  during  1913 $27,  625  98 

Investments.  Januabt  1  to  Septembeb  30,  1913 
Investment  expenses  incurred  $3,681  05 

Difference  in  security  values 
Dec.    31,    1912,    and    Sept. 

30,   1913    123, 668  34 

$127,349  39 

Investment  income  earned 91. 686  07 


Loss  from  investments  during  1913 35, 663  32 

Dividends  declared  37.500  00 


Total  losses   $100, 789  30 

Special  reserves  December  31,  1912,  not  carried  September 

30,   1^13    174, 234  49 


Net  gain  in  surplus  during  nine  montbs  of  1913 $73, 445  19 


Surplus   September   30,    1913 $873,445  19 

Surplus  December  31,  1912 800, 000  00 


$73,445  19 


The  company. allocates  all  underwriting  and  claim  expenses  to 
particular  lines  of  business.  Part  of  such  expenses  are  so  divided 
according  to  expenses  actually  incurred,  the  balance  according  to 
the  ratio  which  the  business  written  in  each  particular  line  bears 
to  the  total  After  testing  the  method  used  in  thus  allocating 
expenses  to  the  various  lines  of  business,  we  are  satisfied  that  the 
results  obtained  are  reasonably  correct.  We  have  therefore  sub- 
divided the  combined  underwriting  gain  and  loss  exhibits  into 
classes  of  business,  and  the  following  table  will  show  such  gains 
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or  losses  as  they  affect  the  surplus  of  the  company  for  the  year 
1912  and  the  first  nine  months  of  1913 : 

mi  Fird  9  mtnAt  t91$ 

lAmtfhirinmt  Odn  Lou  Guin  Lw 

Accident  and  health $44,810  84  $20,615  63 

Liability,  workmen's  oam- 
pensation,  auto  and 
teams  property  dam- 
age   $80,266  94     $20,036  18 

Burglary  and  theft! ....         4. 763  00  16,732  71 

Steam  boiler,  fly  wheel 
and  sprinkler  leakage.  6,496*06  6,271  36 

Plate  glass 1,972  96  6,042  64 

Totals    $49,673  84     $87,736  84     $29,036  18     $56,662  16 

Net  underwriting  loss. . .       3S,  163  00  27,626  98 

$87,736  84    $87,736  84    $56,662  16    $66,662  16 


_«. 


Nora. —  The  gains  or  losses  on  liability  and  workmen's  compensation  are  based  on 
the  loss  reserves  compnted  according  to  section  86  of  the  Insurance  Law,  which 
reserves,  as  far  as  this  company  Is  concerned,  are  Inadequate,  but  the  above  exhibit 
shows  the  effect  of  such  business  on  the  surplus  as  reported  by  the  company  and 
as  shown  by  this  examination. 

A  comparison  of  the  ratio  of  losses  incurred  to  earned  pre- 
miums by  classes  of  *busines8  for  the  year  1912  and  the  first  nine 
months  of  1913,  is  here  shown: 

£ott  folia 

CUmoflnuintu  1919  191S  i9mnik») 

Accident  and  health 60.89  68.30 

Burglary  and  theft 46.46  79.06 

Boiler,  fly  wheel  and  sprinkler 35.20  37.83 

Plate  glass  9.65  66.87 

Division  of  Business  Wbittbn 
The  following  table  will  show  the  percentage  which  each  line 
of  business  written  bears  to  the  total  business  written  by  the  com- 
pany during  the  first  nine  months  of  1913 : 


ZAiu  9$  ftvitMn  P«reni   f «  rali* 

Accident 25.88 

Health  11.76 

Liability 43.61 

Workmen's  compensation  9 .  10 

Plate  glass   .78 

Steam  boiler  1 .33 

Burglary   and   theft 3.93 

Sprinkler  leakage    ^ 1 .34 

Fly  wheel .06 


Repobts  on  Official  Examination  785 

lAne  of  bu9ine98  Pereentag^  ratio 

Auto  and  teams  property  dama^ 2 .20 

Workmen's  eolleetive .13 

Total   100.00 

The  liability  busineBS,  the  premiums  on  which  amounted  to 
$625,490.87  or  48.51  per  cent  of  the  total  premiums  written  dur- 
ing the  first  nine  months  of  1913,  is  subdivided  into  the  various 
liability  lines  as  follows: 

LuMKiy  Line  Percentage 

General   13.67 

Vessel    .84 

Teams    6.62 

Elevator    6.61 

Public 7.74 

Employers 43.80 

Contingent   .64 

Physicians  and  druggists 2 .  76 

Automobile   17.63 

100.00 

Of  the  total  liability  and  workmen's  compensation  premiums 
combined  written  during  the  same  period,  the  premiums  on  work- 
men's compensation  represent  17.26  per  cent. 

Workmen's  Compensation 

This  company  writes  workmen's  compensation  insurance  in 
the  states  of  California,  Connecticut,  Illinois,  Kansas,  Massachu- 
setts, Michigan,  Minnesota,  New  Jersey,  Ehode  Island,  Texas 
and  Wisconsin. 

The  experience  of  the  company  on  this  class  of  business  to  Sep- 
tember 30,  1913,  is  here  shown: 

/x«Mi  i)aid  {indud- 
PnmiwM  imttm  ing  eUdm  exjmute) 

IWl    $6,236  47 

l»12   176. 101  20  $25,377  17 

1913  (9  months) 130, 796  74  67, 676  04 

$313,133  41  $92,953  21 

Less  unearned  premiums 48, 793  15 

Plus  outstanding  claims 24,063  00 

Totals $264,340  26  $117,016  21 

I  — ^— ■^— — ^— 

Katio  of  losses  incurred  to  earned  premiums:  44.3  per  cent. 
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■ 

An  investigation  of  the  claims  paid  under  workmen's  compen- 
sation policies,  shows  that  settlements  are  fairly  and  promptly 
made  in  all  cases  where  it  is  apparent  from  the  facts  and  the  law 
that  liability  exists.  The  superiority  of  the  metJiod  adopted  in 
Massachusetts  and  Michigan  in  having  the  settlements  approved 
by  an  industrial  board,  over  the  system  of  court  approval  as  in 
Illinois,  is  clearly  shown  through  the  settlements  made  in  those 
states.  As  shown  by  this  and  other  investigations  concerning  com- 
pensation claims,  the  court  approval  of  settlements  is  not  satis- 
factory. The  courts  in  some  states,  at  least,  do  not  seem  to  realize 
that  it  is  for  the  best  interests  of  the  workmen  and  dependents 
that  lump  sum  settlements  should  be  discouraged,  nor  are  the  mer- 
its of  individual  settlements  closely  scrutinized  before  approval. 
That  settlements  are  fairlv  made  in  such  states  reflects  credit  on 
the  companies  themselves  and  not  on  the  officials  who.  under  the 
law,  are  charged  with  a  duty  and  a  responsibility. 

Claim  Settlements  Other  Than  Compensation 
A  thorough  investigation  was  made  of  the  settlement  of  claims 
arising  under  accident,  health,  burglary,  plate  glass  and  other 
forms  of  policies  where,  if  liability  exists,  the  benefit  is  specific. 
We  find  that  it  is  the  policy  of  the  company  to  treat  claimants 
fairly  and  settle  claims  promptly,  and  not  to  avail  itself  of  tech- 
nical defences,  provided  a  claim  is  otherwise  meritorious.  As  a 
result  litigation  is  comparatively  infrequent. 

Agency  Organization 

Most  of  the  business  of  the  company  is  secured  through  general 
and  local  agents.  In  addition  the  company  has  two  branch  offices 
located  in  Chicago  and  Boston,  the  latter  for  personal  accident 
business  only,  and  a  home  office  department  having  jurisdiction 
over  New  York  City  and  contiguous  territory.  The  company  has 
direct  contracts  with  475  general  and  local  agents. 

An  examination  of  the  agency  contracts  shows  that  the  company 
had  no  contract  in  force  on  October  1,  1913,  calling  for  a  higher 
commission  than  l7l/^  per  cent  on  workmen's  compensation  or  20 
per  cent  on  liability  lines,  with  no  allowances  of  any  kind  made  to 
the  agents.  However,  it  is  the  intention  of  the  company  to  amend 
its  contracts  with  its  72  general  agents  as  of  October  1,  1913.  in- 
creasing the  commission  on  employers'  liability  to  20  per  cent  and 
©n  other  liability  lines  to  25  per  cent. 
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The  ratios  of  the  commissions  paid  to  the  cash  premiums  re- 
ceived during  1913  on  the  different  lines  of  business  are  shown  as 
follows : 

LIm  a  terage  percentage 

Accident    29.83 

Health  30.23 

Liability,  workmen's  compensation  and  workmen's  collective.  ..  21.34 

Plate  glass 32.08 

Steam  boiler  and  fly  wheel : .  23.32 

Burglary  and   theft 28.27 

Sprinkler  leakage   23 .  72 

Auto  and  teams  property  damage 23 .  00 

Conclusion 

The  experience  of  this  company  produces  strong  proof  of  exist- 
ing defects  in  the  present  requirements  of  computing  the  resei've 
for  liability  losses  as  prescribed  in  section  86  of  the  insurance  law. 
As  shown  by  this  examination,  this  company  has  ample  resources 
and  the  officials  of  the  company  state  that  sufficient  reserves  will 
be  set  aside,  voluntarily,  as  contingent  reserves  to  provide  for  its 
liability  losses.  But  the  law  itself  should  provide  for  an  adequate 
reserve  so  that  a  company  will  be  required  to  maintain,  on  every 
dass  of  business,  sufficient  reserves  to  take  care  of  future  losses. 

The  records  of  the  company  were  found  to  be  kept  in  a  most  sat- 
isfactory manner;  and  so  systematized  as  to  make  any  informa- 
tion required  readily  available. 
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Joint  examination  by  Maryland  and  New  York  to  ascertain 
condition  December  31,  1912. 

Report  dated  August  1,  1913. 

Examiners  for  Maryland,  J.  Froggatt,  Charles  0.  Hall  and 
Hazelton  A.  Joyce,  Jr.;  for  New  York,  Leon  8,  Senior, 

History  and  Orx^jamzatiox 

This  company  was  incorporated  in  1896  by  an  act  of  the  Gen- 
eral Assembly  of  Maryland,  which  conferred  upon  the  corporation 
power  to  guarantee  and  secure  the  payment  of  debts,   the  per- 
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formance  of  contracts,  and  the  collection  of  notes  and  bills  of 
exchange.  The  original  charter  has  since  been  amended  in  the 
following  respects : 

In  1900,  additional  authority  was  granted  to  the  corporation 
to  indemnify  policyholders  against  loss  from  theft  and  burglary. 

In  1908,  the  corporation  was  authorized,  in  more  specific 
terms,  to  insure  the  fidelity  of  employees  and  officials  and  to 
become  surety  upon  bonds  and  undertakings  required  or  per- 
mitted by  law,  or  involving  the  performance  of  some  contractual 
obligation. 

In  1910,'  the  corporation  was  authorized  to  make  insurance 
against  accident  of  any  nature  or  description,  to  make  insurance 
against  liability  from  negligence  and  torts,  and  to  conduct  the 
business  of  inspecting  boilers,  engines  and  mechanical  appliances. 

The  company  is  now  engaged  in  the  following  classes  of  insur- 
ance, named  in  the  order  of  their  importance:  Fidelity  and 
surety,  employers'  and  public  liability,  burglary  and  theft,  acci- 
dent and  health,  automobile  and  teams  property  damage,  plate 
glass,  workmen's  collective,  steam  boiler  and  fly  wheel. 

Capital  Stock 

At  time  of  incorporation,  the  authorized  capital  stock  amounted 
to  $250,000  and  the  company  had  legislative  authority  to  increase 
the  same  to  $1,000,000.  In  1898,  the  Legislature  authorized  an 
increase  of  the  capital  stock  to  $1,500,000,  and  in  1902,  further 
authorization  was  granted  to  increase  the  capital  stock  to 
$2,500,000. 

Pursuant  to  the  authority  thus  granted,  the  company's  paid-up 
capital  stock  for  the  various  years,  from  1896  to  1912  inclusive, 
was  as  follows: 

December  31,  1896 $261,200 

"            "  1897 805,860 

"           "  1898 1,000,000 

"  1899 1,500,000 

"  1902 1,650,900 

"           "  1903 1,700,000 

"           "  1909 2,000,000 

"  1912 2,000,000 
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The  present  authorized  capital  stock  of  the  corporation  consists 
of  $2,500,000,  divided  into  25,000  shares  of  the  par  value  of 
$100  each.  The  paid-up  capital  stock  of  the  corporation  amounts 
to  $2,000,000,  consisting  of  20,000  shares  of  the  par  value  of 
$100  each.  The  amount  of  out8t.anding  stock  was  verified  by  the 
Maryland  Department  as  of  December  31,  1909.  In  the  course 
of  this  examination,  we  have  verified  all  stock  transactions  from 
that  date  and  until  December  31,  1912.  We  have  accounted  for 
all  transfers  made,  and  have  examined  all  the  cancelled  certifi- 
cates returned  to  the  corporation,  with  the  exception  of  one  cer- 
tificate (No.  3259)  for  eight  shares.  We  are  advised  that  the 
cancelled  certificate  has  been  lost  or  misfiled ;  that  there  exists  no 
liability,  and  that  no  dividends  have  been  paid  on  account  of  said 
certificate  from  the  date  of  its  cancellation,  December  23,  1910. 
Of  the  total  outstanding  capital  stock,  the  directors  of  the  cor- 
poration own  4,611  shares. 

Financial  Statement  December  31,  1912 

Ledger  Assets 

Book  value  of  real  estate $681,392  87 

Mortgage  loans 3,500  00 

Collateral  loans 40,249  00 

Book  value  of  bonds 4,405,801  98 

Book  value  of  stocks 548,147  25 

Cash  in  office 1,988  60 

Cash  in  banks: 

Not  on  interest 141,036  73 

On  interest 660,694  59 

Premiums  in  course  of  collection: 

Policies  effective  on  or  after  October  1,  1912  785,326  84 

Policies  effective  prior  to  October  1,  1912. .  220,717  71 

Bills  receivable 1,000  00 

Accounts  receivable 12,255  83 

Due  from  U.  S.  government 6,276  9» 

Accounts  with  suspended  banks 70,224  84 

Advances  secured 48,146  75 

Uncollected  subscriptions  —  Department  guar- 
anteed attorneys 57,238  42 

Workmen's   Compensation   Reinsurance   &   In- 
spection Bureau 1,425  74 

Total $7,685,424  14 
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Non-Ledger  Assets 

Interest  due  and  accrued : 

On  mortgages $77  08 

On  bonds 58,296  33 

On  collateral  loans 1 19  04 

On  bank  balances 954  54 

Rents  due  and  accrued 174  67 

Market  value  of  real  estate  over  book  value 3  JOS  93 

Salvage  recovered  during  1913  on  fidelity  and 

surety  claims  paid  prior  to  1913 114,781  02 

Renewal  premiums  on  continuous  bonds  charged 

in  1913  and  eflfective  in  1912 51,093  12 


$229,199  73 


Grose  Assets $7,914,623  87 

Assets  Not  Admitted 

Book  value  of  bonds  over  market  value $264,652  98 

Book  value  of  stocks  over  market  value 5,029  25 

Suspended  banks 14,767  22 

Uncollected  subscriptions —  Department  guar- 
anteed attorneys  8,131  23 

Premiums  in  course  of  collection  on  policies  ef- 
fective prior  to  October  Ist 220,717  71 


513,298  39 


Admitted  Assets $7,401,325  48 


Liabilities 

Losses  and  claims: 

Accident $32,605  51 

Health 5,705  39 

Fidelity  and  surety 1,486,640  84 

Plate  glass 3,931  84 

Steam  boiler 796  21 

Burglary  and  theft 16,218  10 

Auto  and  teams  property  damage  15,649  49 

Workman's  collective 6,107  96 


$1,567,655  34 

Special  reserve  for  unpaid  liability  losses 176,462  00 

Reserve  for  unearned  premiums 2,729,316  29 

Commissions  to  agents  and  brokers 169,473  53 

Commissions  on  renewals  of  continuous  bonds 

charged  in  1913  and  effective  in  1912 11,025  90 

Bills  and  accounts  due  and  accrued 27,188  40 

Amount  due  for  taxes  on  premiums 89,340  08 
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Amount  due  to  stockholders $17,817  39 

Return  premiums 12,899  24 

Reinsurance 27,067  43 

Munich  Reserve  account 24,091  65 

Collateral  deposits  in  Carnegie  Trust  Company.  9,614  64 
Reserve    for    contracts  —  Depart- 
ment guaranteed  attorneys $9,000  00 

Due  solicitors — ^Department  guar- 
anteed contracts 2,205  35 


11,206  36 

Due  for  •expenses  in  donneetion  with  sale  of  real 

estate 3,865  00 

Claim  for  personal  injuries 4,000  00 


Total  liabilities,  except  capital  stock $4,881,021  24 

Capital  paid  in  cash $2,000,000  00 

Surplus  over  all  liabilities 620,304  24     , 


Surplus  as  regards  policyholders 2,520,304  24 


Total  Liabilities $7,401,325  48 


Reduction  of  Surplus 

The  following  table  shows  in  detail  the  net  (fecrease  in  the  sur- 
plus as  a  result  of  this  examination: 

Decbeabe  in  Subpltjs 

Bonds  and  stocks $19,970  50 

Premiums  in  course  of  collection 85,180  72 

Accounts  in  suspended  banks 14,767  22 

Subscriptions  Department  guaranteed   attorneys..  1,844  63 

Losses  and  claims 572,841  25 

Liability  loss  reserve 7 1,274  00 

Unearned  premiums  7,417  95 

Bills  and  accounts  due  and  accrued 17,188  40 

Due  to  stockholdi^rs   17,817  39 

Return  premiums 2,376  43 

Collateral  deposits  9,614  64 

Reserve  Department  guaranteed  attorneys 11,205  35 

Real  estate  expenses 3.865  00 

Claims  for  personal  injuries 4,000  00 

■■ $839,362  48 
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Incbease  in  Surplus 

Real  estate $3,703  93 

Bills  and  accounts  receivable 13,256  83 

Interest 604  54 

Salvage 114,781  02 

Renewal  premiums 51,093  12 

Commissions 7,350  94 

Tax  on  premiums 3,500  33 

$194,289  71 


Net  decrease  in  surplus $646,072  77 


Agency  Oboanization 

This  company  has  been  admitted  into  and  operates  in  all  the 
States  of  the  Union^  Indian  Territory,  the  District  of  Columbia, 
Alaska,  Dominion  of  Ganada  and  Hawaii.  Its  operations  are 
carried  on  through  a  system  of  branch  offices  and  state  and  dis- 
trict general  agents.  The  business  west  of  the  Mississippi  river 
is  controlled  almost  exclusively  by  the  several  branch  offices 
located  in  that  territory. 

The  principal  branch  offices  are  located  in  the  following  cities : 

Atlanta,  Boston,  Chicago,  Denver,  Indianapolis,  'Sew  Orleans, 
New  York  city,  fian  Francisco,  St.  Louis  and  Toronto,  Canada. 

In  addition  to  the  above  there  are  also  eight  additional  branch 
offices,  about  1,500  general  agencies  and  about  2,500  district 
agencies.  All  general  and  district  agents  in  the  territory  con- 
trolled by  branch  offices  report  their  business  through  their  re- 
spective branch  offices.  All  other  general  agents  report  directly  to 
the  home  office  and  all  district  agents  report  to  their  general 
agents.  All  agency  contracts  with  general  agents  are  made  di- 
rectly with  the  home  office  and  all  district  agency  contracts  are 
made  directly  with  the  general  agents. 

Each  branch  office  is  in  charge  of  one  or  more  managers.  The 
agency  contracts  for  branch  offices  provide  for  salary  of  managers, 
office  rent,  salary  of  employees,  salary  of  traveling  field  men,  and 
their  expenses.  In  addition  to  salaries,  some  branch  office  man- 
agers receive  as  additional  compensation  an  overriding  commission 
varying  from  1  per  cent,  to  10  per  cent.  The  average  overriding 
commission  is  2V2  per  cent  on  net  premiums,  on  each  class  of  busi- 
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ness,  after  deducting  salaries  and  office  expenses.     The  annual 
salaries  of  branch  office  managers  vary  from  $2,250  to  $7,500. 

The  maximum  commission  allowed  general  agents  is  25  per 
cent  on  fidelity,  surety  and  burglary  business  and  on  liability  lines 
25  per  cent.,  with  the  exception  of  dentists'  and  physicians'  lia- 
bility, on  which  it  is  85  per  cent.  It  is  to  be  noted,  however,  that 
the  volume  of  business  of  the  two  last  named  constitutes  only  a 
small  fraction  of  the  total  liability  business.  When  overriding 
commissions  are  allowed  to 'branch  office  managers,  such  overriding 
commissions  are  in  addition  to  all  other  compensation.  The  com- 
pensation of  district  and  other  agents  is  fixed  by  the  general  agent 
having  supervision  of  that  territory,  and  the  combined  conmiis- 
sion  allowed  the  general  agent  and  the  district  agents  is  limited 
by  i^tie  terms  of  the  contract 

Branch  office  managers  and  general  agents  writing  surety  bonds 
have  authority  to  execute  contract  and  fidelity  bonds  for  amounts 
not  exceeding  $25,000,  and  judicial  bonds  for  amounts  not  ex- 
ceeding $10,000  on  each  bond.  Bonds  involving  indemnities  of 
larger  limits  are  subject  to  the  approval  of  the  home  office. 

CONOLTTSION 

Surety  Premium  Reserves: 

We  have  already  indicated  our  approval  of  the  accounting 
methods  employed  by  the  company  in  connection  with  renewal 
premiums  on  fidelity  and  surety  bonds.  We  recommend,  how- 
ever, that  greater  care  be  exercised  in  cancelling  reserves  on  con- 
tinuous bonds,  such  cancellations  to  take  effect  only  upon  satisfac- 
tory evidence  of  termination  of  liability. 

Liability  Loss  Reserves: 

This  company  entered  the  field  of  liability  insurance  primarily 
for  the  purpose  of  protecting  itself  against  the  encroachments  of 
liability  companies,  who  are  extending  their  operations  so  as  to 
include  surety  business.  From  the  facts  and  figures  submitted  in 
this  report,  it  is  evident  that  the  experience  of  this  company  indi- 
cates a  high  loss  ratio  on  liability  underwriting  and  that  the  loss 
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reserves  provided  by  law  will  be  insufficient  to  meet  the  obliga- 
tions under  liability  policies  issued  during  the  past  three  years. 

Surety  Loss  Reserves: 

The  increase  in  the  surety  loss  reserves,  as  determined  in  this 
examination,  indicates  the  necessity  of  establishing  higher  stand- 
ards in  providing  estimates  for  outstanding  claims.  We  recog- 
nize the  difficulties  that  attend  the  valuation  of  reserves  on  the 
basis  of  specific  estimates,  and  recommend  to  the  officials  of  the 
claim  department  the  advisability  of  creating  higher  estimates 
and  revising  such  estimates  with  greater  frequency  on  the  basis 
of  information  derived  from  investigators  and  local  attorneys. 
We  are  of  opinion  that  in  creating  reserves,  the  officials  of  the 
claim  department  are  attaching  too  much  importance  to  antici- 
pated salvage  to  be  recovered  from  indemnitors.  While  prospec- 
tive salvage  is  an  important  factor  in  determining  claim  reserves, 
the  consideration  of  the  value  thereof  should  be  limited  to  cases 
where  the  company  has  adequate  collateral  or  indemnitors  of 
unquestioned  financial  responsibility. 

Annual  Statements: 

The  substantial  reduction  in  the  surplus,  as  shown  herein,  leads 
your  examiners  to  recommend  that  the  company  exercise  greater 
care  and  conservatism  in  the  preparation  of  the  annual  statements 
to  the  insurance  departments. 


UNITED   STATES  GUARANTEE   COMPANY 

New  York,  N.  Y. 

Examined  to  ascertain  condition  March  31,  1914. 
Report  dated  June  11,  1914. 
Examiner:  H.  0.  Van  TuyL 

HiSTOBY 

The  United  States  Guarantee  Company  was  organized  in  1890 
under  the  laws  of  the  State  of  New  York,  with  a  capital  stock 
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of  $250,000.  The  majority  of  the  stock  is  held  by  the  Guar- 
antee Company  of  North  America,  of  Montreal,  Canada,  which 
company  owns  1,491  of  the  2,500  shares. 

Business  Transacted 

The  company  is  authorized  by  its  charter  to  issue  fidelity 
bonds  and  such  surety  bonds  as  are  required  by  law.  A  large 
portion  of  the  surety  writings  consist  of  New  York  State  excise 
bonds  in  the  issuing  of  which  the  company  shares  through  its 
being  a  member  of  the  Excise  Reinsurance  Association.  One- 
half  of  this  company's  share  of  the  excise  premiums  is  rein&ured 
with  the  Guarantee  Company  of  North  America,  which  company 
bears  half  of  the  losses  and  expenses.  Similarly,  50  per  cent, 
of  nearly  all  risks  of  $10,000  or  more  are  reinsured  with 
the  Guarantee  Company  of  North  America.  No  reinsurance 
contract  is  in  force  making  obligatory  the  ceding  or  accepting 
of  these  premiums,  but  the  reinsurance  is  considered  binding  on 
the  receipt  of  bordereaux. 

Financial  Statement 
The  assets  and  liabilities  on  March  31,  1914,  are  as  follows: 

Ledger  Assets  , 

Book  value  of  bonds $552,  704  62 

Book  value  of  stocks 195,  600  00 

Cash  in  oflSce 509  25 

Cash  in  banks  on  interest 76, 729  66 

Cash  in  banks  not  on  interest 8.  075  60 

Premiums  in  course  of  collection: 
On  policies  issued  on  or  after  January  1,  1914         $13,501  30 
On  policies  issued  prior  to  January  1,  1914. .  2,  419  43 

$15, 920  73 

Less  reinsurance  premiums  owed 780  29 

15, 140  44 

Companjr's  equity  in  funds  of  Excise  Hcinsur- 

ance  Committee $54,  393  00 

Less  portion  reinsured  with  Guarantee  Co.  of 

North  America 27 ,196  50 

27, 196  50 

Total  ledger  assets $875, 856  07 
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Non-Ledger  Assets 

Internet  accrued  on  bonds $?>  601  87 

Market  value  of  stocks  and  bonds  over  book 

value 16, 216  38 

Salvage  recovered  since  April  first  on  losses 

paid  prior 622  91 

$24,440  16 

Gross  assets $900, 296  23 

Deduct  Assets  Not  Admitted 

Premiums  in  course  of  collection  written  prior  to  January  1, 

1914  . . .  • 2,  419  43 

•  _.  , 

Admitted  assets $897,  876  80 

Liabilities 

Unpaid  claims,  including  adjustment  expenses: 

Fidelity $19,  022  62 

Surety  10, 238  21 

$29, 260  83 

Unearned  premiums: 

New  York  State  excise  premiums,  $38,160.32; 

unearned,  50  per  cent $19,080  16 

One  year  or  less,  premiums,  $134,063.68;  un- 
earned, pro  rata 70, 654  52 

Over  one  year,  premiums,  $3,410.76;  un- 
earned, pro  rata 2, 230  10 

91,  964  78 

Commissions 3, 102  26 

Unpaid  bills  and  salaries  accrued 3, 541  70 

Taxes  on  premiums 2, 414  44 

Federal  corporation  tax 518  36 

Advance  premiums 2,  399  41 

Total  liabilities $133, 201  78 

Capital  paid-up  in  cash $250, 000  00 

Surplus  514, 675  02 

Surplus  as  regards  policyholders 764,  675  02 

Total $897,876  80 

SurpliLs: 

The  surplus  as  reported  to  the  Department  in  the  quarterly 
statement  for  March  31st  was  $493,853.49.  Included  in  the 
statement  of  liabilities  under  "  Other  reserves  and  liabilities " 
waa  an  item  of  $17,680,  which  is  stated  by  the  company  to  be  a 
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"  voluntary  reserve  for  contingencies,"  and  as  this  amount  does 
not  represent  any  known  liability  on  that  date,  it  is  really  sur- 
plus and  is  so  considered  in  this  report 

The  surplus  as  determined  by  this  examination  is  $514,- 
675.02,  an  increase  of  $20,821.53  over  that  reported  by  the 
company. 

Oaim,  and  Loss  Exhibit 

The  following  is  a  condensed  gain  and  loss  exhibit,  covering 
underwriting  and  investments  for  the  three  months  of  1914: 

Undertcriting 

Income  earned $48,  967  86 

Losses  incurred  $11, 528  52 

Expenses  incurred 29, 062  26 ' 

40,  590  78 

Gain  from  underwriting $8, 377  08 

Investments 

Interest  earned $7,  978  67 

Increase  in  market  values 16,  390  03 

$24,368  70 

Expenses  incurred 931  93 

Gain  from  investments 23,  436  77 

Total  gains $31,813  85 

Surplus  March  31,  1914., $514, 675  02 

Surplus  December  31,  1913 482,  861   17 

$31, 813  85 

Concliision 

The  business  of  this  company  is  restricted  to  the  issuing  of 
fidelity  and  surety  bonds  on  high  grade  risks.  Its  fidelity  V7rit- 
ings  are  mainly  on  employees  of  financial  and  commercial  cor- 
porations and  on  post  office  employees.  Bonds  covering  con- 
tracts v^rith  governments  and  municipalities,  together  with  excise 
bonds,  make  up  nearly  the  entire  surety  writings. 

The  condition  of  the  company,  as  shown  by  this  report,  is 
evidence  of  the  conservatism  of  the  management 

The  books  and  records  of  the  company  are  well  kept  and  all 
information  has  been  readily  obtained. 


Workmen's  Mutual  Compensation  Corporations 
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WORKMEN'S  COMPENSATION  CORPORATIONS 

The  following  Mutual  Compensation  Insurance  Companies 
have  been  examined  on  organization  under  the  Workmen's  Com- 
pensation Law: 

American  Mutual  Compensation  InBurance  Company,  New  York. 
Bakers*  Mutual  Insurance  Company,  New  York. 
Brewers'  Mutual  Indemnity  Insurance  Company,  New  York. 
Central  and  Western  New  York  Brewers'  and  Maltsters'  Mutual  Insurance 
Company,  Albany. 

Clothing  Contractors'  Mutual  Compensation  Insurance  Company,  Brooklyn. 
Contractors'  Mutual  Insurance  Corporation,  New  York. 
Employers*  Mutual  Insurance  Company,  New  York. 
Exchange  Mutual  Indemnity  Insurance  Company,  Buffalo. 
First  Mutual  Liability  Insurance  Company,  New  York. 
Industrial  Mutual  Liability  Insurance  Association,  New  York. 
Knickerbocker  Mutual  Liability  Insurance  Company,  New  York. 
Lumber  Mutual  Casualty  Insurance  Company,  New  York. 
Metropolitan  Mutual  Building  Trades  Insurance  Company,  New  York. 
New  York  Printers'  and  Bookbinders'  Mutual  Insurance  Company,  New  York. 
Utica  Mutual  Compensation  Insurance  Company,  Utica. 
Utilities  Mutual  Insurance  Company,  New  York. 

26  («011 
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Co-operative  Life  and  Accident  Associations 
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AMERICAN     TEMPERANCE     LIFE     INSURANCE 

ASSOCIATION 

New  York,  N.  Y. 

Exa/mined  to  ascertain  condition  December  31,   1912. 
Report  dated  May  27,  1913. 
Examiner:  John  E.  Diefendorf. 

Statement  of  Assets  and  Liabilities 

Ledger  Assets 

Cash  in  banks $27, 054  86' 

Cash  in  association's  office 2, 019  57 

Mortgage  loans  on  real  estate 145,950  00 

Total  ledger  assets $175, 024  43 

Not^Ledger  Assets 

Interest  due  and  accrued $2, 519  61 

Assessments  due  and  unpaid  on  last  call  made 
within  sixty  days  on  insurance  in  force  and 
for  which  notices  have  been  issued 3, 258  00 

Total  non-ledger  assets 6, 777  61 

Total  assets   $180,  802  04 

Liabilities 
Death  claims  due,  resisted  or  in  process  of  ad- 
justment            $63,050  00 

Sick  and  accident  claims 138  32 

Total  unpaid  claims $63, 188  32 

Reserve  or  emergency  fund  under  section  205, 

New  York  Insurance  Law 68, 108  87 

Assessments  paid  in  advance 1, 834  24 

Miscellaneous  bills  due  and  accrued 1,201  53 

•  Total  liabilities 134,332  96 

Surplus   $46,  469  08 

Balance  to  protect  future  claims  of  policyholders,  being  the 
reserve  or  emergency  fund  and  surplus $114, 577  95 


*  Includes  no  charge  for  any  liability  iinder  so-called  complet€^d  payment  policies,  hereinafter 
more  fully  explained. 

[805] 
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Income  and  Disbursements 

A  statement  of  the  income  and  disbursements  for  the   year 
ending  December  31,  1912,  is  as  follows: 

Balance  December  31,  1911,  as  per  association's  records $200,  842  14 

Income 

Assessments,  first  year $7, 145  03 

Assessments,  renewal 187, 653  49 

Policy  fees 63  00 


Total  income  from  members $194,  751  62 

Interest  on  mortgage  loans $7, 593  41 

Less  accrued  interest  on  mortgage 

acquired 229  15 

7,  364  26 


Interest   1,  460  66 

Loans  repaid  by  members 4,  810  00 

Collection  of  checks 83  59 


Total  income   208, 460  02 


Total    $418. 302  IG 

Disbursements 

Death  claims $154,916  80 

Sick  and  accident  claims 576  16 

Policy  loans 4, 170  00 

Surrendered  policies 23,287  79 


Total  paid  to  members     $182, 950  76 

Salaries  of  officers    13, 268  96 

Salaries  of  office  employees   6,  645  01 

Salaries  of  managers  and  agents 5,  875  64 

Commissions,  first  year  business 5, 332  13 

Commissions,  renewals 3,  720  71 

Directors'  fees  520  00 

Medical  examinations 1 ,  975  60 

Collection  expenses 5,  576  79 

Management  and  miscellaneous  expenses 15, 128  24 

Agents'  balances  charged  off 2, 285  00 


Total  disbursements  243, 277  73 


Balance  ledger  assets  December  31,  1912 $175, 024  43 
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Anmwl  Statement 

I  find  the  annual  statement  of  this  association  filed  in  this 
Department  for  the  year  ending  December  31,  1912,  to  be  in- 
correct in  the  following  particulars: 

Cash  in  hank: 

The  association  reported  cash  in  banks  amounting  to 
$28,054.73.  Your  examiners  find,  however,  the  total  bank 
balance  at  the  close  of  business  December  31,  1912,  to  be  the 
sum  of  $27,06*4.86,  or  a  difference  of  $999.87.  The  reason 
given  for  this  discrepancy  is  that  the  books  were  not  closed  on 
December  31,  but  were  allowed  to  remain  open  for  the  collection 
of  premiums  subsequent  thereto.  We  find  an  item  of  $1,224.87 
was  deposited  in  bank  January  2,  1913,  and  it  was  stated  that 
this  amount,  less  an  item  of  $225,  being  an  interest  payment  on 
mortgage  loan,  would  account  for  the  said  difference.  In  other 
words,  the  association  took  credit  for  $999.87  as  cash  in  bank 
on  December  31,  1912,  which  was  not  deposited  until  January 
2,  1913. 

In  order  to  adjust  this  transaction  in  the  above  statement  we 
have  deducted  the  sum  of  $999.87  from  the  item  cash  in  bank, 
and  also  from  the  item  representing  renewal  premium  income. 
Hence,  such  items  will  not  agree  with  the  association's  cash  book 
and  ledger  to  this  extent. 

We  believe  that  the  officers  who  executed  the  annual  statement 
deserve  criticism  by  reason  of  the  discrepancy  above  mentioned 
and  that  the  practice  of  holding  the  books  open  after  December 
31  should  cease. 

Mortuary  assessments  due  and  unpaid  on  last  call  made  within 
sixty  days  on  insurance  in  force  and  for  which  notices  have 
been  issued: 

The  association  has  taken  credit  as  a  non-ledger  asset  on  ac- 
count of  this  item  to  the  amount  of  $16,308.20.  We  are  in- 
formed that  in  arriving  at  this  figure  no  accurate  computation 
was  made  but  that  one-twelfth  of  the  total  assessments  for  the 
year  were  assumed  to  be  unpaid.  An  examination  of  the 
premium  cards  and  records  shows  the  amount  of  this  item  less 
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commissions  to  be  the  sum  of  $3,258,  and  we  have  accordingly 
given  the  association  credit  for  this  amount. 

Assessments  collected  hi/  agencies  not  yet  turned  over  to  asso- 
ciation: 

Credit  was  taken  for  this  item  to  the  extent  of  $4,500.  No 
credit  is  given  in  the  above  statement  on  this  account,  however, 
as  we  believe  full  credit  is  given  for  same  in  the  preceding  item. 

Reserve  or  emergency  fund  under  section  205,  New  York  Insur- 
ance Law: 

The  association  charges  itself  in  its  annual  statement  on  ac- 
count of  this  item  to  the  amount  of  $68,108.87.  The  basis  on 
which  it  was  computed  is  as  follows :  One  periodical  call  on  each 
policy  was  taken,  whether  on  the  annual,  semi-annual,  quarterly, 
bi-monthly  or  monthly  basis.  We  checked  the  figures  and  found 
them  correct,  except  on  a  portion  of  the  monthly  business,  the 
difference  amounting  to  $1,531.16  more  than  the  above  amount 
However,  as  the  association  in  its  calculation  included  certain 
business  which  we  have  considered  lapsed,  as  shown  elsewhere 
in  this  report,  we  have  entered  in  the  above  statement  the  figures 
shown  in  the  annual  statement 

Assessments  paid  in  advance: 

The  association  has  charged  itself  with  no  liability  in  the 
annual  statement  for  this  item.  We  find  the  same  to  be  $1,- 
884.24.  This  consists  of  assessments  paid  in  advance  of  due 
dates  only  and  does  not  include  the  unearned  portion  of  assess- 
ments paid  in  if  the  same  were  due  on  the  date  of  this  examina- 
tion. 

Unpaid  clai/ms: 

The  association  charges  itself  in  the  annual  statement  with 
total  claims  unpaid  in  the  sum  of  $59,850.  Tour  examiners 
find  that  this  did  not  include  certain  death  claims  reported  but 
not  yet  adjusted,  amounting  to  $3,200,  and  also  sick  and  acci- 
dent claims  amounting  to  $138.32.  We  have,  therefore,  added 
these  two  items  to  the  item  first  above  shown,  so  that  the  total 
claims  unpaid  on  December  31,  1912,  is  the  sum  of  $63,188.32. 
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Business  in  force: 

In  the  annual  statement  the  association  shows  6,273  certifi- 
cates in  force  at  the  end  of  the  year,  carrying  insurance  in  the 
total  sum  of  $5,592,900.  The  president  of  the  association  stated 
that  in  arriving  at  the  above  figures  certificates  on  which  no 
assessments  had  been  paid  within  three  months,  being  subject  to 
reinstatement,  were  included  in  the  total  number  submitted  as 
being  in  force,  with  the  corresponding  amount  of  insurance.  We 
do  not  believe  he  is  warranted,  as  a  rule,  in  counting  in  force 
certificates  which  have  been  lapsed  for  a  period  of  three  months. 
We  have  given  this  matter  thorough  investigation  and  by  elimi- 
nating all  certificates  on  which  the  assessments  paid  would  not 
carry  the  insurance  over  December  1,  1912,  and  including  all 
certificates  which  had  been  reinstated  between  December  31,  and 
on  or  about  April  22,  1913,  a  basis  which  we  consider  most 
liberal,  we  find  that  there  were  outstanding  5,412  certificates 
with  $5,003,796  insurance.  These  figures  show  a  decrease  of 
861  certificates  and  $589,104  insurance  from  those  submitted  by 
the  association.  We  recommend  that  hereafter  the  management 
show  this  exhibit  on  a  more  accurate  basis. 

The  following  schedule  shows  the  number  of  certificates  by 
classes  and  the  amount  of  insurance  in  each  class,  on  the  above 
basis,  on  date  of  this  examination: 

Oertifioatea  Insurance 

American  Temperance  Life  (direct) 1, 923        $2,438»  354 

American  Temperance  Life  (direct  paid  up) 138  104, 556 

Knightft  and  Ladies  of  the  Golden  Star 965  769, 275 

Royal  Templars 287  278, 125 

Royal  Refuge 1.324  504, 000 

Mutual  Reserve,  Good  Fellows  and  Tradesmen 314  226,400 

National  Benefit  and  (Jood  Templars 323  578, 530 

Totals 5, 274         $4, 899, 240 


Premiums  returned: 

The  item  in  the  annual  statement  under  disbursements,  to  wit, 
premiums  returned,  $23,287.79,  comprises  payments  made  for 
three  distinct  purposes,  viz.:  (1)  premiums  actually  returned  to 
members,  which  is  a  comparatively  small  amount;  (2)  additions 
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to  death  claims  by  virtue  of  a  clause  in  the  certificates  issued  to 
members  of  the  Royal  Refuge  Association,  reinsured,  and  (3) 
payments  representing  surrender  values  to  members  holding  so- 
called  completed  payment  certificates,  hereinafter  described. 

Interest  accrued  on  Mortgage  Loans  and  Ba/nk  Balaaices 

These  items  have  been  increased  in  the  above  statement  by  the 
sum  of  $199.51  and  $140.71  respectively. 

Organizaiion 

This  association  was  organized  and  commenced  business  in  the 
year  1889  and  is  transacting  business  as  an  assessment  organiza- 
tion under  the  provisions  of  article  VI  of  the  Insurance  Law  of 
this  State. 

The  membership  is  divided  into  two  sections,  viz.:  (1)  Those 
who  warrant  that  they  are  total  abstainers  from  the  use  of  alco- 
holic liquors  or  other  intoxicating  drinks,  and  (2)  those  who  ab- 
stain from  the  excessive  ujae  thereof. 

The  rates  of  assessment  differ  between  the  two  sections,  the 
rates  collected  from  the  members  of  the  first  section,  or  total  ab- 
stainers, being  lower  than  those  collected  from  the  second  or  so- 
called  general  section.  All  rates  are  graded  according  to  the  age 
of  the  members,  and  assessments  may  be  paid  monthly,  bi-monthly, 
quarterly,  semi-annually  or  annually. 

The  rates  are  not  contemplated  to  bo  level  through  the  life  of 
the  insured,  but  are  subject  te  increase  whenever  the  financial  con- 
ditions warrant  it. 

The  control  is  vested  in  a  board  of  nine  directors,  who  in  turn 
elect  the  oflBicers.  Both  directors  and  officers  are  elected  for  a  term 
of  four  years. 

Readjustment  of  Rates 

In  1912  the  association,  by  reason  of  a  rapid  depletion  of  funds 
due  to  increasing  mortality  and  a  continual  heavy  ratio  of  expense 
of  management,  made  a  readjustment  of  the  rates  of  all  members 
who  were  paying  less  than  those  admitted  suj)sequent  to  the  year 
1901.  It  seems  that  in  the  said  year  a  new  table  of  rates 
was  adopted  to  apply  only  to  new  members,  and  that  in  the  re- 
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adjustment  made  last  year  the  rates  of  old  members  were  increased 
to  meet  the  rates  on  this  tiible  at  attained  age,  less  five  years,  ex- 
cept the  class  of  reinsure<l  members  known  as  ^*  Knights  and 
Ladies  of  the  Golden  Star,''  the  rates  of  which  are  to  be  adjusted 
by  levying  extra  assessments  to  meet  the  deficiency,  and  members 
who  were  70  years  of  age  or  over,  who  are  to  be  charged  the  table 
rate  as  of  age  65. 

This  readjustment  resulted  in  a  material  loss  in  membership 
and  much  dissatisfaction  on  the  part  of  many  members  who  were 
of  the  opinion  that  their  old  rates  were  practically  permanent. 
However,  as  the  association  is  transacting  business  under  the 
provisions  of  the  co-operative  or  assessment  law,  and  the  rais- 
ing  of  more  re\'enue  in  order  to  meet  claims  accruing  was  clearly 
necessary,  if  the  organization  were  to  continue,  the  management, 
in  my  opinion,  was  warranted  in  making  the  change  it  did. 

Expense  of  Matmgeinent  mid  Mortality 

The  regular  gross  rates  above  shown  in  the  general  section  are 
about  equal  to  those  computed  on  the  American  experience  table 
of  mortality  with  4  per  cent,  interest  assumption,  and  a  loading 
of  15  per  centum.  They  would  undoubtedly  be  ample  to  carry  the 
contracts  to  maturity  without  further  increase,  with  a  fair  mor- 
tality experience,  were  it  not  for  the  fact  that  the  law  allows  a 
life  assessment  association  to  expend  for  general  expenses  a  sum 
not  to  exceed  35  per  cent,  of  its  total  premium  income,  and,  under 
authority  of  this  law,  this  association's  general  expenses  have 
been  nearly  equal  to  the  maximum  percentage.  In  such  circum- 
stances, it  is  obvious  that  it  is  only  a  question  of  time  when  the 
rates  will  have  to  be  again  increased.  Moreover,  there  is  every 
indication  that  the  rate  of  mortality  is  considerably  higher  than 
that  expected  on  the  American  experience  table  of  mortality,  due 
to  the  fact  that  the  association's  membership  is  largely  composed 
of  reinsured  members  of  defunct  or  weak  organizations,  and  also 
to  the  probability  that  many  members  who  were  of  sound  health 
have  dropped  their  certificates,  leaving  a  selection  of  risks  so  ad- 
verse that  a  heavy  mortality  must  naturally  be  expected. 
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The  following  table  shows  the  ratio  of  expense  of  management 
to  total  premium  income  for  the  last  five  calendar  years : 

Total  receipts       Ewpenee  of  Per 

from  members      management         cent, 

1912  $195, 698  39  $60,326  98  30.8 

1911  211,00146  67,535  30  32.0 

1910  227,  894  69  70, 367  28  30.8 

1909  238, 896  05  75,982  98  31.8 

1908  249,  558  08  85,  545  79  34.2 

Record  of  Daily  Cash  Balances 

The  record  book  showing  in  what  form  daily  balances  are  held, 
which  was  formerly  kept  by  the  management,  has  been  discon- 
tinued. We  recommend  that  this  record  be  again  established,  and 
that  deposits  in  bank  be  itemized  on  the  association's  records,  as 
to  currency,  checks,  money  orders,  etc. 

We  further  recommend  that  the  drawing  of  checks  to  the 
"  order  of  cash  "  be  discontinued.  This  practice  can  serve  no 
good  purpose.  Whatever  cash  is  needed  to  meet  petty  disburse- 
ments can  be  used  from  the  cash  revenue  received  in  the  office  or, 
if  necessary,  drawn  from  the  bank  by  checks  drawn  to  ''petty 
cash." 

Appraisals  of  Real  Property  Mortgaged  to  the  Association 

At  the  last  examination  certain  mortgage  loans  on  real  estate 
made  by  the  association  were,  after  appraisal  of  the  propertj', 
found  to  be  in  excess  of  the  maximum  amount  allowed  bv  law,  as 
set  forth  in  the  following  schedule: 

Mortgage  Amount  of  Appraiaed  Nocesaarj' 

No.  Location  mortgage  value  reduction 

14     268  W.   132d  street $8,500  00  $12, 000  00  $500  00 

16  603  Vanderbilt  avenue 3,  750  00  4,000  00  1.  083  00 

17  Montdair,  N.  J 12.  000  00  14,  000  00  2.  667  00 

18  354  Nostrand  avenue,  Brooklyn.  9,500  00  12,500  00  1,333  00 

It  is  said  that  the  association  requested  payment  in  reduction 
of  these  loans,  in  accordance  with  the  Department's  recommenda- 
tions, but  loan  No.  18  is  the  only  one  that  has  been  reduced,  and 
that  only  by  $300.  Moreover,  the  time  for  payment  of  such  loans 
was  extended,  expiring,  however,  during  the  present  year.  We 
recommend  that  they  be  reduced  as  required  by  law. 
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The  peal  estate  mortgage  to  the  association  not  yet  appraised  by 
this  Department,  will  be  so  appraised  in  connection  with  this 
examination  and  report  thereon  submitted  later. 

Salaries  of  Officers 

By  resolution  of  the  board  of  directors,  effective  June  1,  1912, 
the  salaries  of  the  officers  of  this  a^isociation  were  reduced  as  fol- 
lows: 

President  from  $6,000  to  $5,000  per  annum. 
Secretary  from  $6,000  to  $4,600  per  annum. 
Treasurer  from  $3,000  to  $2,500  per  annum. 

Swrrender  Values  Under  Completed  Payment  Policies 
On  or  about  January  1,  1897,  this  association  began  issuing,  in 
addition  to  its  ordinary  life  contract,  a  so-called  "  completed  pay- 
ment "  policy.  This  policy  provides  for  a  limited  paying  period 
and,  after  the  policy  has  been  in  force  five  years,  for  options  giv- 
ing the  insured  the  right  to  (a)  extended  insurance,  or  (b)  paid 
insurance,  or  (c)  the  withdrawal  of  the  "  advance  insurance  fund  " 
and  the  interest  accretions  thereon.  The  association  was  at  all 
times  doing  business  exclusively  on  the  assessment  plan  and  not 
on  the  level  premium  reserve  basis,  and  as  the  law  under  which 
it  operates  does  not  contemplate  that  limited  payment  contracts 
shall  be  issued,  it  is  my  opinion  that  such  contracts  were  wholly 
misleading  and  calculated  to  deceive  the  public,  if  not  ultra  vires. 
But  the  officers  claim  that  such  contracts  were  not  intended  to  be 
absolutely  paid-up  —  this  by  virtue  of  a  clause  inserted  in  the 
policy  reading  as  follows: 

"  Seventh. —  This  association  furnishes  insurance  on  the  safety  premium 
plan  in  accordance  with  the  laws  of  New  York,  which  provide  that  every  claim 
must  be  paid  when  due,  and  should  a  deficiency  occur  at  any  time  in  the 
mortuary  or  advance  deposit  funds  such  deficiency  shall  be  made  good  by  each 
member  paying  his  pro  rata  premium  therefor,  on  due  notice  from  the 
association." 

It  seems  that  the  options  providing  for  extended  or  paid  insur- 
ance and  cash  surrender  values  are  given  in  a  table  printed  in  the 
policy  in  connection  with  clause  12,  except  that  in  the  earlier 
form  such  table  is  attached  in  the  form  of  a  rider. 


814 


Repohts  on  Official  Examination 


The  said  table  provides  for  certain  extended  and  paid  insur- 
ance, beginning  at  the  end  of  the  fifth  year  and  until  the  policy 
becomes  "  paid  up  "  by  its  terms,  but  the  cash  surrender  values  are 
only  entered  at  the  end  of  the  10th,  16th  and  20th  years. 

The  exact  form  of  this  table,  taken  from  a  rider  attached  to  a 
policy  issued,  is  as  follows : 


(( 


Policy  No.  15832  Iflsued  By 


The  American  Tempebancr  Life  Inbubancb  Association 

Age  46  Amount  $3000. 

In  case  of  the  legal  surrender  of  said  Policy  at  any  anniversary  of  the  date 
of  its  issue  after  its  fifth  year,  subject  to  its  terms  and  conditions  and  tlic 
laws  of  the  State  in  which  the  insured  resides.  The  Amebican  Tempebancb 
Life  Insubance  Association  hereby  agrees  to  allow  the  Insured  the  option 
of  either,  (a)  the  extended  insurance,  or  (b)  paid  insurance,  or  (c)  the 
withdrawal  of  the  "Advance  Insurance  Fund,"  and  the  interest  accretions 
thereon,  indicated  in  the  following  table  of  estimated  values: 


Years  of 
Insurance 


(a)  Face  value  of 
Policy  Extended 


5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

10 

20 


Years 

5 

5 

6 

7 

8 

8 

9 

9 
10 
10 
11 
12 
12 
13 
15 
For 


Days 
100 
336 
296 
147 

33 
221 

72 
268 

34 
253 
135 

11 
316 
286 

16 
Life 


(c)  Value  of  Ad- 
vance Insurance 
Fund  (Interest 
assumed) 


1673  17 


(b)  Policy  commuted 
to  the  foUowinK 
paid  Insurance 

$750  00 
900  00 
1,  050  00 
1,200  00 
1,  350  00 
1.500  00 
1,650  00 

1,  800  00 
1,950  00 
2.100  00 
2,250  00 

2, 400  00     

2,550  00     

2,700  00     

2,  850  00     

3,000  00  1,660  08 

Gboboe  £.  QoDWABD,  Secretary* 


1,123  02 


»» 


The  casli  values  above  entered  represent  the  difference  between 
the  premium  paid  in  under  this  form  of  contract  and  the  premium 
that  would  have  been  paid  had  the  member  taken  the  ordinary  life 
form,  improved  by  interest  and,  probably,  by  an  estimated  value  of 
what  would  be  paid  from  gains  made  by  the  early  lapsation  of 
policies. 

I  find  that  this  form  of  contract  was  issued  continuously  from 
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the  said  date  until  the  year  1907,  when  it  was  changed  materially 
at  the  direction  of  the  Insurance  Department  of  this  State.  The 
changes  effected'  at  that  time  were  (1)  the  substance  of  clause  7, 
hereinabove  quoted,  was  printed  in  a  more  prominent  place  in  the 
policy  and  made  to  read  as  follows : 

"  This  aflsociation  furnisheA  insurance  in  accordance  with  the  laws  of  New 
York,  which  provide  that  the  claims  must  be  paid  when  due,  and  should  the 
mortuary  rates  prove  insufficient  for  current  claims,  such  deficiency  may  be 
paid  from  the  Reserve  Fund;  should  the  Reserve  Fund  on  hand  become  im- 
paired below  the  amount  required  under  the  laws  of  the  State  of  New  York, 
then  such  impairment  may  be  provided  for  by  a  call  upon  each  member  of 
the  association  for  his  pro  rata  share  of  such  deficiency  and  which  shall  be 
due  and  payable  within  thirty  days  from  date  of  such  notice  the  same  as  a 
regular  premium." 

(2)  The  substitution  of  the  following  clause  in  lieu  of  the  table 
of  values  above  given  and  other  clauses  in  the  policy  in  reference 
thereto : 

"  Sixth  —  It  is  estimated  that  upon  tlie  payment  of  all  premiums  on  this 

policy  for    years»  the  accumulations  to  the  credit  of  the  inmired 

with  the  association  will  be  sufficient  to  provide  for  one  of  the  foUowing 
options,  subject,  however,  to  additional  assessment  calls  if  excessive  mortality 
losses  require  the  levying  of  same: 

(a)  Insurance  in  the  following  amount  without  further  payment 

(b)  Estimated  cash  refund  $ " 

The  last  form  described  has  been  issued  exclusively  since  the 
year  last  above  mentioned.  It  is  apparent  that  it  differs  widely 
from  the  first  form  issued.  The  first  form  constituted,  in  the 
opinion  of  your  examiners,  a  fixed  contract  by  virtue  of  the  follow- 
ing language: 

*'In  case  of  the  legal  surrender  of  said  policy  at  any  anniversary  of  the 
date  of  its  issue  after  its  fifthj  year  •  •  •  •  The  American  Temperanxje 
Life  Insurance  Association  hereby  agrees  to  allow  the  insured  •  •  •  • 
the  withdrawal  of  the  '  advance  insurance  fund,'  and  the  interest  accretions 
thereoni  indicated  in  the  following  table  of  estimated  values." 

The  fact  that  the  word  "  estimated  "  is  used  in  this  connection 
does  not,  in  my  opinion,  release  the  association  from  liability  to 
return  to  members  holding  such  policies  the  value  of  the  "  advance 
insurance  fund."  This  fund  clearly  is  the  difference  between  the 
amount  paid  in  by  holders  of  such  policies  over  the  amount  they 
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would  have  paid  in  had  they  taken  the  ordinary  life  form,  im- 
proved by  interest,  at  least,  and  probably  by  the  gain  from  certain 
lapsations. 

We  have  made  an  estimate  of  the  association's  liability  for  sur- 
render values  on  such  contracts  issued  prior  to  the  change  made  in 
1907  on  the  following  basis:  AU  policies  on  this  form  having  run 
ten  years  or  more,  but  less  than  fifteen,  we  have  taken  the  value 
given  in  the  table  at  the  tenth  year ;  all  policies  having  run  fifteen 
years  or  more  (there  is  none  having  run  twenty  years)  we  have 
taken  the  value  at  the  fifteenth  year.  We  find  the  a^regate  value 
of  such  items  to  be  the  sum  of  $79,528.87. 

It  was  stated  by  the  officers  that  this  matter  had  never  been  con- 
sidered as  a  distinct  liability,  and  that  no  separate  accounting  in 
relation  thereto  had  ever  been  made  by  the  management.  The 
item  has  been  eliminated  as  a  charge  in  the  statement  of  liabilities 
of  this  report,  with  the  understanding  that  the  management  will, 
within  one  year,  provide  a  fund  to  be  thereafter  maintained  and 
considered  as  a  distinct  liability  to  be  set  forth  in  future  state- 
ments and  reports  for  the  protection  of  this  class  of  contracts. 

The  number  of  certificates  on  the  completed  payment  forms  of 
all  kinds  outstanding,  with  the  amount  of  insurance,  is  as  follows: 

Certificates        Insurance 

20  payments 427       $934,250  00 

15  payments 13  16,000  00 

10  payments 17  21, 500  00 

Totals 457       $971,750  00 


Settlement  of  Claims 

A  careful  examination  was  made  of  the  settlement  of  claims. 
Certain  adjustments  were  found  to  have  been  made  which  we 
believe  were  not  fair  to  the  beneficiaries  and  members  inter- 
ested, taking  into  consideration  the  lack  of  evidence  on  file  to 
sustain  the  reasons  given  why  such  claims  were  not  paid  in 
full,  and,  also,  in  view  of  the  fact  that  the  organization  is  a 
mutual  one  and  its  contracts  are,  first  of  all,  pledges  of  equity 
and  good  faith  one  with  another.  However,  the  president  agreed 
to  reimburse  those  persons  whose  claim  settlements  were 
criticized,  to  the  extent  indicated  by  the  examiners. 
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MUTUAL     BENEFIT     ASSOCIATION     OF     SUFFOLK 

COUNTY 

RlVEBHllSAD,    N.    Y. 

Examined  to  ascertain  condition  May  31,  1913. 
Report  dated  July  22,  1913. 
Examiner:  IF.  W.  Streeter. 

Ledger  Assets 

Mortgage  loans  on  real  estate $20, 176  00 

Deposits  in  banks  and  trust  companies 8, 165  69 

Total  ledger  assets $28, 340  6*9 

Non-Ledger  Assets 
Interest  due  and  accrued  on  mortgage  loans 254  86 


Total  assets   $28, 695  55 

Liabilities 

Death  claims  reported  but  not  yet  adjusted $3,000  00 

Salaries  and  bills  due  and  accrued 41  08 

Reserve  or  emergency  fund  under  section  205, 
New  York  Insurance  Law 4,  765  20 

Total  liabilities 7,806  28 

Surplus   $20, 789  27 

The  receipts  and  disbursements  of  the  association  for  the  five 
months  from  January  1,  1913,  to  May  31,  1913,  were  as  follows: 

Balance  ledger  assets  December  31,  1912 $26,  915  21 

Income 

Admission  fees  and  assessments $14,  334  50 

Interest  on  mortgage  loans 569  35 

Total  income 14,  908  85 

Total    $41,824  06 

Disbursements 

Death  claims   $13,  000  00 

Management,  expenses 483  37 

Total  disbursements 13. 483  37 

Balance   (ledger  '  asets  May  31,  1913) $28,  340  69 
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Annual  Statement 

The  accounts  of  the  association  for  the  year  1912  were  care- 
fully examined  and,  with  the  following  exceptions,  the  annual 
statement  for  the  year  as  submitted  by  its  officers  was  found  to 
accurately  represent  the  operations  of  the  association  and  its 
condition  at  the  end  of  the  year. 

Included  among  the  assets  on  May  31st,  was  found  a  pass-book 
for  an  account  in  the  Suffolk  County  Trust  Company  opened  in 
the  name  of  the  association  August  21,  1912,  with  a  deposit  of 
$500.  There  were  no  subsequent  deposits  or  withdrawals,  bui 
an  interest  credit  was  made  February  21,  1913,  in  accordance 
with  an  agreement  written  on  the  flyleaf  of  the  pass-book,  to 
the  effect  that  the  account  would  be  credited  semi-annually  from 
its  date  with  interest  at  the  rate  of  4  per  cent,  per  annum. 

This  item  was  not  included  in  the  assets  of  the  association  in 
its  annual  statement  for  the  year  1912,  nor  do  the  books  of  the 
association  give  any  indication  as  to  the  derivation  of  the  amount 
of  the  initial  deposit.  The  secretary  and  treasurer  were  both 
absent  during  my  examination  and  none  of  the  other  officers 
could  give  me  any  information  on  the  subject. 

In  reply  to  a  subsequent  inquiry  the  treasurer  writes  that  this 
money  does  not  belong  to  the  association  but  to  the  heirs  of  one 
Jugelt,  and  that  it  is  held  pending  the  adjustment  of  the  in- 
heritance tax  on  some  property  on  which  the  association  took  a 
mortgage  on  August  21,  1912,  No.  262. 

From  this  explanation  and  the  fact  that  the  association  has 
received  the  interest  due  on  the  full  amount  of  the  mortgage 
in  question  from  its  date  to  May  1,  1913,  it  would  appear  that 
provided  the  mortgage  loan  is  satisfactorily  secured,  the  asso- 
ciation has  no  right  in  the  original  deposit  or  its  interest  accre- 
tions. The  fact,  however,  remains  that  nowhere  in  the  accounts, 
records  or  papers  of  the  association  could  your  examiner  find 
any  memorandum  of  this  part  of  the  transaction. 

It  has  been  the  custom  of  the  association  to  report  as  cash  in 
bank  on  December  31,  the  accrued  interest  due  January  first  on 
its  several  savings  bank  deposits  and  of  including  a  like  amount 
in  its  income  for  the  Tear.     This  accrued  interest  on  December 
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31,  1912,  amounted  to  $110.66.  Because  of  errors  in  comput- 
ing accrued  interest  on  mortgage  loans  the  amount  so  reported 
as  of  December  31,  1912,  was  overstated  $51.15. 

Death  claims  incurred  but  not  paid  on  December  31,  1912, 
were  found  to  be  $2,000  instead  of  $1,000  as  reported  by  the 
association.  At  the  end  of  the  previous  year  $5,000  should  have 
been  so  reported  instead  of  $1,000.  The  officers  appear  to  con- 
sider that  a  claim  is  not  incurred  until  proofs  of  death  are  sub- 
mitted. 

The  reserve  or  emergency  fund  set  up  as  a  liability  in  ac- 
cordance with  section  205  of  the  Insurance  Law,  should  have 
been  $4,824.60  instead  of  $2,000.  The  by-laws  of  the  associa- 
tion specify  $1.10  as  the  amount  of  one  assessment  per  member, 
but  for  years  past  three  assessments  have  been  included  in  one 
call.  The  last  assessment  call  of  1912  produced  the  amount 
above  given. 

Assets 

All  cash  is  deposited  practically  as  soon  as  received.  There 
was  accordingly  no  cash  in  office  either  on  December  31,  1912, 
or  May  31,  1913.  All  of  the  association's  deposits  in  savings 
banks  are  credited  vdth  2  per  cent,  interest  semi-annually. 

The  mortgage  loans  of  the  association  are  all  on  property 
located  in  Suffolk  county;  mortgages  amounting  to  $6,450  bear 
interest  at  5  per  cent.;  $1,175  at  5^/0  and  $12,550  at  6  per  cent 
All  such  loans  made  since  January  1,  1912,  bear  6  per  cent,  in- 
terest. From  the  report  of  a  committee  appointed  for  the  pur- 
pose, which  report  is  spread  upon  the  minutes  of  the  board  of 
directors,  it  appears  that  the  amount  of  the  loan  seldom  exceeds 
50  per  cent,  of  the  valuation  of  the  property. 

Accowvts  and  Records 

While  in  many  respects  the  accounts  and  records  are  accurately 
kept,  the  system  of  bookkeeping  is  not  adequate.  A  columnar 
cash  book,  good  as  far  as  it  goes,  is  kept  but  it  does  not  show 
receipts  from  assessment  calls  until  the  end  of  the  year,  neither 
are  savings  bank  interest  credits  entered  therein.  Keceipts  from 
assessments  are  recorded  under  the  date  received  in  an  ordinarv 
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blank  book,  by  simply  entering  the  name  of  the  member  for 
whom  payment  is  made.  All  receipts  are  deposited  in  full  with- 
out great  delay,  daily  if  the  amount  warrants.  As  separate  de- 
posits are  made  of  receipts  from  the  various  sources,  or  even 
from  the  various  assessment  calls,  the  bank  pass-book  is  the 
nearest  approach  to  a  complete  record  of  current  receipts  pos- 
sessed by  the  association.  The  secretary's  entire  monthly  re- 
ceipts are,  by  the  close  of  each  month,  transferred  by  check  to  the 
treasurer,  who  keeps  the  funds  under  his  care  in  a  separate  bank 
and  disburses  them  only  on  warrants  drawn  by  the  secretary  and 
signed  by  the  president  at  the  direction  of  the  board  of  directors. 

Nearly  all  investment  transactions  are  entered  in  the  columnar 
cash  book  but,  in  at  least  one  instance,  where  money  was  with- 
drawn from  a  savings  bank  to  loan  on  mortgage,  no  record  of  the 
transaction  was  found  on  any  of  the  books  of  the  association. 

In  the  absence  of  a  properly  kept  ledger  the  only  method  of 
arriving  at  the  amount  of  the  assets  is  by  physical  valuation. 
The  individual  mortgage  record  is  far  from  ideal.  It  is  kept 
on  the  unused  pages  of  a  dilapidated  blank  book,  originally  used 
for  another  purpose.  The  records  of  the  several  mortgages  are 
not  in  sequence,  the  description  is  inadequate  and  while  the 
amount  and  date  of  interest  payments  are  recorded,  there  is 
nothing  to  show  the  due  date  of  any  given  interest  payment 

The  papers  filed  with  the  mortgages  were  not  sufficient  in  all 
cases  to  satisfy  your  examiner  that  the  mortgage  loans  were 
properly  secured  as  to  title,  etc.  In  a  few  cases  the  evidence  of 
claim  of  title  did  not  seem  complete,  in  others  there  was  no  in- 
surance policy  in  force.  In  these  latter  cases,  however,  it  is 
possible  that  the  value  of  the  land  alone  was  sufficient  security. 
In  two  cases.  No.  31,  in  the  name  of  Peter  Lang,  and  No.  35,  in 
the  name  of  Frank  Eomansky,  the  insurance  policies  were  re- 
spectively in  the  names  of  John  Bagshaw,  the  secretary  of  the 
association,  and  Mary  Bagshaw,  his  wife.  These  are  adjoining 
properties  located  in  Eiverhead,  and  I  am  reliably  informed 
that  the  title  to  both  now  rests  in  the  said  John  Bagshaw. 

As  for  evidences  of  proper  title  to  property  covered  by  mort- 
gage loans,  it  appears  that  the  same  difficulty  was  experienced  on 
the  occasion  of  the  last  examination,  in  May,   1909,   and  that 
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Counsel  Frederick  G.  Dunham  of  the  Insurance  Department 
made  an  examination  in  June  of  that  year  covering  this  phase. 
His  criticisms  and  recommendations  were  acted  upon  by  the 
board  of  directors  and  the  report  of  the  secretary  concerning  this 
action  seems  to  have  received  the  approval  of  Mr.  Dunham. 
The  more  recent  loans  made  do  not  seem  to  be  subject  to  as  much 
criticism  in  this  r^ard  as  the  earlier  ones.  However,  I  would 
recommend  that  the  association  take  this  matter  up  with  its 
counsel  immediately,  to  the  end  that  every  mortgage  loan  will 
be  supported  by  an  abstract  of  title  or  a  policy  of  title  insur- 
ance, and  if  there  be  any  defects  the  same  be  removed  as  soon 
as  possible.  This  would  seem  to  be  the  moat  economical  pro- 
cedure. 

Income  and  Disbursement 

The  sources  from  which  the  association  derives  income  are 
admission  fees,  assessments,  reinstatements  and  interest  on 
assets.  Death  claim  pajTnents  have  constituted  96  per  cent,  of 
the  disbursements  during  the  last  seventeen  months.  (January 
1,  1912  to  May  31,  1913.)  To  carry  the  investigation  further, 
taking  the  annual  reports  of  the  association  as  a  basis,  I  find 
that  during  the  last  five  years  and  five  months,  January  1,  1908 
to  May  31,  1913,  the  receipts  and  disbursements  of  the  associa- 
tion have  been  as  follows: 

Income 

Admission  fees .• $2,  613  00 

Reinstatements 48  90 

Assessments   168,  623  40 

Total  from  members JpHl,  285  30 

Interest  (net)    6, 606  55 

Miscellaneous Ill  20 

Total  receipts $178,  003  05 

Dishursements 

Death  claims $167, 000  00 

Expenses  of  management 11, 497  62 

Total  disbursements $178,497  62 


From  the  above  it  may  be  derived  that  during  this  period  the 
management  has  returned  to  the  members  97.4  per  cent,  of  the 
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amount  received  from  them;  that  the  cost  of  management  has 
been  less  than  6^/2  P^^  ^^^  ^^  ^^®  ^^^^  receipts,  and  that  the 
assets  of  the  association  have  been  diminished  by  but  $494.57 
during  that  time. 

Salaries  of  officers  aggr^ato  $930  per  annum  and  are  as  fal- 
lows: 

Secretary John  BagBhaw  $720  00 

Treasurer George  M.  Vail 200  00 

Counsel Joseph  M.  Bellord 10  00 

The  first  two  are  bonded  without  cost  to  the  association  as 
follows:  John  Bagshaw,  secretary,  United  States  Fidelity  and 
Guarantee  Company,  for  $2,000;  George  M.  Vail,  treasurer; 
personal  bond  with  William  H.  Sweezy  and  Dwight  T.  Corwin, 
both  of  Riverhead,  as  sureties  to  the  amount  of  $4,000.  These 
bonds  are  held  by  the  president. 

The  fees  for  medical  examination  are  paid  by  the  applicants. 
The  total  amount  paid  by  the  association  for  medical  supervision 
since  January  1,  1912,  at  50  cents  a  new  member,  is  $6.50. 

The  association  pays  to  those  of  its  members  proposing  new 
members,  $5  for  each  one  accepted.  In  recent  years  this  has 
been  the  only  direct  expense  incurred  in  getting  new  members, 
except  that  from  March,  1909,  to  June,  1910,  for  a  period  of 
68  weeks,  a  field  representative.  Major  W.  M.  Coombs,  was  em- 
ployed at  a  salary  of  $25  a  week  and  expenses.  This  resulted 
in  an  expenditure  of  $1,700  for  salary  and  $977.09  for  expenses 
and  the  accession  of  300  members,  85  of  whom  had  lapsed  by 
December  31,  1910,  and  many  more  since. 

The  association  does  not  pay  office  rent,  the  secretary  giving 
the  use  of  his  office  without  any  additional  charge.  Ten  dollars 
a  year  is  paid  for  the  use  of  a  larger  room  for  the  monthly  meet- 
ings of  the  board  of  directors. 

Postage  disbursements  durini^  the  past  seventeen  months  have 
been  confined  to  the  amount  actually  expended  for  the  postal 
cards  on  which  assessment  notices  are  sent.  Petty  expenses 
seem  to  have  been  borne  by  the  secretary''  personally. 

From  all  of  which  it  may  be  inferred  that  the  association  is 
cconoTiiically  administered. 
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Flan  of  Operation 

Men,  between  the  ages  of  21  and  50,  acceptable  as  to  health 
and  morals  and  occupation  are  eligible  to  membership.  All  cer- 
tificates are  for  $1,000  payable  at  death.  Upon  admission  each 
member  pays  a  fee  based  upon  his  age,  in  accordance  with  the 
following  table: 

Age  Fee  Age  Fee 

21-26   $4  00      42-44   $14  00 

25-30  0  00      44-46  19  00 

30-35   6  00  -46   26  00 

35-38   7  00  -47   32  00 

38-40 8  00  -48   40  00 

40-42   11  00  -49  60  00 

-50   65  00 

All  members  are  afterward  assessed  alike  regardless  of  age. 

The  by-laws  of  the  association  stipulate  that  upon  the  death 
of  a  member,  each  surviving  member  shall  be  assessed  $1.10  un- 
less there  are  sufficient  moneys  in  the  treasury  derived  from  pre- 
vious assessments  to  pay  the  claim,  in  which  case  the  assessment 
may  be  omitted.  In  accordance  with  this  provision,  it  has  been 
the  custom  of  the  association  for  several  years  past  to  combine 
three  assessments  in  one  call  whenever  five  death  losses  had  been 
incurred.  Beinstatement  fees  are  $1  in  addition  to  all  assessr 
ments  in  arrears.  If  the  amount  of  arrearage  exceeds  the  admis- 
sion fee,  a  member  would  find  it  to  his  advantage  to  take  out  a 
new  certificate. 

Claims 

The  record  of  the  association  for  the  settlement  of  claims  is 
remarkably  good.  In  my  examination  covering  a  year  and  a 
half,  there  is  nothing  to  suggest  that  a  contest  was  contemplated 
in  a  single  instance.  More  than  half  of  the  claims  presented  were 
paid  within  forty-five  days  of  date  of  death,  and  where  more  than 
ninety  days  elapsed  it  was  almost  invariably  due  to  delay  in  the 
appointment  of  an  administrator  or  guardian,  or  to  a  coutest 
between  claimants.  In  these  latter  cases,  it  is  the  endeavor  of 
the  association  to  pay  the  amount  into  court  as  soon  as  possible. 

History  and  Membership 

The  association  was  organized  July  6,  1876,  as  a  fraternal  so- 
ciety and  as  such  operated  during  the  early  years  of  its  existence. 
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Some  time  later  the  fraternal  feature  was  abandoned  and  the 
association  commenced  and  has  continued  to  transact  business 
under  article  VI  of  the  Insurance  Law.  In  the  progress  of  the 
examination  I  could  learn  nothing  concerning  the  incorporation 
of  the  association^  but  further  investigation  would  indicate  that 
the  association  was  incorporated  under  chapter  267,  Laws  of 
1876,  and  first  reported  in  the  year  1884.  There  seems  to  have 
been  few  other  changes  either  in  its  method  of  conducting  busi- 
ness or  in  the  personnel  of  its  management.  The  present  treasurer 
is  the  son  of  the  first  treasurer,  whom  he  immediately  succeeded. 
During  the  whole  thirty-seven  years  of  its  existence  there  does  not 
appear  to  have  been  more  than  three  different  secretaries,  and  a 
list  of  the  board  of  directors  of  twenty  years  ago  contains  the 
names  of  several  persons  even  now  actively  concerned  in  its  man- 
agement. 

There  does  not  appear  to  have  been  any  classification  of  the 
membership  according  to  attained  age  since  1909,  at  which  time 
it  was  determined  that  the  average  age  of  the  membership  (basis 
of  last  birthday)  was  slightly  less  than  53  years.  Cards  have 
been  prepared  for  the  purpose  of  classification  according  to  at- 
tained age  (nearest  birthday).  A  preliminary  calculation  shows 
that  the  average  age  of  the  membership  is  now  slightly  in  excess 
of  66  years,  an  increase,  allowing  for  the  differences  in  bases,  of 
2%  years  in  a  period  of  4  years.  During  this  same  period  the 
assets  of  the  association  have  increased  only  about  $600,  and  the 
membership  has  slightly  decreased.  It  is  evident  that  the  in- 
creasing liability,  on  accoimt  of  death  claims,  due  to  the  advanc- 
ing age  of  the  membership,  is  not  now  being  provided  for  and  that 
the  management  is  facing  the  necessity  of  either  increased  or 
more  frequent  assessments.  Even  with  the  present  membership, 
the  full  amount  of  the  three  in  one  assessment  is  not  sufficient  to 
pay  five  death  claima 
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:NEW  YORK  PHYSICIANS'  MUTUAL  AID  ASSOCIATION 

New  Yoek,  N.  Y. 

Examined  to  ascertain  condition  January  31,  1914. 

Report  dated  February  28,  1914. 

Examiners:    Clarence  J.  Norton  and  J.  F.  Tucker. 

Ledger  Assets 

Mortgage  loans $67,  500  00 

Cash  in  bank II,  522  21 

Cash   in   office '. 107  42 

« 
Total  ledger  assets $79,  129  63 

'Son-Ledger  Assets 
Assessments  called  but  not  thirty  days  overdue 

(estimated)     $2,  626  00 

Interest  accrued  on  mortgages 636  22 

Interest    due    and    accrued    on    mortgage    in 

process  of  foreclosure 524  46 

Interest  accrued  on  bank  deposits 22  68 


fV 


Total   non-ledger   assets    3,  809  35 

Gross  assets   $82,  938  98 

Liabilities 

Death  claims  $6,  000  00 

Reserve  or  emergency  fund  under  section  20.), 

New  York  Insurance  Law 4,  762  00 

Advance  assessments  (estimated)    2,  399  00 

Total  liabilities 13, 161  00 

Balance   $69,  777  98 

A  statement  of  the  income  and  disbursements  for  the  thirteen 
months  ending  January  31,  1914,  is  as  follows: 

Income 

Assessments   $43,  653  70 

Initiation  and  certificate  fees 1,  047  00 

Interest  from  all  sources 4,  016  57 

Total  income   $48.  716  27 

Ledger  assets  December  31,  1912 83,  960  34 

Total    $132,  676  81 


S26  Reports  on  Offjcial  Examination 

Disbursementa 

Death  claims  $48, 000  00 

Loans  to  members  100  00 

Medical  examination  fees 2, 240  00 

Collection   fees    370  02 

Salaries    1, 326  00 

Rent,  printing,  stationery  and  miscellaneous..  1,274  05 

Total  disbursements $63,  319  87 

Balance $79, 356  74 

Deficiency 227  11 

L«dger  assets  January  31,  1914 ! $79, 129  63 

Funds 
The  association  maintains  three  funds,  the  assessment  or  mort- 
uary fund,  the  contingent  or  expense  fund  and  the  permanent  or 
reserve  fund. 

Mortuary  Fund 

Ninety  per  cent,  of  all  assessments  are  credited  to  this  fund 
and  from  it  all  death  claims  are  paid.  A  statement  of  the  income 
and  disbursements  for  this  fund  for  the  thirteen  months  ending 
January  31,  1914,  is  as  follows: 

Balance  January  1,1913 $3,  340  67 

Income 
Assessments 39,  288  33 


Total    $42, 629  00 

Dishuraements 
Death  claims   48,  000  00 

Deficit  January  31,  1914 $5,  371  00 

Contingent  Fund 

The  contingent  fund  receives  10  per  cent,  of  all  assessments  and 
the  initiation  and  certificate  fees.  From  it  are  paid  all  expenses 
of  management.  A  statement  of  the  income  and  disbursements 
for  this  fund  for  the  thirteen  months  ending  January  31,  1914, 
is  as  followa: 

Balance  January  1,1913 $598  50 
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Income 

AsseaBments   $4, 365  37 

Initiation  and  certificate  fees 1, 047  00 

Total  income   $5,  412  37 


Total $6,010  87 

Dishursementa 

Examination  and  collection  fees $2,619  92 

Salaries    1,  325  00 

Printing  and  stationery 992  76 

MlBcellaneons    282  19 

Total  disbursements 5, 219  87 


Balance  January  31,  1914 $791  00 


Permanent  Fund 

This  constitutes  the  order's  reserve  fund.  It  may  also  be  used^ 
under  certain  conditions,  for  benevolent  purposes.  For  example 
the  payment  of  funeral  expenses  of  deceased  members  and  certain 
aid  to  their  widows  and  children  may  be  paid  therefrom.  The 
by-laws  also  provide  that  certain  loans  to  needy  members  may 
be  made,  as  hereinafter  more  fully  explained.  All  interest  re- 
ceived is  credited  to  this  fund;  any  death  claims  not  called  for 
within  six  months  are  turned  over  to  it.  Donations  from  members 
complete  its  income.  A  statement  of  the  income  and  disburse- 
ments for  this  fund  for  the  thirteen  months  ending  January  31, 
1914,  is  as  follows: 

Balance  January  1,  1913 $80,  021  17 

Income 
Interest    4, 015  57 

Total    $84.  036  74 

Disbursements 
Loans  to  members  100  00 


Balance  January  31,  1914 $83.  936  74 
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Recapitulation  of  Fund  Balances  January  31,  1914 

Contingent    $7UI  00 

Permanent    S3,  936  74 

Total    $84,  727  74 

Mortuary    (deficit)    5, 371  00 

Balance  January  31,  1914 $79.  356  74 


Assets 

With  the  exception  of  one  mortgage  now  in  process  of  fore- 
closure, all  the  usual  papers  connected  with  mortgage  loans  were 
found  in  order.  The  properties  securing  these  mortgages  were 
appraised  for  this  Department  in  1909. 

The  cash  in  hanks  was  verified  by  certificates  obtained  from 
the  banking  institutions  in  which  it  is  deposited,  the  certificates 
being  reconciled  with  the  association's  records. 

Assessments 

The  association  follows  the  post  mortem  plan  in  assessing  its 
members.  The  amount  of  each  call  is  $2,  covering  the  death  ol 
two  members.  The  amount  of  each  certificate  being  $1,000  and 
the  numl)er  of  members  over  2,000  it  follows  that  the  amount 
collected  upon  each  call  is  in  excess  of  the  amount  required  for  the 
payment  of  two  death  claims.  Whenever  this  excess  has  become 
sufficient  for  the  payment  of  two  additional  death  claims  a  call 
is  sent  out  in  the  form  of  a  receipted  bill  and  the  two  claims  paid 
from  the  excess.  Thus  the  actual  proceeds  from  assessments  are 
only  sufficient  for  the  payment  of  current  death  claims,  no  sur- 
plus being  accumulated.  All  members  pay  the  same  amount,  re- 
gardless of  age. 

The  unpaid  death  claims  amount  to  $6,000  and  the  mortuary 
fund,  from  which  all  death  claims  are  paid,  is  overdrawn  to  the 
extent  of  $5,371,  therefore  the  assessments  collected  up  to  the 
present  time  have  been  inadequate  for  the  payment  of  death  claims 
incurred  to  the  extent  of  $11,371.  This  is  due  to  the  fact  that 
the  management  does  not  wish  to  make  more  than  a  stated  num- 
ber of  assessments  in  any  one  year,  fearing  the  effect  on  the 
membership.  As  the  average  age  of  the  members  is  coustantly 
increasing  we  see  no  grounds  for  the  supposition  that  the  death 
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rate  will  decrease.  It  would  seem^  therefore,  that  the  assessments 
called  should  be  sufficient  to  take  care  of  the  death  claims  as  they 
occur.  Otherwise  the  association  will  ultimately  find  its  conai- 
tion  to  be  such  that  a  large  increase  in  the  number  of  assessments 
will  be  imperative.  It  would  appear  reasonable  to  assume  that 
a  slight  increase  in  the  number  of  assessments  at  the  present  time 
would  not  have  the  bad  effect  upon  the  members  that  a  necessarily 
large  increase  will  have  in  the  future. 

Loans  to  Members 

The  following  quotations  from  the  by-laws  explain  the  condi- 
tions under  which  the  association  may  loan  money  to  its  members. 

Article  II,  Sec.  2.  ''Pecuniary  aid  may  be  furnished  to  members,  in  case 
of  urgent  need,  out  of  the  interest  of  the  permanent  fund." 

Article  VII,  Sec.  6.  ''  The  Board  of  Trustees  shall  refer  to  the  Committee 
on  Benevolence  any  cases  of  sickness  or  destitution  among  the  members,  and, 
if  such  are  entitled  to  the  benefactions  of  the  Association,  make  the  necessary 
appropriations." 

Article  VII,  Sec.  7.  "  Whenever  such  a  case  of  sickness  shall  terminate 
in  recovery,  the  amount  of  said  appropriation,  without  interest,  shall  stand  as 
a  lien  against  the  members'  claim  on  the  Association.  In  case  of  death  the 
sum  advanced  by  tlie  Association  shaU  be  restored  to  the  permanent  fund, 
and  the  balance  due  paid  to  the  heirs  of  the  deceased  members." 

Article  XVIII,  Sec.  2.  "  If  any  sick  member  shall  have  received  benefac- 
tions from  the  Association  and  shall,  after  recovery,  refuse  to  pay  the  re- 
quired assessments,  he  shall  thereby  forfeit  his  membership,  and  his  name 
shall  be  stricken  from  the  roll  by  the  trustees." 

The  plan,  followed  by  the  association,  however,  appears  to  vary 
from  this  rule.  The  application  for  a  loan  having  been  favorably 
reported,  the  member  assigns  his  certificate  to  the  association  an 
security,  granting  the  association  full  power  "  to  charge  any  sumi^ 
so  advanced  or  to  be  advanced  to  him  against  the  said  policy,  and 
to  pay  any  sum  or  sums  which  may  be  lawfully  assessed  as  pre- 
miums on  said  policy,  provided  the  same  remains  unpaid  by  the 
assured." 

If,  after  recovery,  the  member  fails  to  pay  his  assessments,  his 
policy  is  not  permitted  to  lapse,  but  the  assessments  are  charged 
against  it,  keeping  it  in  force.  At  the  death  of  the  member  the 
face  of  the  policy,  loss  all  liens,  is  paid  to  the  beneficiary,  the 
liens  being  returned  to  the  permanent  fund. 
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The  amount  of  such  liens,  as  shown  by  the  association's  records, 
is  at  present  $2,047. 

Membership 

The  membership  of  this  association  is  limited  to  regular  prac- 
ticing physicians  in  the  State  of  Xew  York.  Applicants  must  be 
under  forty-five  years  of  age  and  must  pass  a  satisfactory  medical 
examination.  The  membership  and  insurance  in  force  for  the 
last  five  years  is  shown  in  the  following  table: 

Number  Insurance 

(>f  mombcrs  in  force 

December  31,  1909 1, 957  $1, 957. 000 

December  31,  1910 , 2,  074  2, 075.000 

December  31,  1911 2,  108  2. 108, 000 

December  31,  1912 2.227  2.227.000 

December  31,  1913 2.  375  2,  375,  000 

Officers 

The  association  holds  its  annual  meeting  on  the  third  Tuesday 
in  January,  at  which  time  the  officei-s  and  three  directors  are 
elected. 

The  present  officers  are  as  follows: 

President    W.  F.  Mittendorf 

Recording  secretary A.  Edward  Davis 

Corresponding  secretary    W.  B.  Jennings 

Treasurer    Daniel   I^ewis 

Directors 

Heinrich  Steam  Samuel  Lloyd  W.  H.  Katzenbach 

C.  E.  Bruce  E.  H.  Squibb  N.  J.  Boldt 

D.  P.  Austin  Robert  T.  Morris  W.  B.  Hoag 

The  directors  and  officers  constitute  the  board  of  trustees. 

The  officers  receive  no  salary.  The  amount  appearing  under 
salaries  in  this  report  is  a  payment  to  the  treasurer,  which  covers 
the  use  of  his  office  and  the  services  of  his  assistant  who  keeps 
the  association's  records.  The  treasurer  is  under  bond  to  the 
amount  of  $1,000. 

Bookkeeping  and  Records 
While  the  books  and  records  of*  the  association  are  perhaps 
sufficient  for  its  needs,  some  improvement  in  the  manner  of  keep- 
ing them  should  be  made. 
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There  are  no  original  documents  in  the  way  of  remittance  ad- 
vices with  which  to  check  the  income  entered  upon  the  ciish  book. 
The  accuracy  ol  the  income  figures  appearing  in  this  report  can- 
not therefore  be  vouched  for.  Nearly  all  the  disbursements  are 
made  by  check,  and  as  the  cancelled  checks  and,  with  a  few  un- 
important exceptions,  the  receipted  vouchers  are  on  file,  a  satis- 
factory check  of  the  disbursements  was  made. 

Instead  of  being  deposited,  cash  remittances  are  usually  re- 
tained in  the  office  for  the  payment  of  current  expenses.  As  no 
permanent  record  of  this  cash  is  made  and  as  the  books  have  not 
been  balanced  from  month  to  month  the  only  method  of  de- 
termining the  amount  of  cash  which  should  be  on  hand  at  any 
time  is  to  bring  the  income  and  disbursements  down  to  date  and 
deduct  from  the  balance  thus  shown  the  amount  of  cash  in  banks, 
the  remainder  being  the  cash  in  oflice.  So  far  as  we  are  informed 
this  balance  was  not  struck,  during  the  year  1913,  until  Decem- 
ber Slst.  To  this  fact  is  due  the  condition  mentioned  in  the 
following  paragraph. 

Deficit 

When  the  books  were  balanced  on  December  31st  credit  was 
taken  for  cash  in  banks  amounting  to  $227.11  more  than  the 
actual  bank  deposits.  Owing  to  the  above  mentioned  method  of 
determining  the  amount  of  cash  in  office,  such  cash  was  conse- 
quently computed  to  be  less  than  it  should  have  been  by  the  same 
amount  If  the  books  had  been  balanced  at  frequent  intervals 
and  if  the  cash  belonging  to  the  association  had  been  kept  intact, 
this  discrepancy  would  have  been  discovered  immediately  on  ac- 
count of  the  cash  on  hand  being  over.  What  became  of  this  cash 
we  are  unable  to  say. 

Immediately  upon  having  the  discrepancy  called  to  his  atten- 
tion, the  treasurer  gave  his  personal  check  for  the  amount  thereof. 

RecommendatioTis 

We  recommend  that  the  books  be  balanced  and  reconciled  with 
the  cash  assets  at  least  once  a  month  and  that  the  amount  of  cash 
and  bank  balances  be  entered  upon  the  cash  book  at  the  end  of 
each  month  in  order  that  a  permanent  record  shall  be  made,  which 
shall  be  available  for  reference  at  any  future  time. 
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We  further  recommend  that  death  claims  be  entered  upon  the 
register  immediately  upon  receipt  of  notice  of  death.  Under  the 
present  practice  of  making  these  entries  at  the  time  of  payment, 
amissions  are  liable  to  occur. 


NEW  YORK  SAFETY  RESERVE  FUND 

Syracuse,  N.  Y. 

Examined  to  ascertain  condition  March  31,  1913. 
Report  dated  Jidy  14,  1913.  •  " 

Examiner:     Clarence  J.  Norton. 

Ledger  Assets 

Mortgage  loans  on  real  estate $32, 050  00 

Book  value  of  bonds 30.  755  00 

Cash  in  banks 4, 212  02 

Cash  items  in  office 2,  243  64 

Bills  receivable   500  00 

Advances  to  agents i 95  00 

Total  ledger  assets $69,  365  66 

'Son-Ledger  Assets 

Interest  due  and  accrued $1,  633  75 

Assessments  in  course  of  collection  on  last  call 
made    1, 610  97 

Total  non-ledger  assets 3,  244  72 

Total  assets   $73. 100  28 

Deduct  Assets  Sot  Admitted 

Book  value  of  bonds  over  market  value $7,  865  00 

Interest  due  on  bonds  in  default 400  00 

Deposit  in  banks  in  process  of  liquidation 165  95 

Bills  receivable  500  00 

Advances  to  agents 95  00 

Worthless  check  carried  as  caah  in  office 25  00 

Total  assets  not  admitted 9,  050  95 

Total  admitted  assets $64,049  33 
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lAmhiiiiiet 

Death  claims  $1,  705  87 

Disability  claims 2, 104  76 

ReserTe  or  emergency  fund  under  section  206 . .  7,  364  98 

Miscellaneous  bills  due  and  accrued 762  56 

Advance  assessments   (estimated) 1,  000  00 

Total  liabilities $12, 938  17 

Balance  March  31,  1913 $51,  111  16 


The  following  statement  shows  the  income  and  disbursements 
for  the  year  ending  December  31,  1912 : 

Balance  ledger  assets  December  31,  1911,  as  per  association's 
records   $218,867  97 

Income 

Assessments   $144,  722  17 

Interest  10, 976  92 

Profit  on  sale  of  bonds 260  00 

Loans  repaid  by  members  on  Combination,  and 

Golden  League  policies 14,  885  44 

Total  income 170,844  58 

Total    $389,712  50 

Disbursements 

Death  claims  $16,710  40 

Disability  claims  33,  031  43 

Dividends   169,888  09 

Total  paid  to  members $218,  629  92 

Commissions   27, 141  63 

Salaries  of  managers  and  agents 12,  858  40 

Salaries  of  officers  and  trustees ff,  595  00 

Other  compensation,  officers  and  trustees 3,575  00 

Salaries  of  office  employees 8, 380  29 

Salary  and  fees,  medical  examiner 1 ,  361  86 

Traveling  expenses  of  officers  and  trustees....  540  71 

Traveling  expenses  of  managers  aad  agents. ...  6, 426  46 

Legal  expenses 320  53 

Management  and  miscellaneous 13, 001  02 

Total  disbursements 298,  330  82 

Balance  ledger  assets  December  31,  1912 $91, 381  68 

==S3=CS 
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The  following  statement  shows  the  income  and  disbursements 
for  the  three  months  ending  March  31,  1913: 

Balance  ledger  assets  December  31,  1912,  as  per  association's 
records   $91,381  68 

Income 

Assessments $26,  829  15 

Loans   repaid   by   members.   Combination   and 

Golden  League  policies 1 ,  149  50 

Interest 708  30 

Refunded  fees  on  real  estate  appraisal 15  00 

Total  income 27,  701  95 

Total $119, 083  63 

Diabunemenis 

Death  claims $4,625  57 

Disability  claims 8,  882  12 

Dividends 16,  862  87 

Total  paid  to  members $30, 370  56 

Salaries  of  officers 1, 636  80 

Other  compensation  of  officers 1 10  00 

Salaries  of  managers  and  agents 2, 390  00 

Commissions   6, 202  86 

Salaries  of  office  employees 2, 015  93 

Management  and  miscellaneous 6,  302  60 

Loss  on  sale  of  bonds 199  30 

Total  diBbursementB 49, 228  07 

Balance  March  31,  1913 $69,  855  56 

Organization  and  History 

This  association  was  originally  incorporated  in  1882  as  the 
New  York  Mutual  Reserve  Fund,  and  on  January  24,  1883,  its 
title  was  changed  to  the  New  York  Safety  Reserve  Fund.  The 
home  office  was  located  in  New  York  City  from  the  time  of  in- 
corporation to  October,  1900,  when  it  was  removed  to  Painted 
Post,  New  York.  In  April,  1906,  the  home  office  was  removed  to 
Syracuse,  N.  Y.,  at  which  place  it  is  now  located. 

Assets 

The  association  now  has  sixteen  mortgage  loans  on  real  estate 
located  mostly  in  Syracuse,  N.'  Y.,  amounting  in  the  aggregate  to 
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$32,060,  ranging  in  amounts  from  $1,500  to  $2,500  each.  They 
bear  interest  at  the  rate  of  5  per  cent  per  annum. 

The  cash  in  banks  was  verified  in  the  usual  manner,  by  certifi- 
cates from  the  banks  reconciled  with  the  association's  records. 
The  cash  in  office,  amounting  to  $2,243.54,  as  shown  by  the 
records,  could  not  ibe  verified,  of  course,  as  of  March  31,  by  reason 
of  the  fact  that  the  actual  examination  did  not  take  place  until 
a  much  later  date. 

The  bonds  were  counted,  examined  and  appraised  at  their  mar- 
ket value.  The  difference  between  the  book  and  market  values, 
viz.  $7,865,  has  been  deducted  as  an  asset  not  admitted. 

Attached  to  this  report  is  a  schedule  giving  a  description  of 
all  bonds  owned  on  date  of  this  examination. 

The  item  credited  in  the  statement  of  nonledger  assets,  "  asr 
sessments  in  course  of  collection  on  last  call  made,  $1,610.97," 
represents  the  net  amount  of  the  March  assessment  received  sub- 
sequent thereto. 

Southern  Tier  Masonic  Relief  Association 

On  September  8,  1908,  the  New  York  Safety  Eeserve  Fund 
reinsured  the  membership  of  the  above  named  association,  located 
in  Ehnira,  N.  Y.  The  business  taken  over  amounted  to  1343 
certificates  carrying  insurance  in  the  sum  of  $956,100.  On  date 
of  this  examination  this  business  had  all  terminated,  the  last  mem- 
ber having  died  January  13,  1913. 

Dividends 

The  calculation  of  dividends  on  policies  maturing  in  1913,  as 
made  by  the  association,  was  examined.  The  result  shows  that 
the  dividends  fixed  by  the  management  are  substantially  correct. 
An  error  was  discovered  in  the  calculation  of  the  dividends  on 
the  combination  policies,  which  resulted  in  reducing  the  amounts 
slightly.  It  appears  that  in  charging  the  fund  for  disbursements 
made  the  association  included  the  first  premium  on  policies,  which 
is  allowed  the  agent  as  a  part  of  his  commission.  Such  premiums 
are  not  received  in  the  office  nor  entered  on  the  records.  If  they 
were  included  as  a  disbursement  they  should  have  been  also  in- 
cluded as  a  premium  income  in  the  calculation.  On  the  other  hand 
I  find  that  no  deduction  was  made  for  losses  on  investments.     I 
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believe  the  two  items  will  about  offset  each  others  and  tiiat^ 
above  stated,  the  amoimts  computed  bj  the  association  lepreaenit 
practically  ibe  proper  returns  to  members. 

The  followiifcg  table  shows  the  dividends  paid  on  the  four 
dasses  of  policies  for  the  years  1911,  1912  and  1913: 

Momihly  premium  1911  1912  1913 

ClaM  "A,"  $1 $38  79  $26  22  $33  42 

Clasa  "  B,"  $2 77  58    56'  44    66  84 

Claaa  "  C,"  $3 116  37    84  66  100  2S 

aags  "D,"  $4 155  IS  112  88  133  68 

It  will  be  noted  that  the  dividends  for  1913  are  considerably 
higher  than  those  paid  in  1912. 

Oolden  League  Policies 

The  association  in  1908  reinsured  the  business  of  the  Order  of 
the  Golden  League  of  Galeton,  Pa.,  which  society  was  incorpo- 
rated in  May,  1906.  These  policies  are  similar  to  those  on  the 
combination  plan  and  are  participating  at  the  end  of  five  year 
periods. 

The  nnmbar  of  policies  reinsured  was  620,  of  which  only  22 
are  still  in  force.    These  will  mature  during  1913. 

The  dividend  computations  on  such  policies  maturing  in  1912 
and  1913  were  examined  and  found  to  be  approximately  correct 

The  following  table  shows  the  dividends  paid  on  these  policies 
for  the  three  years  indicated  therein : 

Monthly  premium  1911  1912  1913 

Claw  "  A,"  $1 $32  30  $32  09  $34  5S 

ClaSB  "  B,"  $2 ff4  61  64  18  69  16 

Class  "C,"  $4 129  22  128  36  136  32 

The  following  exhibit  shows  the  amount  of  dividends  paid  on 
maturing  certificates  in  each  class  in  the  two  groups  since  the 
same  began  to  matura 

Combination  Plan 

No.  of 
certifietUM  ii«Muf 

Fmt  of  maturily  on  $1  ban*  paid 

Ifll   878        $34,006  68 

191A  6,766        162,728  46 

1913  (prior  to  April  1) ^ 712  23.795  04 

Totals 7.366      $2aO,6SB  06 
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*  Oolden  Let^gue  Ceriifioatea 

1911   167  $6, 071  87 

1912  333  ia,i82  «4 

1913  (prior  to  April  1) 15  518  70 


Totals    505        $16,273  21 


Whole  Life  Policies 

Between  the  years  1906  and  1909  this  association  issued  four 
whole  life  policies  carrying  $6,000  of  insurance.  At  the  present 
time  there  is  only  one  policy  on  this  plan  in  force  and  this  pro- 
vides $2,000  insurance.  The  premium  on  this  policy  is  $65.53 
annually. 

Donation  by  Executive  Commiitee 

In  pursuance  of  a  resolution  passed  by  the  board  of  trustees 
on  May  4,  1911,  $5,000  was  contributed  to  the  funds  of  the 
association  by  the  following  directors,  each  paying  $1,000:  W. 
K.  Wickes,  E.  R  Doming,  F.  A.  Kichardson,  Dr.  J.  M.  Keese 
and  G.  H.  Bryan.  It  was  stated  that  these  donations  were  in  no 
way  liabilities  of  the  association  and  that  the  same  would  not  be 
returned  to  the  said  persons  in  any  way. 

Following  is  a  statement  of  the  income  and  disbursements  of 
the  various  funds  of  the  association  from  January  1,  1909,  to 
March  31,  1913,  inclusive,  except  the  whole  life  fund,  which  is 
from  January  1,  1913,  to  March  31,  1913,  inclusive. 

Combination  or  Dividend  Fund 
Balance  January  1,  1909 $48, 443  31 

Income 

ABsessments $531, 864  78 

Interest 23,221  45 

Loans  repaid  by  members 17»519  44 

Net  gain  on  sale  of  bonds 168  56 

Total  income 672,  774  23 

Total  $621,  217  54 
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Diahursementa 

Death  claims $44, 513  62 

Disability  claims 89»  619  65 

Dividends 208,061  78 

Expense  of  management 186, 079  27 

Total  disbursements " $528, 274  32 

Balance  March  31,  1913 $92, 943  22 

Oolden  League  Fund 

Balance  January  1,  1909 $548  13 

Income  to  March  31,  1913,  inclusive. 

Assessments $27, 114  25 

Loans  repaid  by  members 1, 295  00 

Interest 1 ,  217  38 

Total  income 29, 626  63 

Total $30, 174  76 

Disbursements  to  March  31,  1913,  inclusive. 

Death  claims $2, 876  01 

Disability  claims 5, 129  50 

Dividends 15,  694  51 

Expense  of  management 4, 067  14 

Total  disbursements 27,767  16 

Balance  March  31,  1913 $2,  407  60 

Whole  Life  Fund 

Balance  January  1,  1913 $191  93 

Income  to  March  31,  1913,  inclusive. 
Assessments  309  52 

Total $501  45 

Diahuraemenis 
Expense  of  management ' 108  33 

Balance  March  31,  1913 $393  12 
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Old  Painted  Post  Fund 

Balance  Janiiary  1,  1909 $867  92 

Income  to  March  31,  1913,  inclusive. 

AsaeBsments $655  35 

Interest 30  43 

Total  income 686  78 

Total  $1, 553  70 

Disbursements  to  March  31,  1913,  inclusive. 
Expense  of  management 229  37 

Balance  March  31,  1913 $1, 324  33 

Southern  Tier  Fund 

Balance  January  1,  1909 $2, 543  33 

Income  to  March  31,  1913,  inclusive. 

Assessments   $10, 768  33 

Interest 436  52 

Total  income 11.224  85 

Total $13,  768  18 

Disbursements  to  March  31,  1913,  inclusive. 

Death  claims $19,  058  36 

Expense  of  management 3,  768  92 

Total  disbursements 22,  327  28 

Deficit  March  31,  1913 $9.  059  10 

Casualty  Fund 

Income  to  March  31,  1913,  inclusive. 

Assessments   $126, 191  13 

Donation  by  trustees  ( 1911 ) 5, 000  00 

Interest  6,  508  63 

Net  gain  on  sale  of  bonds 42  14 

Total  income   $136,  741  90 

Disbursements  to  March  31,  1913,  inclusive. 

Death  claims   $6,  788  95 

Disability  claims 47, 468  04 

Expense  of  management 100,  638  52 

Total  disbursements  154, 895  51 

Deficit  March  31,  1913 $18, 153  61 
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Kbcapituultion  gf  BAUkNCB  or  Fuinw  Mabch  31,  1913. 

Combination  (Dividend)   Fund $92, 943  22 

Golden  League  Fund 2, 407  60 

Whole  Life  Fund 393  12 

Old  Painted  Post  Fund 1,324  33 

Southern  Tier  Fund,  deficit $9,059  10 

Casualty  Fund,  deficit 18, 153  61 


Totals  $27,  212  71         $97,  068  27 

Deduct  toUl  deficit 27,212  71 

Net  balance  March  31,  1913 $69,  855  56 


Expense  of  Munagement 

The  following  is  a  schedule  showing  the  premium  income,  ex- 
pense of  management  and  the  ratio  between  the  two  items  for 
periods  indicated: 

Prnnum  Bxpenaet  of 

Year  income  management  Ratio 

1910  $175, 513  50        $62, 629  32         35.6% 

1911 191,864  21  78,918  30         41     % 

1912   144, 722  17  79, 700  90         65     % 

1913  (3  months) 25,  829  15  18, 643  21         72     % 

Figures  do  not  include  the  first  monthly  premium  (of  policy 
fee)  which  the  association  does  not  receive,  it  being  retained  by 
the  agent  as  commission,  and  does  not  appear  on  the  books  of  the 
association  as  either  an  income  or  disbursement.  If  said  figures 
were  included  it  would  materially  increase  the  ratio  of  expense 
of  management 

Casiudty  Business 

The  association  has  been  writing  casualty  insurance  since  Sep- 
tember 1,  1909,  under  different  forms  of  policies,  and  since  it 
has  discontinued  writing  the  combination  or  dividend  policies,  it 
is  now  writing  exclusively  casualty  lines.  While  the  records  in- 
dicate that  the  association  has  issued  a  large  number  of  policies 
on  casualty  plans  since  it  commenced  writing  such  business,  a 
study  of  the  financial  condition  of  the  casualty  fund  evidences 
the  fact  that  this  business  has  not  been  a  profitable  one  and  the 
etzpense  in  connection  therewith  has  been  enormously  large.  The 
latter  fund  on  date  of  this  examination  shows  a  deficit  of  over 
$18,000,  which  indicates  that  the  other  funds  are  being  used  to 
promote  and  carry  on  this  line  of  business. 


\ 
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On  date  of  this  examination  the  association  had  in  force  policies 
on  cfusualty  lines  as  follows : 

1341  casualty  policies,  representing  $553,500  insurance;  3779 
Banner  and  Peerless  policies,  representing  $556,850  insurance; 
7  Progressive  policies,  representing  $700  insurance. 

TotcU  Business  Written  xmd  in  Force  on  Various  Dates 
The  following  schedule  shows  the  amount  of  business  written 
in  the  past  five  years,  with  the  number  of  policies  terminated  by 
lapsation,  and  the  business  in  force  on  December  31  of  each  year 
and  also  on  March  31,  1913: 

PoUeiea              InsurancB  Policiei 

Policiea             In»uranc€                 in  /orc9                  in  /orct  e>  minuted 

Year                                virHtm                 wriUen                    Dee.  3i                 Dec.  31  by  lapee 

1908   6,032     8,934  $2,860,680  2,660 

1909 4,096     8,617  2,068,975  4,326 

1910  7,185     10,044  2,476,200  5,681 

1911   10,087        12,196,000        11,637     8,402 

1912   10,663  2,033,960  7.051     15,147 

March  31,  1913 

1913  (3  moi.)     1,951      412,700    6,973  1,501,672  50    

The  policies  in  force  on  March  31,  1913,  are  classified  as 
follows : 

Amomd  eS 
Number  Claee  Ineurance 

6  Painted  Post $5,000  00 

1     Whol«Life 2,000  00 

1817  Combination  or  Dividend 368,  000  00 

22  Golden  League 6, 522  50 

1341  Casualty 553, 500  00 

3779  Banner  and  Peerless 666,  850  00 

7  Progressive 700  00 

Totals  6973  $1 ,  501 ,  572  50 


These  figures  include  a  number  of  policies  on  which  premiums 
have  not  been  paid  for  previous  month  or  two,  the  same  not  yet 
having  been  considered  as  lapsed. 

Methods  of  Operation  and  Agency  Force 

The  association  operates  in  the  States  of  New  York  and  Penn- 
sylvania only.    It  has  branch  offices  in  New  York  city  and  Buffalo 
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in  charge  of  managers.  The  Pittsburgh,  Pa*  branch  office  has 
been  discontinued. 

The  branch  office  managers  employ  agents,  issue  policies,  make 
collections  and  adjust  claims.  Only  the  casualty  premiums  are 
collected,  however,  the  premiums  on  the  old  combination  policies 
being  forwarded  by  the  agents  direct  to  the  home  office. 

The  association  employs  about  50  general  agents  who  receive 
regular  commissions  and  also  hold  profit  sharing  contracts.  Sub- 
agents,  numbering  approximately  200,  are  employed  by  the  gen- 
eral agents.  The  association  does  not  deal  with  the  sub-agents, 
but  holds  the  general  agents  accountable  for  the  proper  conduct 
of  business  in  their  respective  jurisdictions.  A  great  many  of 
the  agents  omit  in  their  reports  to  give  any  date  showing  when 
the  insured  paid  his  premiums,  while  others  mark  them  all  as 
having  paid  on  the  first  of  each  month,  which  is  doubtless  not  the 
exact  date  in  some  cases.  For  this  reason  the  branch  and  home 
offices  do  not  have  this  essential  and  very  important  information 
on  their  records,  with  the  result  that  when  a  claim  is  presented, 
it  devolves  on  the  management  to  ascertain  from  the  agent's  record 
and  from  the  insured's  receipt  book  the  actual  date  of  payment 
in  order  to  determine  whether  the  insured  is  in  benefit  or  not 
This  method  should  be  changed  and  corrected  at  once,  so  that  the 
company's  records  will  show  the  exact  condition  of  each  policy 
and  the  actual  dates  on  which  premiums  have  been  paid. 

Examinaiion  of  Claims 

During  this  examination  the  claim  settlements  made  at  both  the 
home  office  at  Syracuse  and  the  New  York  branch  office  were 
examined.  All  the  death  claims,  the  rejected  disability  claims 
and  a  large  number  of  the  paid  ones  filed  during  the  year  1912 
were  carefully  examined.  The  disability  claims  on  the  combina- 
tion or  dividend  policies  are  in  reality  in  the  nature  of  a  loan  to 
be  repaid  when  the  policy  matures.  The  general  attitude  of  the 
association  in  relation  to  such  claims  seems  to  be  in  a  spirit  of 
fairness  and  equity. 

Many  of  the  casualty  claim  settlements  would  indicate  that 
the  association  is  generally  looking  for  some  excuse  to  reject  the 
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claim.  A  large  percentage  of  adjustments  are  advance  settle- 
ments, and  this  is  a  somewhat  difScnlt  matter  to  handle.  On 
the  one  hand  it  would  seem  that  such  settlements  were  effected 
rather  by  the  claimant's  necessities  at  the  time,  rather  than  on 
any  basis  of  actual  rights  or  strict  justice.  On  the  other  hand 
these  two  facts  present  themselves  —  first,  the  association  is,  after 
all,  not  the  agent  or  legal  adviser  of  the  claimant ;  secondly,  that 
a  less  sum,  when  greatly  needed,  is  often  more  desirable  than  a 
larger  sum  when  the  need  is  not  so  pressing. 

This  whole  problem  might  perhaps  be  solved  by  a  partial  pay- 
ment in  advance  where  liability  is  admitted,  the  same  to  be  do- 
ducted  from  the  amount  of  final  settlement,  but,  of  course,  this 
would  not  be  so  advantageous  from  the  standpoint  of  the  associa- 
tion's assets. 

The  usual  form  of  advance  settlement  blank,  which  releases 
the  association  from  further  liability,  is  given  as  follows : 

"Dated  at ,  191.. 

"  THIS  AGREEMENT  WITNESSETH,  That  the  undersigned  claimant  now 
having  a  claim  against  the  New  York  Safety  Reserve  Fund  of  Syracuse,  N.  Y., 

by  virtue  of  policy  number   held  by  him  on  account  of   (injury) 

(sickness)  had  during  the  life  of  said  policy,  and  said  claimant  having  this 

day  been  paid  the  sum  of dollars 

in  full  payment  of  said  claim  under  said  policy  on  account  of  said  (injury) 
(sickness)  the  said  claimant  (undersigned)  in  consideration  of  said  sum,  the 
receipt  of  which  is  hereby  acknowledged,  does  hereby  release  and  discharge 
said  company  from  any  and  all  claim  or  claims  against  said  company,  which 
he  now  has  or  which  he  might  have  hereafter  against  said  company  on  account 
of  said  (injury)  (sickness).  The  full  purport  of  this  release  being  that  all 
future  demands  on  account  of  said  (injury)  (sickness)  either  by  myself,  my 
estate,  my  heirs,  assigns,  or  beneficiary,  are  released  as  well  as  those  accrued. 

Signed Claimant. 

Witnessed  by " 

It  was  found  that  many  of  the  policyholders  are  in  the  habit 
of  paying  their  premiums  to  the  agent  much  later  than  the  first 
of  each  month  (the  due  date)  and  when  disability  (illness)  occurs 
they  find  they  are  out  of  benefit  and  dissatisfaction  arises.  As  an 
illustration  I  will  cite  the  following  case,  in  which  no  benefit  was 
paid:  Policy  No.  6230,  issued  May  13,  1911.  Insured  died 
April  28,  1912. 
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Monthly  premiums.  Date  lohen  paUU 

June    June  24,  1911 

July Aug.  1,  Wll 

AugUAt Aug.  ^0,  1911 

September  Sept.  30,  1911 

October    Oct.  28,  If  11 

November    Nov.  22,  1911 

December    Jan.  16,  1912 

January March  18,  1912 

February March  27,  1912 

March    April      1,  I9I2 

April , April    27,  1912 

According  to  the  contentions  of  the  association  this  policy  was 
never  in  force  for  disability  from  illness,  and  yet  it  received  and 
accepted  the  premiums  from  month  to  month  and  credited  the 
same  on  previous  month  when  such  month  had  practically  ex- 
pired. It  is  very  apparent  that  the  insured  was  not  informed  as 
to  the  actual  condition  of  her  policy,  as  it  does  not  seem  reason- 
able to  presume  that  she  would  continue  paying  each  month's 
premium  in  this  way  and  still  understand  that  she  was  getting  no 
piDtection  for  it  or  realize  that  she  was  in  reality  at  no  time  in 
benefit  for  illness  or  natural  death. 

The  following  case  is  similar,  although  policy  has  not  been  in 
force  quite  as  long : 

Claim  No.  964.  Peerless  Policy  No.  101,974.  Issued  Janm- 
ary  26,  1912.  Death  benefit  $160.  No  benefit  paid.  Associa- 
tion claims  policy  lapsed,  and  asaured  not  in  immediate  benefit^ 
except  for  accident 

Monthly  premiume.  Date  tchen  paML 

February    (Pol.  fee) 

March    March    3,  1912 

April    April    20,  1912 

May    May      18,  1912 

June    June     22,  1912 

July    July     12,  1912 

Assured  taken  sick  July  18,  1912,  and  death  occurred  July  25, 
1912.  Letter  from  attorney  for  beneficiary  dated  December  11, 
1912,  states:  ^'I  am  authorized  to  start  an  action  against  you 
for  collection  of  the  claim."  The  association  states  that  no  axsdon 
was  started  or  any  further  correspondence  had  in  the  matter. 
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The  queBtion  has  arifien  as  to  the  liability  of  the  association 
to  pay  both  an  illness  and  death  indemnity  on  the  same  claim. 
Two  cases  were  noted  during  this  investigation  in  which  the  facts 
are  as  follows: 

(1)  Claim  :N^o.  947.  Banner  Policy  Na  9294,  issued  Dec 
21,  1911,  Benefit  $6  weekly;  Death  $100/  Date  of  disability 
June  7,  1912,  Date  of  death  July  20,  1912. 

The  association  paid  5  weeks'  sick  benefit  or  $30  and  the  bene- 
ficiary's attorney  claimed  in  addition  the  $100  death  benefit  This 
demand  was  refused  by  the  company  and  the  matter  was  finally 
settled  out  of  court  by  association  paying  the  balance  of  death 
claim,  $70,  thereby  eliminating  the  claim  for  disability. 

(2)  Claim  No.  1683.  Peerless  Policy  No.  104,317,  issued 
Aug.  12,  1912,  Benefit  $10  weekly;  Death  $100.  Date  of 
disability  Decemlber  24,  1912,  Date  of  death  February  9, 
1913. 

Final  disability  proofs  were  filed  January  20  and  check  sent 
January  28,  1913,  for  $30  covering  three  weeks'  disability.  The 
following  formal  release  was  obtained  which  is  entered  with  a 
rubber  stamp  on  the  back  of  the  check  and  considered  signed 
when  the  payee  endorsed  the  check  thereunder:  "  This  check 
is  given  and  when  endorsed  by  the  payee  shall  be  considered  as  a 
full  compromise  settlement  and  release  and  payment  of  any  and 
aU  claims  made  or  to  be  made,  by  the  payee,  or  by  any  otheir 
person  against  said  company,  under  Policy  No.  104,317  on  ac- 
count of  disability  resulting  from  illness  Decemlber  24,  1912,  or 
any  continuance  thereof,  or  any  effects  of  said  illness." 

The  beneficiary  claimed  the  death  benefit,  but  payment  was 
refused  by  the  association,  it  claiming  that  the  assured  continued 
to  be  ill  and  was  attended  by  the  same  physician  up  to  the  time 
of  his  death;  that  inasmuch  as  the  settlement  was  made  at  his 
request  for  the  disability  or  any  continuance  thereof  or  any  effects 
of  said  illness,  the  association  had  discharged  its  full  obligation. 
The  above  is  based  on  the  signing  of  the  release. 

The  physician's  blank,  filled  out  at  the  time  of  filing  disability 
proofs,  shows. that  the  assured  at  that  time  was  " in  bed  yet"  and 
the  physician  was  "  still  treating  him." 
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In  my  opinion  the  association's  construction  of  its  contract,  in 
not  allowing  the  death  indemnity  in  the  event  that  a  disability 
claim  has  been  paid  for  the  illness  during  which  the  assured  died, 
is  wholly  unwarranted.  The  language  used  in  the  contract  does 
not  appear  to  afford  such  an  interpretation.  I  quote  the  same  as 
follows : 

"(b).  In  case  of  the  death  of  said  meinber  resulting  from  natural  causes 
while  this  policy  is  in  force,  the  company  will,  within  sixty  days  after  receipt 
of  satisfactory  proof  thereof,  pay  to  the  above  named  beneficiary  the  sum  of 
One  Hundred  Dollars. 

(g).  In  case  of  sickness  or  accident  which  shall  render  such  member 
totally  incapable  of  following  his  or  her  occupation,  the  company  will  pay  to 
said  member  a  weekly  indemnity  of  8ia  Dollars" 

If  a  member  has  sustained,  say  4  weeks'  illness  and  received  a 
benefit  of  $24,  there  is  every  reason  to  interpret  the  contract  as 
providing  $100  additional  benefit  in  case  of  death,  regardless  of 
when  the  member  dies,  provided  the  policy  is  in  force.  For  this 
reason  I  think  the  last  two  cited  cases,  and  all  similar  ones,  were 
wrongfully  settled. 

Annual  Statement 

During  the  course  of  this  examination  the  association's  annual 
statement  for  the  year  1912  was  examined  and  found  to  be  correct, 
except  as  follows: 

(1)  The  association  took  credit  for  assessments  in  course  of 
collection  to  the  extent  of  $10,584.85.  This  includes  cash  actually 
collected  by  agencies  and  assessments  due  and  unpaid.  Both 
items  were  estimated  by  the  management  and  are  apparently  much 
too  large.  I  have  allowed  in  this  report  as  a  corresponding  item, 
as  of  March  31,  1913,  the  sum  of  $1,610.97. 

(2)  The  liability  statement  for  death  claims  as  of  December 
31,  1912,  does  not  contain  a  claim  reported  under  one  of  the 
policies  issued  by  the  Southern  Tier  Masonic  Relief  Association, 
reinsured,  in  suit.  This  claim  was  settled  in  1913  for  $2,500. 
The  president  informed  me  that  it  was  omitted  unintentionally, 
as  it  was  carried  in  previous  statements  but  paid  prior  to  the 
filing  of  the  one  in  question. 
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Officers 
The  following  is  a  list  of  the  oflSlcers  of  the  association,  and  the 
annual  compensation  of  each: 

E.  R.  Deming,  President,  Syracuse,  N.  Y $2,  600  00 

O.  E.  Wethey,  Vice-President,  Port  Byron,  N.  Y 

G.  H.  Br>'an,  Secretary,  Syracuse,  N.  Y 2, 600  00 

F.  A.  Richardson,  Treasurer,  Syracuse,  N.  Y 600  00 

I>r.  J.  M.  Keese,  Medical  Examiner,  Syracuse,  N.  Y 900  00 

Recomrn  endations 

In  view  of  this  examination  and  the  foregoing  report  thereon, 
I  hereby  respectfully  make  the  following  recommendations: 

(1)  That  a  claim  roister  be  installed  immediately  at  the  home 
office,  to  contain  a  complete  history  of  each  claim  received  until 
final  settlement,  and  that  the  system  of  filing  claim  papers  be 
revised,  particularly  where  there  are  more  than  one  claim  against 
the  same  policy. 

(2)  That  the  miscellaneous  correspondence  be  filed  in  a  more 
satisfactory  manner  and  a  better  system  adopted,  so  that  com- 
munications and  replies  thereto  are  filed  in  juxtaposition  and  kept 
in  alphabetical  arrangement. 

(3)  That  the  use  of  other  funds  to  promote  and  carry  on  the 
casualty  business  be  stopped  immediately.  Unless  this  is  done  the 
dividend  class  of  members  will  suffer  unjustly.  The  dividend 
fund  is  in  the  nature  of  a  trust  fund  and  should  not  be  used  for 
other  purposes. 

(4)  That  agents  be  specially  instructed  to  enter  on  their  monthly 
reports  the  actual  date  of  premium  payments,  and  when  members 
pay  premiums  late  they  be  notified  of  the  exact  status  of  their 
contracts. 

(5)  That  a  resolution  be  adopted  to  the  effect  that  access  to 
the  securities  of  the  association  be  had  only  by  two  officers  at  the 
same  time.  This  recommendation  is  made  on  general  principles, 
and  in  no  way  reflects  discredit  upon  any  officer. 


Examined  to  ascertain  condition  December  31,  1913. 

Report  dated  February  21,  1914. 

Examiners:    J.  Frank  Tucker  and  Clarence  J.  Norton. 

The  financial  condition  of  the  association  as  of  December  81, 
1913,  was  found  to  have  been  as  follows: 
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Ledger  A§Met» 

Book  yalue  of  bonds $27, 765  00 

Mortgage  loans  6, 650  00 

Casli  in  banks 6,212  35 

Gash  in  home  office 603  07 

Cash  items  in  branch  office i 636  57 

Agents'   balances,   notes  and   charge  slips   in 

<rf&ees 1,221  67 

Total  ledger  assets $42, 078  66 

Noi^Ledger  Aeeete 

Interest  due  and  accrued: 

On  bonds $1»  062  50 

On  mortgages 100  20 

On  bank  balances 10  60 

Assessments  in  course  of  collection  in  hands 
of  collectors  and  agents 2, 199  72 

Assessments   leyied,   not  more  than   30   days 
OTerdue 2, 063  95 

Total  non-le^er  assets 6, 436  97 

Gross  assets  ■ $47, 515  63 

Aeeete  Not  Admitted 

Book  value  of  bonds  over  market  value $11, 255  00 

Deposits    in    trust    companies    in    process    of 

liquidation 322  94 

Agents'   balances,   notes   and   eharge   slips   in 

offices 1»221  67 

Due  and  accrued  interest  on  bonds  in  default . .  933  33 

Total  aascto  not  admitted 13,  732  94 

Total  admitted  assets $33, 782  69 

LiahiUtie9 

Death  and  disability  claims $3,  308  39 

Accrued  bills  and  accounts. 129  35 

Aeerued  commissions 511  64 

Dividends  due  in  1913,  less  loans  thereon 6,044  48 

Assessments  paid  in  advance 01^  20 

Keserve  or  emergency  fund  under  section  205, 

insurance  law 2,  335  52 

Total  liabilities   12,248  58 

Surplus  $21,534  11 

Balance  to  protect  future  claims  of  certificate  holders,  being 
the  reserve  or  emergency  fund  and  surplus $23,869  68 
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The  following  is  a  statement  of  income  and  disbursements  for 
ihe  nine  months  ending  December  31,  1913: 

Balance  ledger  assets  March  31,  1913 $69,  855  66 

Income 

Premiums  ^7,  oi4  61 

Disability  loans  repaid 3, 722  00 

Interest 2, 941  50 

Total  income 73, 678  11 

Total $143,533  67 

DiahuraemenU 

Death  claims  $3, 729  61 

Disability  claims  16, 639  31 

Dividends 33, 911  48 

Disability  loans 3, 123  65 

Commissions  to  agents 16,  663  28 

Salaries  of  officers 3, 638  20 

Erpense  of  management 23, 749  48 

Total  disbursements 101, 455  01 

Balance  ledger  assets  December  31,  1913 $42, 078  66 


Organization  amd  History 

This  association  was  originally  incorporated  in  1882  as  the 
"  New  York  Mutual  Eeserve  Fund,"  and  on  January  24,  1883, 
its  title  was  changed  to  "  New  York  Safety  Eeserve  Fund."  The 
home  oflSce  was  located  in  New  York  City  from  the  time  of  in- 
corporation to  October,  1900,  when  it  was  removed  to  Painted 
Post,  N.  Y. 

In  April,  1906,  the  headquarters  were  removed  to  Syracuse, 
N.  Y.,  at  which  place  they  are  now  located. 

Classification  of  Business 

The  association  is  at  present  carrying  two  general  classes  of  busi- 
ness, viz. :  The  Combination  (dividend)  Class,  which  is  rapidly 
disappearing,  as  hereinafter  shown,  and  the  Casualty  Class  which 
includes  the  "Banner"  and  "Peerless"  policies,  providing 
mostly  for  health  and  accid^it  benefits,  constituting  the  principal 
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business  written  at  the  present  time.  A  weekly  premium  or  In- 
dustrial policy  is  also  issued,  but  the  results,  so  far,  have  been 
negligible. 

Combination  class:  The  principal  business  of  this  association 
after  it  removed  to  Syracuse,  N.  Y.,  until  December  31,  1910, 
was  the  issuing  of  certificates  in  the  combination  class  upon  the 
so-called  5  year  Dividend  Endowment  Plan. 

Such  certificates  were  issued  in  six  different  groups  or  classes, 
as  indicated  in  the  following  table,  showing  the  monthly  pre- 
miums, death  and  disability  benefits  in  each : 

PremiutnM  Death  Ditability 

Claw  per  month  berufit        loan  per  vedb 

A $100  $125  00  $5  00 

B 2  00  250  00  10  00 

C  3  00  375  00  15  00 

D 4  00  600  00  20  00 

E 5  00  625  00  26  00 

F 8  00  1,000  00  40  00 

The  certificate  contract  issued  on  this  plan,  using  the  class  A 
rate  and  corresponding  benefits,  provides  as  follows: 

"  In  consideration  of  the  application  for  this  policy  and  the  payment  of  the 
premium  of  one  dollar  on  or  before  the  first  day  of  each  and  every  month  here- 
after   is  a  member  of  this  company,  and  entitled  to 

all  the  rights,  benefits  and  privileges  of  membership  therein. 

"  In  case  of  the  death  of  said  member  while  this  policy  is  in  force  it  ahaU 
terminate,  and  the  company  will  within  sixty  days  after  receipt  of  proof 
thereof  pay  to the  sum  of  one  hundred  and  twenty- 
five  dollars. 

"  If,  by  accident,  said  member  lose  both  eyes  or  one  eye  and  one  limb  or  two 
limbs,  full  death  benefit  will  be  paid ;  for  such  loss  of  one  eye  or  one  limb  one- 
half  of  the  death  benefit  will  be  paid,  such  payment  to  be  made  within  ten 
days  after  receipt  of  satisfactory  proof  of  such  accident. 

"In  case  of  sickness  or  accident  which  will  render  such  member  totaUy 
incapable  of  following  his  or  her  occupation,  the  company  will  pay  to  such 
member  five  dollars  per  week  in  accordance  with  the  by-laws,  rules  and  regula- 
tions printed  upon  the  back  hereof. 

"At  the  end  of  erery  fifth  year  from  the  date  hereof,  this  policy  being  in 
full  force,  the  holder  thereof  will  be  entitled  to  participate  in  the  surplus 
accumulations  and  funds  of  the  company,  in  accordance  with  the  provisions 
of  the  by-laws,  rules  and  regulations  printed  upon  the  back  hereof." 

The  by-laws  relating  to  the  said  participation  in  the  surplus 
accumulations  and  funds  of  the  association  read  as  follows: 

"  Section  17.  Separate  ledger  accounts  will  be  kept  of  all  dividend  paying 
policies  issued  by  the  company,  in  each  of  which  accounts  shaU  be  embraced 
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all  of  such  policies  issued  in  any  single  calendar  year.  Each  of  such  accounts 
shall  be  credited  with  the  net  amount  of  all  premiums  paid  on  all  policies 
in  said  class.  Each  class  shall  be  credited  with  its  proportion  of  the  average 
interest  earnings  of  the  entire  assets  of  the  company.  Each  class  shall  be 
charged  with  its  proportion  of  the  average  expenses  of  the  company  and  with 
all  losses  paid  to  the  policyholders  in  said  class;  the  balance  remaining  to  the 
credit  of  such  class,  shall  be  divided  among  the  policyholders  in  that  class, 
in  accordance  with  the  terms  or  provisions  of  their  contracts." 

• 

It  is  apparent,  therefore,  that  persons  were  induced  to  take  out 
certificates  on  this  plan,  not  so  much  on  account  of  the  insurance 
benefits,  but  to  obtain  the  benefit  of  a  cash  distribution  at  the  end 
of  five  years,  this  feature  being  advertised  extensively  and  en- 
larged upon  by  the  agents  of  the  society  in  selling  the  certificates. 

The  following  provision  of  the  by-laws  is  printed,  among  others, 
upon  the  back  of  each  certificate: 

"All  sums  advanced  for  sickness  or  accident,  with  annual  interest  thereon, 
are  to  be  deducted  from  the  payments  due  under  the  terms  of  this  policy." 

These  disability  benefits  are  therefore  loans,  which,  together 
with  six  per  cent,  interest  thereon,  are  deducted  from  the  divi- 
dends payable  at  the  end  of  the  five  year  period.  Should  such 
loans  exceed  the  amount  of  the  dividend,  the  excess  is  charged 
off  as  a  loss  and  does  not  enter  into  the  dividend  computation. 
Loans  on  certificates  which  lapse  before  the  end  of  the  period  are 
charged  against  the  group  to  which  the  members  receiving  such 
loans  belong,  and  the  dividends  payable  to  the  remaining  mem- 
bers of  the  group  are  consequently  reduced". 

On  December  31,  1910,  this  association,  together  with  other 
organizations  doing  a  similar  business,  and  in  pursuance  of  an 
agreement  made  with  the  then  Superintendent  of  Insurance, 
ceased  writing  this  kind  of  business.  In  the  year  1911  a  law  was 
enacted  prohibiting  associations  of  this  kind  from  thereafter  mak- 
ing any  promise  or  agreement  with  their  policy  or  certificate 
holders  or  members  for  the  payment  of  money  at  the  expiration 
of  a  fixed  period,  unless  on  account  of  death  or  disability. 

The  first  dividends  on  this  plan  in  this  association  matured  in 
the  year  1911,  and  each  year  subsequent  thereto  dividends  have 
matured  and  have  been  paid  by  the  association,  the  method  of 
computation  having  been  approved  by  the  Insurance  Department 
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The  last  certificates  on  this  plan  will  mature  in  the  year  1916, 
excepting  a  comparatively  small  number  which  have  been  renewed 
and  will,  therefore,  mature  later. 

The  following  table  shows  the  dividends  paid  for  the  years  1911, 
1912  and  1913  in  four  classes  upon  this  plan.  The  dividends  in 
the  classes  paying  higher  rates  are  at  the  same  ratio. 

Monthly  premium  1911  1912  1913 

aasa  "A,"  $1 $38  79  $28  22  $33  42 

ClaM"B,"$2 77  &8  M  44          66  84 

Claaa  "  C,"  $3 116  37  84  66  100  2ff 

Class  "  D,"  $4 155  16  112  88  133  68 

The  amounts  paid,  while  they  have  been  rather  disai^inting 
to  the  members,  by  reason  of  their  high  expectations,  represent 
a  fair  return,  talking  into  consideration  the  losses  incurred  and 
the  expense  of  management,  the  latter  deduction  amooiLting  to  the 
full  35  per  cent  of  the  premium  income,  the  maximum  rate  al- 
lowed by  law  on  this  kind  of  business. 

The  dividends  on  the  above  scale  would  probably  still  be  gen- 
erally satisfactory  if  continued,  but  we  find  that  they  cannot  be 
continued  at  or  near  the  rate  heretofore  paid,  without  grave  in- 
justice being  done  to  the  members  whose  certificates  will  mature 
in  the  last  years,  viz.,  1915  and  later,  by  reason  of  the  fact  that 
the  association  has  used  funds  belonging  to  this  class  of  members 
to  promote  the  other  kinds  of  business  which  it  has  written  since 
it  ceased'  writing  the  kind  under  discussion,  also  in  meeting  the 
losses  sustained  in  reinsuring  the  Southern  Tier  Masonic  Relief 
Association. 

At  the  last  examination  of  the  association  made  by  this  Depart- 
ment, to  wit,  March  31,  1913,  it  was  found  that  funds  belonging 
to  the  dividend  class  had  been  used  to  promote  the  business  and 
to  pay  the  claims  of  other  classes  to  the  extent  of  $27,212.71. 
This  matter  was  brought  sharply  to  the  attention  of  the  manage- 
ment in  the  report  on  examination  and  the  following  recommenda- 
tion was  made  therein: 

"That  the  use  of  other  funds  to  promote  and  cany  on  the  casualty  biul- 
ness  be  stopped  immediately.  Unless  this  is  done  the  dividend  dasa  of  mem- 
bers will  suffer  unjustly.  The  dividend  fund  is  in  the  nature  of  a  trust  fond 
and  should  not  be  used  for  other  purposes." 
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The  dividends  for  the  1913  maturities  had  been  computed  and 
were  being  paid  without  regard  to  the  fact  that  the  above  men- 
tioned sum  had  been  spent  for  losses  and  expenses  incurred  in 
other  lines,  but  we  understand  that  in  correspondence  with  tha 
Department  after  the  report  was  submitted,  the  management 
agreed  to  thereafter  hold  intact  the  remaining  assets  belonging  in 
equity  to  the  members  of  the  dividend  class.  We  find,  however, 
upon  this  examination,  that  instead  of  ceasing  the  use  of  the 
dividend  funds  aforesaid,  the  management  has  continued  to  use 
said  funds  to  some  extent,  and  that  the  total  amount  of  the  deficit 
created  in  the  dividend  fimd  as  of  December  31,  1913,  was  tha 
sum  of  $28,391.77,  an  increase  of  $1,179.07  during  the  preced- 
ing nine  months  period. 

This  condition  is  shown  more  particularly  in  the  following 
statements  of  income  and  disbursements  of  each  class  of  business 
since  the  lajst  examination,  using  the  credit  or  debit  balances  in 
each  fund  as  of  March  81,  1918. 

Combination   (Dividend) 
Balance  March  31,    1913 $92, 943  22 

Income 

Premiunw   $18,771  77 

Disabiiitj  loans  repaid 3, 399  50 

Interest  from  all  sources 2,  941  60 

Total  income 25, 112  77 

Total    $118,  055  «» 

Disburaementa 

Death  claims  $1,818  01 

Dividends   31,  525  46 

DisabUity  loans 3. 123  65 

CommisdMia  to  agents 2, 081  97 

Salairies  and  expenses  of  managers  and  agents. .  4, 286  61 

Proportion  of  general  expense 4, 596  11 

Loss  on  sale  of  bonds 153  76 

Total  disbursements 47, 686  5fi 

Balance  December  31,  1915 $70, 470  43 


854  Bepobtb  on  Official  Examination 

*  Oolden  League 
Balance  March  31,  1913 $2, 407  60 

Income 

Premiums $227  00 

Disability  loans  repaid 322  50 

Total  income  649  50 

Total   $2,957  10 

Ditbursemehta 

Death  claims $279  10 

Diyidendfl 2, 886  02 

Proportion  of  general  expense 55  38 

Total  disbursements 2, 720  30 

Balance  December  31,  1013 $236  60 

Ciuualty   (Including  Banner  and  Peerless) 
Deficit  March  31,  1913 $18, 153  61 

Income 
Premiums  $47,  638  33 

Total  income 47,638  33 

Balance  $29, 484  72 

Disbursements 

Death  claims $1,  632  50 

Disability  claims 16, 621  31 

Commissions  to  agents 14, 502  70 

Salaries  of  ofilce  employees 1, 650  15 

Salaries  and  expenses  of  managers  and  agents.  4,955  46 

Proportion  of  general  expense 11*  578  22 

Total  disbursements 50, 940  34 

Deficit  December  31,  1913 $21, 455  62 

Weekly 
Balance  March  31,  1913 0 

*  The  order  of  the  Goklen  League  was  reinsured  by  the  New  York  Safety  Reeerre  Fund  in  1906* 
The  eertifioates  are  similar  to  the  eombination  or  dividend  i»lan,  but  have  all  matured,  leaving 
a  credit  balance  on  date  of  this  examination,  as  above  shown. 
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Jnoome 
Premiums  $239  76 

Total  income $239  75 

Total   $239  75 

DishursemenU 

Diaability  claims $18  00 

CommlBBloDB  to  agents 78  61 

Expenses  of  managers  and  agents 55  00 

Proportion  of  general  expense 57  00 

Total  disbursements 208  61 

Balance  December  31,  1913 $31  14 

Whole  Life 
Balance  March  31,   1918 $393  12 

Income 
Assessments   39  30 

Balance  December  31,  1913 $432  42 

Painted  Post 
Balance  March  31,  1913 $1,324  33 

Income 
Assessments   98  46 

Balance  December  31,  1913 $1, 422  79 

Recapitiilaiion  of  Balances  December  31,  1913 

Combination $70, 470  43 

Qolden  League 236  60 

Weekly 31  14 

Whole  life 432  42 

Painted  Post 1, 422  79 

Total $72,593  38 

CJasualty  (deficit)  $21, 455  62 

•  Southern  tier   (deficit) 9. 059  10 

Total  cash  of  other  funds  used  by  Casualty  and  Southern 
Tier  Departments  30, 514  72 

Balance,  ledger  assets,  December  31,  1913 $42, 078  66 

*  This  olan  hu  been  dosed  out,  leaving  the  balance  as  shown  in  last  report. 
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The  income  and  disbursements  in  the  forgoing  statements  have 
been  divided  by  your  examiners  among  the  different  classes  of 
business  in  the  following  manner:  All  premiamfl,  daims  and 
commissions  have  been  thrown  into  the  classes  to  which  they  be- 
long; the  overhead  charges  and  general  expenses  which  could  not 
be  specifically  allocated  to  the  different  classes  have  been  divided 
among  them  on  the  basis  of  the  premium  income^  as  follows: 

Class  Premium  income     Percentage 

Combination  $18, 909  63  28.22 

Golden  League 227  00  .34 

Casualty 47,638  33  71.00 

Weekly 239  76  .U 

$67,014  61      100.00 


The  general  expenses  chargeable  to  the  different  classes  were 

therefore  as  follows: 

OemenU 
Class  Percentage  ewpense 

Combination 28.22  $4, 606  11 

Qolden  League .84  65  38 

Casualty   71 .09  11, 578  22 

Weekly .35  57  00 

Total  general  expense $16, 286  71 


Actual  Condition  of  Dividend  Fimd 

It  should  be  noted  that  while  the  combination  or  dividend  fund 
had  a  credit  balance  of  $70,470.43  on  December  31,  1913,  the 
total  ledger  assets  amounted  only  to  $42,078.66.  From  this 
amount  should  be  deducted  assets  not  admitted  and  liabilities 
accrued,  not  yet  charged  to  the  various  accounts,  leaving  a  balance 
of  admitted  assets  over  known  liabilities  of  $23,869.63,  not  in* 
eluding  for  this  purpose  the  reserve  or  emergency  fund  as  a  liar 
bility. 

It  is  true  that  the  assets  not  admitted'  will  mostly  be  properly 
chargeable  to  the  combination  fund,  and  also  approximately 
$6,000  of  the  actual  liabilities,  but  the  fact  remains  that  a  com- 
paratively large  proportion  of  the  combination  fimd  has  been  di- 
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verted  and  need  for  other  purposes  than  for  which  it  was  ccHeciedy 
and  nnlees  the  diyidenda  payable  in  1914  are  computed  with  this 
eraidition  taken  into  consideration,  by  deducting  from  each  mem- 
ber's share  of  the  surplus  the  proportionate  part  of  the  deficit 
created,  the  members  who  mature  their  certificates  later  will  be 
virtually  robbed. 

We  find  that  there  were  in  force  1,185  certificates  on  the  com- 
bination plan  on  December  31,  1913,  of  which  579  mature  in 
1914.  If  the  dividend  is  paid  on  the  latter  as  computed  by  the 
management,  which  is  about  22  per  cent,  less  than  was  paid  in 
1913,  we  find  that  the  amount  of  over  $17,000  will  be  paid  out 
afiier  deducting  disability  loans  of  about  $6,000.  Hence  there 
would  be  but  about  $6,000  left  to  distribute  as  dividends  on  806 
eertificates  maturing  subsequent  to  1914,  provided  no  more  of 
such  funds  are  used  in  other  lines,  nor  the  ratio  of  losses  and  ex- 
penses increased.  By  reason  of  the  proximity  of  the  maturity  of 
the  certificates,  few  members  will  allow  the  same  to  lapse.  The 
premiums  yet  to  be  paid  in  will  probably  all  be  used  to  pay  death 
claims  and  management  expenses.  The  latter  item  alone 
amounted  to  over  67  per  cent,  of  the  total  premium  income  for 
the  year  1913,  as  will  be  more  particularly  shown  in  the  follow- 
ing paragraphs. 

Expenses  of  Management 

Although  the  report  of  the  last  examination  of  the  association 
showed  that  the  expenses  of  management  were  excessive,  no  effort 
to  reduce  the  same  seems  to  have  been  made  until  November  1, 
1913.  On  said  date  all  salaries  of  oflBlcers,  excepting  the  secretary, 
were  discontinued.  The  lattw,  who  devotes  his  entire  time  to  the 
society,  was  allowed  $25  per  week.  This  arrangement  continued 
until  the  end  of  1913.  However,  we  are  informed  by  the  secre- 
tary that,  at  a  meeting  of  the  board  of  directors  held  on  or  about 
January  22,  1914,  the  following  salaries  were  voted  to  be  con- 
tinued indefinitely: 

B.  R.  Dining,  President $25  per  week 

O.  H.  Bryan,  Secretary 25  per  week 

F.  A.  Richardson,  Treasurer 25  per  month 

Br.  J.  M.  Keese,  Medical  Examiner 25  per  month 

T.  F.  Connell,  Agency  Supervisor 25  per  week 
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The  following  schedule  shows  the  ratio  of  expenses  of  manage- 
ment to  premium  income  for  the  last  four  years: 

Premium  Expenses  of  Ratio 

Year  income  managemeni  percent. 

1910 $175,613  50  $62,629  32  35.6 

1911 191,854  21  78,918  30  41. 

1912 144, 722  17  79,700  90  56. 

1913 92,843  76  62,540  42  67.36 

In  this  connection  we  respectfully  call  your  attention  to  the 
provisions  of  section  207  of  the  Insurance  Law,  which  reads  in 
part  as  follows: 

» •  •  •  Whenever  it  shall  appear  to  the  superintendent  of  Insurance 
on  investigation  or  examination  that  the  actual  expenses  of  management  of 
any  corporation,  association  or  society  to  which  this  artkle  is  appUcable, 
*  *  *  for  the  year  preceding  the  year  in  which  such  investigation  or 
examination  is  made,  were  more  than  thirty-five  per  centum  of  the  cash  in- 
come actually  received  by  it  from  premiums,  assessments  and  membership 
fees,  *  *  *  if  it  be  a  domestic  corporation,  association  or  society,  it 
shall  be  the  duty  of  the  superintendent  of  insurance  to  cause  to  be  served 
on  the  president  or  other  officer  of  such  corporation,  association  or  society, 
a  notice  in  writing  to  immediately  cease  the  transaction  of  new  business, 
and  in  the  event  of  their  failure  to  do  so,  he  shall  report  the  facts  of  such 
investigation  and  examination  and  his  proceedings  thereunder,  which  shall 
be  prima  facie  evidence  of  the  facts  therein  stated,  to  the  attorney-general, 
who  if  he  approves  of  the  same  upon  investigation  by  him  after  notice  to 
such  corporation,  association  or  society,  is  hereby  authorized  thereon  to  in- 
stitute in  the  same  manner,  and  to  prosecute  any  and  all  like  proceedings 
as  are  now  authorized  or  permitted  against  an  insolvent  corporation    *    *    *,** 

Assets 

Bonds:  Attached  to  this  report  as  exhibit  A  is  a  schedule  of 
bonds  owned  December  31,  1913,  showing  the  book,  par  and 
market  values.  It  should  be  noted  that  the  total  book  value  exceeds 
the  total  market  value  in  the  sum  of  $11,255. 

Mortgages:  The  Association  owns  mortgage  liena  on  three  i>ar- 
cels  of  real  estate,  two  of  which  are  located  in  the  city  of  Syra- 
cuse and  amount  to  $1,650  and  $2,000  respectively.  The  other  is 
a  lien  against  the  Irem  Masonic  Temple  of  Wilkesbarre,  Pa., 
amounting  to  $2,000,  and  is  in  the  form  of  real  estate  bonds.  The 
Syracuse  lien  of  $1,650  is  now  in  process  of  foreclosure. 

Cash:  The  bank  deposits  were  verified  by  certificates  obtained 
from  the  various  banking  institutions,  and  were  reconciled  with 
the  association's  records. 
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The  cash  book  showed  a  balance,  as  of  December  31,  1913, 
of  $8,673.66.  Of  this  amount  $6,212.35  consisted  of  cash  in 
banks  and  the  remainder,  $2,461.31,  of  cash  in  office.  The  records 
of  the  home  office  show  that  the  cash  in  that  office  on  said  date  was 
$603.07.  There  appears  to  be  no  record  in  the  New  York  office 
at  the  time  of  examination  showing  the  cash  actually  held  in  office 
on  December  31, 1913. 

The  amount  shown  in  the  financial  statement  of  this  report  as 
"  Cash  items  in  branch  office,  $636.67  "  represents  the  balance 
shown  after  the  deduction  of  such  agents'  balances  and  cash  slips 
as  it  was  possible  to  trace  at  the  time  of  making  the  examination. 
No  responsibility  is  assumed  by  your  examiners  for  the  accuracy 
of  this  item. 

Combirvdtion  Certificates  in  Force  December  31,  1913,  in  Each 
Class,  with  the  Total  Life  Insurance  Carried. 


Clou 


A 
B 

c. 

D 

E 
F, 


Lif9 

NtwYork 

Pmiuylmsnia 
Stmber     Amount 

TUal 

Frtm. 

Number 

AmoufU 

$1 

$125 

646 

$80, 750 

31 

$3.  875 

$84,625 

2 

250 

381 

95, 250 

34 

8,500 

103,750 

3 

375 

20 

10,875 

3 

1,125 

12,000 

4 

500 

48 

24,000 

7 

3,500 

27,500 

5 

625 

4 

2,500 

«  • 

2,500 

8 

1,000 

2 

2,000 

■  • 

2,000 

1,110  $215,375     75  $17,000   $232,375 

n  .  '  -  ,1 


Total  husineaa  in  force  December  31,  1913. 

No.  Amount 

Combination 1, 185  $232, 375 

Casualty 1, 281  529,700 

Banner  and  Peerless 3,  789  568,350 

Life 6  6, 500 

Progressive 38  5,700 

Weekly : 77  7, 700 


6,376        $1,350,325 


Conclusion 

Since  this  examination  was  completed  a  reorganization  among 
the  officers  and  trustees  has  taken  place.  We  are  informed  that  all 
the  former  officers  other  than  trustees  were  supplanted  by  new 
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men.  The  new  officers  elected  are  as  ioUows :  President^  Bay  B. 
Smith;  Vice-President,  Frank  E.  Baldwin;  Secretary,  H.  G. 
Kenniaton ;  Treasurer,  C.  A.  Bridgeman. 

We  were  further  informed  a  reaolntioii  was  adopted  proriding 
that  none  of  these  officers  should  receive  any  salary  or  compensa- 
tion for  services,  except  the  secretary,  whose  salary  was  fixed  at 
$2,500  per  year.  The  previous  secretary,  prior  to  November, 
1918,  received  a  salary  of  $2,600  per  year. 

We  were  also  informed  that  the  trustees  have  directed  certain 
other  economies  to  he  put  in  operation,  which  will  result  in  a  Bay- 
ing of  fixed  expenses  of  $600  per  mcmth,  as  follows : 

Net  reduction  in  salaries  of  officers $150 

Net  reduction  in  salaries  of  managers  and  agents 200 

Salary  of  agents'  supervisor,  discontinued 100 

Reduction  in  traveling  expenses  allowed 100 

Incidental  expenses  reduced 50 

Total   $600 


After  the  above  named  oflBcers  assumed  their  duties  an  investi- 
gation was  immediately  begun  of  the  so-called  Eastern  Depart- 
ment, or  New  York  office,  which  had  been  in  operation  for  a 
period  of  about  four  years  under  the  management  of  H.  W. 
Corey.  It  had  within  its  jurisdiction  entire  supervision  and  con- 
trol of  all  the  business  of  the  association  in  Eastern  New  York 
and  Pennsylvania,  collecting  premiums,  paying  expenses,  keeping 
records,  adjusting  claims,  and  simply  reporting  to  the  Syracuse 
office  the  net  result  of  its  business. 

Even  a  proper  management  of  the  office  would  necessarily  have 
involved  a  large  duplication  of  expenses  for  salary  of  manager, 
rent,  clerk  hire  and  other  office  expenses  in  the  transaction  of 
business,  which  might  better  have  been  handled  from  the  home 
office  at  comparatively  little  additional  expense. 

It  was,  therefore,  determined  to  immediately  discontinue  this 
office,  and  all  of  the  books  and  records,  we  are  informed,  have 
been  transferred  to  the  Syracuse  office.  Subsequently  all  the 
business  of  the  association  has  been  conducted  from  the  latter  office 
with  the  additional  service  of  one  clerk  at  ten  dollars  per  week. 
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For  the  purpose  of  guaranteeing  the  future  protection  of  the 
combination  or  dividend  members  of  this  association^  a  proposed 
contract  between  the  association  and  a  stock  corporation^  known 
as  the  "  Underwriters  of  Syracuse,  Inc.,"  of  Syracuse,  N.  Y., 
has  been  submitted  to  this  Department  for  its  approval.  This 
contract  provides  substantially  as  follows : 

1.  That  the  association  will  permit  the  "  Underwriters "  to, 
and  the  latter  will,  direct  the  management  and  conduct  of  the 
business  of  the  association,  including  the  collection  of  premiums, 
payment  of  losses  and  expenses  of  management,  and  for  such 
purpose  shall  have  access  to  the  books,  records  and  papers  of  the 
association  and  shall  have  general  direction  of  its  financial 
matters. 

2.  That  the  "  Underwriters "  will,  from  time  to  time  as  may 
be  necessary,  advance  to  the  association  such  moneys  as  may  be 
required  for  the  payment  of  expenses  of  management,  claims  and 
losses  incurred  by  it,  other  than  in  the  so-called  combination  or 
dividend  department,  after  application  to  the  payment  of  the 
expenses  of  management  of  35  per  cent,  of  the  premium  income 
derived  from  said  combination  or  dividend  certificates. 

3.  That,  as  compensation  for  the  risks  assumed,  services  ren- 
dered and  loans  made,  the  association  will  repay  to  the  "  Under- 
writers "  all  moneys  loaned  or  advanced  with  6  per  cent  interest 
thereon  from  the  date  of  each  advancement,  from  funds  other  than 
those  held  to  the  credit  of  the  combination  or  dividend  members, 
also  50  per  cent  of  the  net  profits  made  by  the  association  on 
its  business  so  managed  and  directed  by  the  said  "  Underwriters," 
if  any,  during  each  year  for  a  period  of  five  years  from  the  date  of 
contract,  except  the  combination  or  dividend  business  aforesaid. 

4.  That  the  "  Underwriters  "  will  guarantee  that  no  part  of 
the  funds  now  legally  and  equitably  held  to  the  credit  of  the  com- 
bination or  dividend  class  of  members,  nor  65  per  cent,  of  the 
premium  income  derived  from  such  certificates  will  be  used  in 
any  manner  for  the  payment  of  expenses  of  management,  losses  or 
claims  incurred  on  the  part  of  the  association  in  the  conduct  of  its 
business,  other  than  in  the  combination  or  dividend  department 
itself,  during  such  term  and  until  the  expiration  of  all  the  com- 
bination or  dividend  contracts. 
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INDEPENDENT   ORDER  AHAWAS    ISRAEL 

New  Tobk,  N.  Y. 

Examined  to  ascertain  condition  March  31,  1914. 
Report  dated  April  28,  1914. 
Examiner:  Charles  E.  Heath. 

Ledger  Assets 
Cash  in  banks |3,  442  40 

Non-Ledger  Assets 

Mortuary  assesBments  levied  but  not  more  than 

thirty  days  overdue $8, 917  20 

Per  capita  tax  due  March  15,  1914,  uncollected.  1,959  97 

Reserve  fund  assessments  due  March  15,  1914, 
uncollected   405  10 

Total  non-ledger  assets 11, 282  27 


Total  admitted  assets $14,  724, 67 


Liabilities 

Death  claims  $69, 473  04 

Unpaid  bills 1.  994  31 

Borrowed  money  3 ,  857  00 

Headstone  deposits 250  00 

Total  liabilities $75,574  35 

Excess  of  liabilities  over  assets $60, 849  68 


A  statement  of  the  income  and  disbursements  for  the  year  end- 
ing March  31,  1914,  is  as  follows: 

Ledger  assets  March  31,  1913,  as  per  order's  records,  $4^94.42. 

Income 
Assessments: 

Mortuary $84,272  22 

Expense 8,  482  24 

Reserve 1,  650  80 

Charity   1,085  85 

Certificate  fees  and  tickets 1 ,  459  17 

Voluntary  tax  8,  046  40 

[865] 
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Balls,  picnics,  etc $388  02 

Reserved  graves 255  00 

Borrowed  money  5 ,  957  OO 

Interest  on  bank  deposits 93  13 

Total  income   $111, 688  83 

'^otal    $116,  583  25 

Disbursementa 

Death  benefits  $93, 612  30 

Propaganda ' . . .  3, 694  04 

Management  and  miscellaneous  expenses 6,  902  04 

Charity    1,544  00 

l^gal    911  60 

Payments  on  cemetery 978  10 

Salaries  of  olHcers 1,  767  29 

Salaries  of  oflice  employees 701  65 

Settlements  made  with   former  employees  for 

salary,  etc 676  24 

Borrowed  money  repaid 2, 100  00 

Interest  on  borrowed  monev 191  00 

•    Total  disbursements 113, 078  26 

Balance  as  per  records $3, 504  99 

Total  ledger  assets  exhibited 3,  442  40 

Deficiency  unaccounted  for $62  69 


Organization 

This  order  commenced  business  July  5,  1890.  It  admits  to 
membership  persons  of  the  Jewish  faith  exclusively,  between  the 
figes  of  21  and  45.  It  has  subordinate  lodges  in  New  York, 
Pennsylvania,  Maryland  and  New  Jersey.  Certificates  are  issued 
for  the  payment  of  death  benefits  only,  in  the  sum  of  $500,  al- 
though there  are  a  few  outstanding  carrying  the  benefit  of  $250 
and  $150,  respectively. 

Relative  Condition 

The  last  examination  of  this  order  was  made  by  this  Depart- 
ment as  of  February  28,  1913.  At  that  time  its  liabilities  exceeded 
its  assets  by  the  sum  of  $45,473.63.  The  causes  leading  up  to 
this  condition  were  fully  given  in  the  report  of  the  said  examina- 
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tion,  and  there  was  subsequently  an  understanding  between  the 
Insurance  Department  and  the  management  that  the  latter  should 
be  given  one  year  to  show  whether  the  order  could  be  rehabilitated 
by  the  levying  of  extra  assessments  upon  the  subordinate  lodges. 

The  management  accordingly  proceeded  to  levy  extra  assess- 
ments to  meet  the  existing  condition,  but  the  result  thereof  has 
been  very  disappointing.  Only  approximately  $8,000  has  been 
collected  on  this  account  to  the  date  of  this  examination,  while 
death  claims  have  accumulated  rapidly.  I  find  that  the  excess 
of  liabilities  over  assets  on  date  of  this  examination,  to-wit,  March 
31,  1914,  amounts  to  $60,849.68,  or  an  increase  in  13  months  of 
$15,376.05,  of  which  $12,055.16  represents  death  losses.  It  ap- 
pears that  the  total  income  from  all  assessments  upon  members 
for  mortuary  purposes,  including  both  r^ular  and  special  calls, 
received  for  the  period  of  this  examination  was  just  about  suffi- 
cient to  meet  the  death  losses  incurred.  The  reason  why  the  lia- 
bility on  this  account  has  increased  is  by  reason  of  the  fact  that 
part  of  the  moneys  collected  for  mortuary  purposes  have  been 
used  to  defray  the  general  expenses  of  maintaining  and  extending 
the  order's  work. 

1  call  attention  to  the  fact  that  such  use  of  funds  is  in  violation 
of  the  provisions  of  the  Insurance  Law.  However,  the  funds  col- 
lected for  mortuary  purposes  and  diverted  have  probably  been 
prudently  used,  from  an  economical  standpoint,  in  the  great 
struggle  the  officers  have  made  in  trying  to  extend  the  order,  visit- 
ing the  local  lodges  for  the  purpose  of  apprising  the  members  of 
the  serious  plight  into  which  the  order  has  fallen,  and  in  trying  to 
place  it  upon  a  sound  foundation. 

Action  of  Last  Convention 

liesohitious  were  adopted  at  the  twenty-first  annual  convention 
of  the  order  held  March  22  and  23,  1914,  in  relation  to  raising 
funds  to  meet  the  order's  outstanding  obligations.  Such  resolu- 
tions are  substantially  as  follows,  according  to  the  printed  letters 
sent  to  the  subordinate  lodges  by  the  management. 

•'  First:  'I hat  all  lodges  who  have  money  in  the  bank  are  duty  bound  to 
turn  over  30  per  cent,  of  their  money  to  the  Grand  Lodge  providing  the  30  per 
cent,  of  the  money  will  cover  $1.50  for  each  member  on  its  register.     Should 
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the  30  per  cent,  not  cover  $1.50  per  member,  the  lodge  must  draw  such  amount 
that  will  equal  the  $1.50  per  capita.  This  amount  is  the  same  as  per  capita 
and  is  payable  by  the  subordinate  lodges  as  fixed  by  the  Convention  in  two 
weeks'  time. 

Second:  "It  was  decided  that  all  lodges  who  have  no  money  in  the  bank 
have  to  raise  the  required  sum  of  $1.50  per  member  from  its  membership. 
For  information  the  officers  of  the  lodge  can  apply  to  the  Grand  Lodge  office 
and  advice  as  to  raising  such  moneys  will  be  gladly  given  them. 

"  The  Grand  Lodge  will  return  these  moneys  to  the  respective  lodges  as  soon 
as  they  will  find  it  in  their  power  to  do  so. 

"  It  is  ordered  that  special  meetings  be  immediately  called  by  the  president 
or  secretary  of  each  lodge  so  that  the  moneys  may  be  turned  over  to  the  Grand 
Lodge  as  voted  by  the  Convention  within  fourteen  days. 

"All  checks  are  to  be  made  payable  to  Robert  Strahl,  treasurer  of  com- 
mittee, and  mailed  or  delivered  to  the  Grand  Lodge  office,  190  Bowery." 

Subsequently  another  circular  letter  was  sent  out  stating  that 
35  lodges  had  held  special  meetings  and  voted  upon  the  resolu- 
tions, agreeing  to  turn  over  to  the  committee  appointed  by  the 
grand  master  the  amount  required  of  them. 

It  appears,  however,  that  little  money  was  actually  received 
and  it  became  necessary  to  call  a  special  convention  on  April  19 
to  make  another  urgent  appeal  to  the  various  subordinate  lodges 
for  the  payment  of  the  special  tax. 

On  April  20,  1914,  another  circular  letter  was  sent  out  in 
which  it  was  stated  that  at  the  special  convention  it  was  unani- 
mously decided  that  the  tax  of  $1.50  per  member  should  be  paid 
not  later  than  Monday,  April  27,  1914,  and  that  lodges  failing  to 
remit  this  tax  within  the  stated  time  would  be  suspended  from  the 
roll  of  membership. 

It  will  be  noted  that  in  the  original  resolutions  the  grand  lodge 
promises  to  return  the  amount  received  from  local  lodges  as  soon 
jas  it  is  able  to  do  so.  This  statement  implies  that  such  funds  are 
in  the  nature  of  loans.  The  peremptory  demand,  however,  made 
on  April  20,  1914,  requires  the  payment  of  the  tax  within  a  speci- 
fied time  or  suspension  from  the  roll  of  membership  will  follow. 
This  would  seem  to  be  a  negation  of  the  idea  that  such  funds  are 
actually  loans. 

The  maximum  amount  collectible  by  this  tax,  based  upon  the 
order's  present  membership,  is  $23,740.  Of  this  amount  $4,126 
had  been  collected  by  the  committee  up  to  April  22,  according  to 
the  statement  of  the  grand  secretary,  who  furnished  your  exam- 
iner with  a  list  of  the  lodges  and  their  remittances. 
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Borrowed  Money 

On  the  date  of  this  examination  the  order  owed  the  sum  of 
$3,857  on  account  of  borrowed  money,  according  to  the  state- 
ment of  the  secretary.  Of  this  amount  $3,000  is  owing  the 
Century  Bank  of  New  York  city  on  a  discounted  promissory  note 
of  the  order  secured  by  savings  bank  accounts  in  the  same  institu- 
tion amounting  to  $3,084. 

I  have  accordingly  credited  the  order  in  the  statement  of  assets 
of  this  report  with  the  latter  amount  as  cash  in  bank,  and  included 
the  amount  of  the  note  in  the  statement  of  liabilities  as  "bor- 
rowed money." 

Cemetery  Land 

The  order  is  owing  a  balance  of  $4,480  under  a  contract  to 
purchase  cemetery  land,  the  agreement  being  entered  into  in 
January,  1911.  This  contract  runs  for  ten  years  and  calls  for 
payments  in  installments  aggregating  $6,600. 

The  installment  due  this  year  on  this  contract  has  not  been 
paid.  Under  the  terms  of  the  contract,  if  the  order  fails  to  com- 
plete the  payments,  the  balance  of  the  cemetery  land  becomes  for- 
feited and  no  further  liability  attaches. 

Deficiency 

The  cash  deficiency  of  $62.59  shown  in  this  report  is  unac- 
counted for,  but  is  probably  due  to  some  error  in  bookkeeping. 
The  secretary  does  not  keep  a  double  entry  set  of  books  and  it  is 
very  difficult  to  reconcile  the  actual  assets  of  the  order  at  any 
given  date  with  the  income  and  disbursements  for  a  given  period 
by  reason  of  the  methods  of  accounting  used.  It  was  found  that 
the  balance  of  assets  on  hand  on  the  date  of  this  examination, 
reconciled  with  the  income  and  disbursements  for  the  year,  to- 
gether with  the  balance  as  shown  by  the  records  at  the  beginning 
thereof,  shows  a  discrepancy  amounting  to  a  deficiency  of  the 
above  amount. 

Officers  and  Salaries 

The  following  are  the  officers  of  the  order  at  the  present  time 

and  the  salaries  paid  each : 

Salary 

Leonard  A.  Snitkin,  Grand  Master None 

Isidor  Berman,  Grand  Secretary $1 ,  800  00 

Marcus  Fried,  Grand   Messenger 1,  040  00 
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Membership  and  Insurance 

The  order,  on  date  of  this  examination,  had  173  subordinate 
lodges  and  total  membership  of  approximately  15,827.  Since  the 
last  examination  there  has  been  a  loss  in  membership  of  2,373 
members.  There  are  in  force  15,734  certificates  of  $500  each,  86 
of  $250  and  7  of  $150,  representing  in  the  aggregate  $7,890,950 
of  insurance. 

Conclusion 

It  is  obvious  from  the  foregoing  report  that  this  order  is  in- 
solvent by  reason  of  the  fact  that  the  members  thereof  will  not 
pay  the  cost  to  insure  one  another.  The  actual  condition  is  a 
state  of  demoralization.  Several  suits  have  been  brought  and  dis- 
criminations have  been  made  to  favor  those  claimants  who  press 
their  claims  through  suits  or  influence,  to  the  disadvantage  of 
those  who  are  waiting  patiently  for  the  payment  of  their  claims  in 
their  regular  order. 

Complaints  are  being  made  frequently  to  the  Insurance  De- 
partment by  beneficiaries,  the  payment  of  whose  claims  is  being 
put  off  from  time  to  time,  but  no  proper  advice  can  be  given  to 
the  inquirers  in  view  of  the  actual  condition  prevailing. 

It  would  seem  under  such  circumstances  that  it  is  the  duty  of 
the  Department  to  apply  at  once  to  the  court  for  an  order  of  liqui- 
dation under  section  63  of  the  Insurance  Law,  upon  the  ground 
that  the  order  is  insolvent  and  is  in  such  condition  that  its  further 
transaction  of  business  would  be  hazardous  to  its  members,  its 
creditors  and  the  public. 

From  the  data  given  in  the  last  annual  statement  it  was  found 
that  the  average  age  of  the  members  is  between  42  and  43  jears. 
Many  of  the  members  could  obtain  insurance  elsewhere,  but,  on 
the  other  hand,  there  are  some  who  are  too  old  and  impaired  in 
health  to  do  so.  The  loss  to  these  and  the  unpaid  beneficiaries 
seems  to  be  inevitable  in  the  premises. 
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THE  AMERICAN  BENEFIT  ASSOCIATION  OF  THE 

STATE  OF  NEW  YORK 

White  Plains,  N.  Y. 

Examined  to  ascertain  condition  April  30,  1914. 
Report  dated  May  22,  1914. 
Examiner:     J,  F,  Tucker, 

Ledger  Assets 

Cash  in  bank $170  99 

Cash  in  office 423  10 

Total    ledger   assets $594  09 

'Non-Ledger  Assets 
Assessments  called  within  thirty  days,  uncollected 122  60 

Gross  assets $716  60 


Liabilities 

Death  claims   $500  00 

Accrued  salaries   76  66 

Accrued  rent    15  00 

Accrued  bills  and  accounts 30  05 

Advance  assessments   83  75 

Total  liabilities 705  46 

Excess  of  assets  over  liabilities • $11  23 

A  statement  of  the  income  and  disbursements  for  the  year  end- 
ing April  30,  1914,  is  as  follows: 

Balance  April  30,  1913 $1,923  77 

Income 

Assessments    $4, 209  55 

Dues,  certificate  fees  and  changes 1, 184  95 

Interest  on  bank  deposits 34  04 

Total  income 5,  428  54 

Total    $7,352  31 
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Diaburaementa 

Death  claims  $6,  000  00 

Salaries  of  officers 200  00 

Rent 278  00  , 

Actuarial  services 50  00 

Surety  bonds 6  00 

National  Fraternal  Congress 5  00 

Printing 52  20 

Traveling  expenses 10  00 

Miscellaneous  eocpenses 98  02 

Total  disbursements  $6,  758  22 


Balance  ledger  assets  April  30,  1914 $594  09 


Assets 

The  cash  in  bank  was  verified  by  certificate  obtained  from  the 
bank  and  reconciled  with  the  association's  records. 

The  cash  in  oflSee  could  only  be  verified  by  a  letter  from  the 
treasurer  in  which  he  states  that  he  has  received  from  the  secre- 
tary  since  May  1,  the  sum  of  $423.10  on  account  of  April  busi- 
ness, and  that  the  same  has  been  deposited  in  bank. 

The  uncollected  assessments  allowed  represent  the  balance  of 
the  April  assessments  uncollected  at  the  end  of  that  month  as 
shown  by  the  secretary's  books. 

Liabilities 

The  liabilities  very  nearly  equal  the  gross  assets.  There  are 
two  unpaid  death  claims  amounting  to  $250  each.  The  accrued 
salaries  represent  the  officers'  salaries  for  the  first  four  months 
of  1914.  The  accrued  rent  is  for  the  month  of  April.  The 
amount  of  accrued  bills  and  accounts  was  obtained  from  the  secre- 
tary. The  advance  assessments,  amounting  to  $79.85,  represent 
recent  over-payments  by  councils  which  will  be  applied  to  future 
assessments  as  they  are  called. 

In  addition  to  the  above  there  are  certain  credits  to  various 
lodges,  amounting  in  the  aggregate  to  approximately  $1,000, 
which  are  treated  by  the  management  as  advance  assessments. 
This  matter  is  explained  as  follows: 
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When  the  association  i^as  organized  in  1912  each  applicant  for 
membership  paid  into  the  fund  —  in  order  to  meet  the  require- 
ments of  the  Insurance  Law  —  one  per  cent  of  the  amount  of 
insurance  applied  for.  After  receiving  its  certificate  of  authority 
from  the  Superintendent  of  Insurance,  the  association,  instead  of 
keeping  the  money  so  paid  in  as  a  reserve  fund,  applied  it  against 
assessments  as  they  were  called.  In  consequence  of  this  procedure 
the  association  was  soon  unable  to  meet  the  incurred  death  claims 
and  the  members  were  thereafter  required  to  pay  their  assessments 
in  cash. 

In  the  foregoing  financial  statement  the  balance  still  unused 
for  assessments  has  not  been  entered  as  a  liability,  for  the  reason 
that  in  the  event  of  liquidation  the  amount  would  not,  of  course, 
be  returned  to  the  members. 

It  is  recommended,  however,  that,  as  soon  as  the  association 
shall  have  accumulated  funds  sufficient  to  permit  of  such  action, 
the  credit  balances  be  applied  against  current  assessments  until 
they  are  exhausted  —  this  for  the  reason  that  there  be  no  discrimi- 
nation against  those  members  whose  original  payments  have  not 
yet  been  so  applied. 

I  am  informed  by  the  secretary  that  at  a  recent  meeting  of  the 
board  of  trustees  it  was  decided  that  these  advances  should  be 
held  for  at  least  another  year. 

Fimds 

The  association  maintains  two  funds,  viz. :  Benefit  and  general. 
The  latter  is  the  expense  fund. 

A  statement  of  the  income  and  disbursements  of  each  fund  for 
the  year  ending  April  30,  1914,  is  as  follows: 

Benefit  Fund 
Balance  April  30,  1913 $1,875  45 

Income 

AssessmentB   $4, 209  55 

Interest 34  04 

Transfer  from  general  fund 154  30 

Total.income 4,  397  89 


Total    $6,273  34 
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Disbursemcnis   ' 
Deatli  claims   $0, 000  00 


Balance  April  30,  1914 $273  34 


General  Fund 
Balance  April  30,  1913 $48  32 

Income 
Dues,  certificate  fees  and  changes 1, 184  95 


Total    $1,233  27 

Dishuraementa 

Total  expenses  of  management $758  22 

Transfer  to  benefit  fund 154  30 


Total  disbursements 912  52 


Balance  April  30,  1914 $320  75 


Recapitulation  of  Fund  Balances 

Benefit '. $273  34 

General   320  75 


Total  ledger  assets $594  09 


Organization  and  Membership 

This  association  commenced  business  in  October,  1912.  The 
number  of  certificates  issued  up  to  the  end  of  that  year  was  1,764. 
During  the  year  1913,  395  certificates  were  issued,  and  during 
the  first  four  months  of  .1914,  thirty-six,  making  a  total  of  2,195 
issued  since  organization.  Of  this  number,  1,943  were  in  force' 
on  April  30,  1914,  the  total  amount  of  insurance  represented  being 
$485,750.     Certifixjates  have  been  issued  for  $250  only. 

Only  men  between  the  ages  of  eighteen  and  fifty  years,  known 
to  be  of  good  moral  character  and  able  to  support  themselves  and 
their  families,  are  eligible  for  membership. 

Prior  to  January,  1914,  no  medical  examination  was  required, 
but  I  am  informed  that  since  that  time  all  applicants  have  been 
required  to  pass  a  satisfactory  medical  examination  in  order  to 
be  admitted  to  membership. 

Assessments 
Assessments  are  collected  bv  the  treasurers  of  the  local  councils 
and  remitted  to  the  secretary  of  the  association,  who  turns  the 
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amount  over  to'  the  treasurer  for  deposit.  Since  organization  tlie 
annual  assessment  for  expenses  has  been  60  cents  per  member. 

Prior  to  March  1,  1914,  twelve  monthly  assessments  of  20  cents 
each  were  collected  for  the  benefit  fund.  The  amount  thus  pro- 
duced proved  inadeiiuate  to  meet  the  death  claims  incurred,  and 
on  March  1,  1914,  the  assessments  were  increased  to  25  cents  and 
16  are  to  be  levied  each  year,  making  the  annual  contribution  for 
the  benefit  fund  $4  for  each  member,  regardless  of  age. 

In  addition  to  the  above  assessments,  an  enrollment  fee  of  25 
cents  and  a  charge  of  50  cents  for  change  of  certificate  are  col- 
lected and  credited  to  the  general  fund. 

Death  Claims  • 

Death  claims  are  payable  to  the  treasurers  of  the  local  councils 
and  all  checks  in  payment  of  such  claims  are  made  payable  to 
them  instead  of  to  the  beneficiaries.  It  appears  that  this  method 
is  followed  in  pursuance  of  the  certificate  contract,  wherein  it  is 
provided  that  the  benefit  will  be  paid  to  the  treasurer  of  the  local 
lodge  respectively. 

The  checks  are  not  endorsed  by  the  beneficiary,  nor  is  any  re- 
ceipt for  the  payment  forwarded  to  the  association.  There  is 
therefore  no  record  that  the  beneficiary  has  received  the  payment. 
Death  claim  papers,  consisting  of  certificates  signed  by  local 
lodge  ofiicers,  physician  and  undertaker  are  the  only  records  on 
file. 

I  am  informed  by  the  secretary  that  some  councils  do  not  even 
deliver  the  certificates  to  the  members,  but  keep  them  on  file  at  the 
local  headquarters. 

I  respectfully  submit  the  question  whether  this  procedure  is 
proper  and  for  the  best  interests  of  the  members  of  the  association. 

Officers 
The  oflicers  of  the  association  receive  only  a  nominal  salary. 
The  present  oflicers  and  tlie  annual  salaries  paid  to  each  are  as 
follows : 

President Charles  Ehret $5  00 

Vice-President    Alfred    E.    Dolan 

Secretary  Frederick    E.    Parker 200  00 

Treasurer Edward  J.  Bridges 25  00 

The  secretarv  and  treasurer  are  bonded  for  $1,000  each. 
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DISTRICT  GRAND  LODGE  NO.  1,  INDEPENDENT 

ORDER  BENAI  BERITH 

New  Yoek,  N.  Y. 

Exa/mined  to  ascertain  condition  April  30,  1914. 
Report  dated  July  7,  1914. 
Examiner:  J.  F.  Tucker, 

District  Grand  Lodge  No.  1  covers  the  states  of  New  York, 
Massachusetts,  Rhode  Island  and  Connecticut  and  is  one  of  eleven 
districts  composing  the  Constitution  Grand  Lodge,  Independent 
Order  Benai  Berith,  with  headquarters  in  the  city  of  Chicago. 
District  Grand  Lodge  No.  1  was  instituted  in  1851  and  in  1878 
the  present  corporate  body  was  chartered  by  a  special  act  of  the 
Legislature  (chapter  188,  Laws  of  1878).  The  order  is  now 
operating  under  the  provisions  of  article  VII  of  the  Insurance 
Law. 

The  present  objects  of  the  order  are  mainly  social,  charitable 
and  benevolent. 

The  financial  condition  of  the  order  as  of  April  30,  1914,  was 
found  to  have  been  as  follows : 

Ledger  Aaaeta 

Book  value  of  real  estate $229,  474  96 

Mortgage  loans  on  real  estate 204, 750  00 

Book  value  of  bonds ?4, 000  00 

Deposits  in  trust  companies  and  banks 13, 427  27 

Cash   in   office 342  25 

Total   ledger   assets $471,  994  48 

Non-ledger  Aaaeta 

Interest  accrued  on  mortgage  loans $3, 600  96 

Interest  accrued  on  bonds   174  16 

Rents  accrued   94  04 

Assessments  in  process  of  collection 5, 426  58 

Market  value  of  real  estate  over  book  value. . .  99, 025  04 

Market  value  of  bonds  over  book  value 840  00 

Office  rent  paid  in  advance 116  67 

Total  non-ledger  assets 109,  277  45 


Gross  assets $581, 271  93 
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Lidbilities 

Death  claims $3,  789  66 

Constitution  Grand  Lodge  dues 2,  746  50 

Deposit  on  account  of  option  on  real  estate. .  . .  500  00 

Total    liabilities    $7, 036  16 


Balance  of  assets  over  liabilities $574, 235  77 


Assets 
Real  Estate: 

In  addition  to  the  Home  for  the  Aged  and  Infirm  at  Yonkers, 
the  society  owns  three  parcels  of  real  estate  located  in  the  borough 
of  Manhattan.  These  parcels  have  been  acquired  through  fore- 
closure proceedings.  An  appraisal  by  this  Department  fixes  the 
market  value  of  all  the  real  estate  owned  by  the  order  at  $328,500 
or  $99,025.04  more  than  the  book  value.  The  latter  figure  has 
been  allowed  as  a  non-ledger  asset. 

Mortgage  Loans: 

The  mortgage  loans  were  verified  by  an  inspection  of  the  usual 
mortgage  papers  on  file  at  the  society's  office.  The  real  estate 
securing  these  loans  is  now  being  appraised  by  this  Department 
and  a  separate  report  of  the  results  thereof  will  be  submitted. 

Cash: 

The  deposits  in  trust  companies  and  banks  were  verified  in  the 
usual  manner  by  certificates  obtained  from  the  various  banking 
institutions  and  reconciled  with  the  order's  records.  The  cash  in 
office  represents  receipts  on  the  last  day  of  the  month  which  were 
deposited  on  the  following  day  as  shown  by  the  bank  pass  books. 

lAahiHttes 
Deaih  Claims: 

The  amount  of  unpaid  death  claims  was  taken  from  the  order's 
records.  Five  of  these  claims,  amounting  to  $1,850,  were  paid 
during  the  month  of  May.  The  majority  of  the  remaining  claims 
are  held  up  on  account  of  difficulty  in  finding  the  beneficiaries. 
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Constitution  Grand  Lodge  Dues: 

The  members  of  District  No.  1  pay  to  the  District  regular  dues 
for  the  benefit  of  the  Constitution  Grand  Lodge.  This  liability, 
amounting  to  $2,746.50,  represents  such  dues  which  have  been 
collected  by  the  District  and  have  not  been  turned  over  to  the 
supreme  lodge. 

Deposit  on  Account  of  Option: 

The  tenants  of  one  of  the  parcels  of  real  estate  owned  by  the 
order  have  secured  an  option  for  the  purchase  of  the  property 
and  have  deposited  thereon  the-  sum  of  $500.  I  am  informed 
that,  since  the  completion  of  this  examination,  the  transaction 
has  been  consummated. 

The  income  and  disbursements  for  the  year  ending  April  30, 
1914,  were  as  follows: 

Balance,  ledger  assets  April  30,  1913 $496,  505  82 

Income 

Assessments  and  dues $55,  658  87 

Interest  and  rents 14, 900  80 

Contributions,  donations,  bequests  and  endow- 
ments      3, 245  76 

Allowance  from  Constitution  Grand  Lodge  for 

propaganda    300  00 

Sundries    305  16 


Total  income   74,  410  59 


Total    $570, 916  41 

Diabursemettia 

Death    claims    $61,817  11 

Salaries  of  officers  and  office  employees 3,  347  99 

Expense   of   management 34,  756  85 


Total  disbursements    98,  921  93 


Balance,  ledger  assets  April  30,  1914 $471.  994  48 


Funds 
The  endowment  fund  is  used  for  the  payment  of  death  claims, 
and  for  certain  expenses,  the  amount  of  which  is  determined  by 
the  annual  convention.     The  District  Grand  Lodcre  fund  is  the 
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general  expense  fund  of  the  order.  The  Constitution  Grand  Lodge 
fund  consists  of  dues  collected  from  all  members,  the  total  being 
turned  over  to  the  Constitution  Grand  Lodge.  The  home  reserve, 
general,  home  account  and  home  patrons  funds  are  all  for  the 
maintenance  of  the  Home  for  the  Aged  and  Infirm,  located  at 
Yonkers,  N.  Y.,  and  therefore,  for  the  purposes  of  this  report, 
the  income  and  disbursements  pertaining  to  these  four  funds  have 
been  combined  mider  "  Home  Fund."  Mileage  expended  by  the 
representatives  to  the  Grand  Lodge  C-onvention  is  paid  from  the 
mileage  fund  and  the  total  assessed  among  the  members  pro  rata. 
Voluntary  donations  for  charitable  purposes  are  credited  to  the 
charities  fund  and  used  for  such  purposes. 

The  income  and  disbursements  pertaining  to  each  fund  were, 
for  the  year  ending  April  30,  1914,  as  follows: 

Endowment  Fund 
Balance   April   30,    1013 $291,  437  95 

Income 

Assessments $33, 980  03 

Interest  on  mortgages   11,  024  38 

Interest  on  bonds   58  75 

Interest  on  bank  deposits 395  63 

Rent  from  real  estate 969  23 

Total   income 46,  428  02 

Total    $337,  865  97 

Diahursements 

Death  claims   $61,817   11 

Salaries 2.  340  75 

Rent    683  34 

Advertising,  printing  and  stationery 189  39 

Postage,  express,   telephone  and  telegraph ....  93  43 

Taxes,  repairs  and  expenses  on  real  estate. .  . .  877  40 

Insurance    40  00 

Auditor   83  36 

Bank  exchange 2  07 

Premiums  on  bonds  purchased 428  13 

Total  disbursements 66.  554  98 

Balance  April   30,    1914 $271.  310  99 
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District  Orand  Lodge  Fund 
Deficit  April  30,   1913 $1,657  81 

Income 

Dues $3,  804  63 

Interest  on  bank  deposits 33  18 

Propaganda  allowance 300  00 

Sundries 306  16 

Total  income  4,  442  97 

Excess  of  income  over  deficit $2,  785  16 

Dishureementa 

Salaries  $1, 007  24 

Rent   683  34 

Advertising,  printing  and  stationery 483  12 

Postage,  express,  telephone  and  telegraph 433  44 

Donations  and  testimonials 610  00 

Propaganda    1,718  15 

Insurance   47  80 

Grand  lodge  convention 329  08 

Committee  expenses 279  62 

Auditor   41  64 

Sundries    Ill  80 

Total  disbursements 5,  745  23 

Deficit  April  30,  1914 $2,960  07 

Constitution  Orand  Lodge 
Balance  April  30,  1913 $4, 157  75 

Income 
Dues  received 6, 033  50 

Total    $10, 191  2S 

Dishursemen  ts 
Dues  remitted   9, 192  76 

Balance  April  30,  1914 $998  50 

Mileage  Fund 
Deficit  April  30,  1913 $116  88 
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Income 
Asaeasments   $363  39 


ExcesB  of  income  over  deficit $236  51 

Disburaementa 
Mileage  paid  to  repreaentativeB 700  61 


Deficit  April  30,  1914 $464  10 


Charitiea  Fund 
Balance  April  30,  1913 $103  75 

Income 
Donations  by  members •  237  00 


Total    $340  75 

Disburaementa 
Donations  for  charitable  purposes 258  75 


Balance  April  30,  1914 $82  00 


Home  Fund 
Balance  April  30,  1913 $202,  581  06 

Income 

Dues  $11,487  32 

Contributions,  donations,  bequests  and  endow- 
ments     3,008  76 

Interest  on  mortgages 649  30 

Interest  on  bonds 247  92 

Interest  on  bank  deposits 333  35 

Rents 1, 189  06 


Total  income 16, 915  71 


Total $219,  496  77 

Dishu  rsem  en  t  s 

Salaries  of  superintendent  and  matron $099  96 

Salary  of  house  physician 450  00 

Wages  of  help,  etc 4,  662  78 

Building  repairs,  etc 526  69 

Light,  heat  and  power 2, 041  70 

Printing,  stationery,  express,  etc 604  90 

Food,  clothing,  etc 5, 911  56 

Funeral  and  cemetery  expenses 287  57 

Taxes  and  insurance 329  37 
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Dues  paid  for  home  inmates $78  82 

Premiums  on  bonds  purchased 200  00 

Sundries   376  26 

Total  disbursements  $16,  469  61 

balance  April  30,  1914 $203,027   16 


Recapitulation  of  Fund  Balances  April  30,  1914 

Endowment $271.  310  99 

Constitution   998  50 

Charities  82  00 

Home  203,  027   16 


Total    $475, 418  65 

Districl   (deficit)    $2,960  07 

Mileage  (deficit)   464  10 

Total  deficits  3,  424   17 

Balance  ledger  assets  April  30,  1914 $471 ,  994  48 


Rates  and  Betiefits 
In  the  early  days  of  the  order  all  members  between  21  and  45 
years  of  age  who  were  able  to  pass  satisfactory  medical  examina- 
tions were  eligible  to  participate  in  the  endowment  fund.  The 
rates,  which  were  the  same  to  all  members  regardless  of  age,  proved 
inadequate  and  were  therefore  frequently  increased.  In  1893,  in 
which  year  all  members  were  paying  a  uniform  rate  of  $18  per 
annum,  the  following  rates  per  $1,000  of  insurance  were  adopted: 

Rates 

Attained  ages  per  annum 

21-25   $15  UO 

26-30   18  00 

30-35   21  00 

35-40   24  00 

40-50   27  00 

50  and  over 30  00 

These  rates  still  proved  inadequate  and  in  1902  the  by-laws 
were  amended,  reducing  the  benefits  from  $1,000  to  $600,  the 
above  rates  being  continued.  All  members  were  permitted  to  still 
further  reduce  their  insurance  to  $500,  $150  and  $300,  paying 
therefor  pro  rata.  Those  who  had  not  attained  the  aire  of  fifty 
years  in  1893  could  also  increase  their  insurance  to  $750  or 
$1,000,  paying  pro  rata  therefor.     Members  fifty  years  of  age 
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and  over  in  1893  were  obliged  to  pay  for  $750  of  insurance,  $56.25 
per  annum,  and  for  $1,000,  $75  per  annum.  These  rates  are  still 
in  force. 

No  new  members'  have  been  admitted  to  the  endowment  class 
for  the  past  eighteen  years  or  more,  and  it  is  evidently  the  inten- 
tion to  eliminate  the  endowment  feature  as  soon  as  the  existing 
obligations  shall  have  matured. 

In  addition  to  the  above  rates  paid  by  endowment  members, 
all  members  of  the  order  over  twenty-five  years  of  age  pay  annual 
dues  amounting  to  $4.52,  $1.28  of  which  is  for  the  expense  fund 
and  $3.24  for  the  home  fund.  Members  under  tv^enty-five  years 
of  age  pay  one-half  these  rates.  Members  of  new  lodges  pay  for 
the  first  two  years  annual  dues  of  $1.50,  which  amount  is  pro  rated 
betw^een  the  funds.  The  annual  dues  for  the  benefit  of  the  Con- 
stitutioii  Grand  Lodge  are  $1.50  from  each  member.  This  is  in 
addition  to  the  payments  enumerated  above. 

Menihership 

The  total  present  membership  of  District  Grand  Lodge  No.  1 
is  4,232.  Of  this  number  1,130  are  endowment  members,  the 
amount  of  insurance  in  force  being  $691,500. 

The  following  table  shows  the  number  of  endowment  members 
and  the  amount  of  ins,uraiice  in  force,  classified  as  to  age  and 
amount  of  certificate : 


AGE 

No. 

$1,000 

No. 

$750 

No. 

12 

93 

296 

366 

137 

7 

911 

$600 

No. 

$500 

No. 

$450 

No. 

1 

7 
25 
31 
11 

$300 

40-49 

$7,200 
55  800 

1300 

RO-SQ 

25 

50 

19 

3 

$25,000 

50.000 

19,000 

3.000 

1 
7 

$750 
5.250 

2 

$1,000 
6,000 
7.000 
1,500 

2,100 

60-69 

70-79 

177,600 
219.600 

12 
14 

3 
3 
1 

$1,350 

1.350 

450 

7,500 
9,300 

80-89 

82.200         3 

3.300 

90-avor 

1 

750 

4,200 

97 

7 

75 

Total 

$97,000 

9 

$6,750 

$546,600 

31 

$15,500 

$3.1.50 

$22,500 

Home  for  the  Aged  and  Infirm 

Since  1882  the  order  has  maintained,  at  Yonkers,  N.  Y.,  a  home 
for  the  nged  and  infirm.  Aged  or  incapacitated  members  of  Dis- 
trict No.  1  may  be  admitted  to  this  "  Home  "  under  conditions 
prescribed  in  the  by-laws.  On  December  31,  1912,  there  were  66 
inmates.     During  the  year  1913  eight  members  were  admitted, 
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eleven  inmates  died  and  three  withdrew.  The  number  of  inmates 
on  December  31,  1913,  was  therefore  60.  On  April  30,  1914,  the 
number  had  become  further  reduced  to  57. 

The  administration  of  the  "  Home "  is  vested  in  a  Board  of 
Governors,  consisting  of  21  members  of  the  District.  The  gover- 
nors serve  three  years  each,  seven  being  elected  annually. 

The  expenses  of  the  "  Home  "  are  met  by  an  annual  per  capita 
tax  of  $3.24  assessed  quarterly  .upon  the  entire  membership  of  the 
District  During  the  twelve  months  covered  by  this  examination 
the  dues  collected  amounted  to  $11,487.32  while  the  expenses  of 
maintenance  were  over  $16,000.  This  deficit  was  covered  by 
interest  on  the  "  Home  "  funds,  bequests,  donations,  patrons'  dues, 
etc.,  and  the  "  Home  Reserve  Fund "  was  slightly  increased 
thereby. 

Upon  the  death  of  an  inmate  of  the  "  Home  "  who,  at  the  time 
of  his  death,  was  a  participant  in  the  endowment  fund,  the  amount 
of  his  death  benefit  reverts  to  the  home  fund,  unless  a  widow  or 
minor  children  survive  him,  in  which  case  only  one-half  lihe 
amount  is  turned  over  to  the  fimd,  the  other  half  being  paid  to 
the  survivors.  If,  at  the  time  of  his  death,  the  widow  is  and  con- 
tinues to  be  an  inmate  and  there  are  no  minor  children,  the  whole 
endowment  is  paid  to  the  home  fund.  If  minor  children  survive, 
one-half  the  death  benefit  is  paid  to  them,  even  though  the  widow 
shall  be  an  inmate.  In  any  event  any  dues  and  assessments  which 
may  have  been  paid  by  his  lodge  or  by  the  "  Home  "  and  any 
funeral  expenses  incurred  by  the  Home  are  deducted  from  the  en- 
dowment before  the  division  is  made  between  the  home  reserve 
fund  and  the  beneficiaries. 

Oflicers 

The  onlv  salaried  officer  of  the  order  is  the  secretary  who  re- 
«•  * 

ceives  $2,500  per  annum.     The  secretary  is  bonded  for  $5,000, 
the  treasurer  for  $10,000  and  the  home  treasurer  for  $2,000. 
The  present  officers  are  as  follows: 

President    "R^v.  Dr.  Joseph  Silverman 

Ist  Vice-President Herman  Asher 

2d  Vice-President   Abraham  K.  Cohen 

Secretary  Reginald  E.  Zunder 

Treasurer Solomon  Sulzberger 

Home  Treasurer Moses  Min!«»gheimer 
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BENEVOLENT   SOCIETY   OF   THE   UNITED   STATES 
FOR  THE  PROPAGATION  OF  CREMATION 

New  York,  N.  Y. 

Examined  to  ascertain  condition  March  31,  1914. 
Report  dated  June  8,  1914. 
Examiner:  J.  F.  Tucker. 

Ledger  Assets 

Cash  in  banks  on  interest $6, 094  95 

Gash  in  banks  not  on  interest 163  98 

Cash  in  office 45  90 

Total  ledger  assets $6,  304  83 

Non-Ledger  Assets 
Assessments  called  but  uncollected 584  65 

Gross  assets  $6,889  48 

Liabilities 
Unpaid  death  claims 180  00 

Balance  of  assets  over  liabilities $6,  709  48 


The  deposits  in  savings  banks  on  interest  were  verified  by  the 
bank  pass  books  and  the  checking  account  by  certificate  obtained 
from  the  bank  and  reconciled  with  the  outstanding  checks.  The 
cash  in  office  was  counted  during  the  examination  and  checked 
back  to  March  31st.  The  assessments  called  but  uncollected 
represent  March  assessments,  all  of  which  were  collected  during 
the  month  of  April. 

There  were  but  two  unpaid  death  claims,  one  of  which  is  due 
a  minor  for  whom  no  guardian  has  been  appointed.  The  cost 
of  cremation  in  this  case  has  been  paid  •  leaving  a  balance  of 
$80  due. 

In  addition  to  the  above  there  have  occurred  during  the  year 
covered  by  this  examination  eight  deaths  among  members  in 
good  standing,  the  surviving  relatives  in  each  case  failing  to 
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have  the  bodies  cremtitcd.  These  claims  have  not  been  paid  and 
no  liability  to  cover  them  has  been  set  up  in  this  report  for  the 
reason  that,  as  hereinafter  explained,  the  society  incurs  no  obli- 
gation for  the  death  of  a  member  unless  the  body  is  cremated. 

The  income  and  disbursements  for  the  twelve  months  ending 
March  31,  1914,  were  as  follows: 

I?alance  March  31,  l\)U $o,  848  4> 

Income 

Mortuary  assessments   .$9,  659  05 

Initiation  fees   664  00 

Duplicate  receipt  books 3  40 

Interest  on  bank  deposits 190  97 

Total  income   10. 517  42 

Total    $16, 365  87 

Disbursements 

Death  claims   $7,  580  00 

Salaries  of  officers 1 ,  175  75 

Expense  of  management 1,  305  29 

Total  disbursements 10,  061  0* 

Balance  ledger  assets  March  31,  1914 $6. 304  83 


Records  aiid  Scope  of  Examination 

The  assessments  received  for  a  period  of  four  months  were 
checked  with  the  remittance  advices  sent  in  bv  the  subordinate 
branches.     The  interest  was  verified  by  the  bank  pass  books. 

The  disbursements  for  the  year  covered  by  this  examination 
were  checked  with  the  receipted  vouchers  on  file  and  also  with 
the  cancelled  checks. 

The  local  branches  remit  the  assessments  to  the  secretary  who 
turns  the  receipts  a\^er  to  the  treasurer  on  the  15th  and  last  of 
each  month,  taking  a  receipt  therefor. 

Disbursements  are  made  only  on  orders  signed  by  the  secre- 
tary. All  checks  are  signed  by  the  secretary  and  treasurer  who 
assume  all  responsibility  for  the  correctness  of  disbursements, 
no  approval  of  claims  or  bills  by  the  president  or  executive  board 
being  required. 
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The  books  of  record  are  sufficient  for  the  needs  of  the  society. 
A  death-claim  register  adecjuately  ruled  to  contain  all  necessary 
information  is  kept  by  the  secretary  but  the  entries  are  only 
made  at  the  end  of  each  quarter  year.  At  the  request  of  your 
examiner  the  secretary  has  signified  his  intention  of  hereafter 
making  the  entries  as  soon  as  the  claim  papers  are  received. 

The  books  of  both  the  secretary  and  the  treasurer  are  audited 
quarterly  by  an  auditing  committee  composed  of  four  members 
of  the  society  who  are  elected  by  the  annual  convention. 

The  books  are  balanced  and  a  printed  financial  report  is  ren- 
dered for  the  benefit  of  the  members  at  the  end  of  each  quarter. 
The  books  are  not  closed  immediately  at  the  end  of  the  quarter, 
however,  but  are  held  open  until  all  assessments  called  during 
the  quarter  have  been  collected,  the  subsequent  collections  per- 
taiiiini?  to  each  quarter  being  added  to  the  receipts  thereof. 
Therefore,  the  society's  records  as  finally  made  up  do  not  show 
the  actual  condition  on  the  last  day  of  the  quarter. 

The  figures  in  this  report,  however,  have  been  adjusted  to 
show  the  actual  condition  of  the  society  on  ilarch  31,  1914. 

All  claims  and  expenses  are  paid  from  the  same  fund,  no 
specific  amount  being  collected  for  either  purpose. 

Iniliaiioii  Fees 

The  initiation  fees  vary  according  to  the  ages  of  the  appli- 
cants. The  fee  for  all  ages  under  50  is  $1.25,  increasing  $1  per 
year  up  to  age  of  54  and  $2  thereafter. 

Twenty-five  cents  from  each  fee  is  retained  by  the  local  branch 
to  cover  the  cost  of  postage  and  correspondence  relative  to  the 
admission.  The  balance  is  remitted  to  the  financial  secretary 
of  the  society. 

Assessmejits 

Assessments  are  called  monthly  and,  while  theoretically  based 
on  the  number  of  deaths  occurring  during  the  previous  month, 
a  small  sum  is  added  to  cover  the  expenses  of  the  society,  the 
amount  of  each  assessment  being  determined  by  the  executive 
board,  which  meets  the  second  Friday  in  each  month. 
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Conditions  and  Benefits 

Candidates  may  be  proposed  at  a  regular  meeting  of  a  branch 
by  any  member  of  the  society. 

A  medical  examination  is  not  required  for  admission  to  the 
society  but  the  initiate  is  not  in  benefit  until  he  has  been  a  mem- 
ber in  good  standing  for  at  least  forty-two  days. 

Your  attention  is  respectfully  called  to  the  provisions  of  sub- 
section 3  of  section  231  of  the  Insurance  Law  which  reads  in 
part  as  follows: 

"A  society  may  admit  to  beneficial  membership  any  person  •  *  •  who 
has  been  examined  by  a  legally  qualified  physician  and  whose  examination 
has  been  supervised  and  approved  in  accordance  with  the  laws  of  SUCH 
society." 

Each  candidate  must  fill  out  and  sign  an  application  blank 
and  must  appear  in  person  before  a  meeting  of  the  branch  with 
which  he  is  to  become  affiliated  in  order  that  he  may  be  exam- 
ined as  to  his  personal  qualifications.  If  for  good  reasons  he  is 
unable  to  appear  before  such  meeting  a  committee  of  two  is  ap- 
pointed to  call  upon  the  applicant  and  report  upon  his  eligibility. 

No  policy  or  certificate  is  issued  to  the  member  but  he  is 
supplied  with  a  small  receipt  book,  bearing  his  roll  number,  in 
which  the  local  secretary  enters  and  signs  for  each  assessment 
as  it  is  paid. 

In  case  of  death  this  book  is  turned  in  with  the  death  claim 
papers.  Proof  that  the  body  has  been  cremated  is  required  in 
every  case.  If  the  body  is  not  cremated  there  is  no  liability 
incurred  by  the  society.  This  is  clearly  set  forth  in  section  11 
of  article  3  of  the  Constitution  as  follows: 

"Section  11.  If  the  survivors  or  beneficiaries  of  a  member  refuse  to  have 
him  or  her  cremated,  such  beneficiary  or  beneficiaries  shall  forfeit  all  right 
to  any  benefit  which  beneficiary  or  beneficiaries  might  otherwise  be  entitled  to. 
The  cremation  of  the  body,  except  as  herein  provided,  shall  be  a  condition 
precedent  to  creating  any  obligation  on  the  part  of  the  society." 

The  only  exception  is  the  case  of  a  death  at  sea  where  crema- 
tion would  be  impossible.  Proof  of  such  conditions  entitles  the 
beneficiary  to  receive  the  death  benefit. 

The  maximum  and  minimum  benefit  is  $100.  In  Greater 
New  York  and  vicinity  the  cost  of  cremation  is  paid  by  the  so- 
ciety direct  to  the  crematory,  the  remainder  of  the  benefit  being 
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paid  to  the  beneficiary.  Elsewhere  the  $100*  is  paid  direct  to 
the  beneficiary,  upon  sufficient  proof  of  death  and  cremation. 
The  cost  of  cremation  is  usually  about  $20. 

Membership 

Both  men  and  women  from  18  to  59  years  of  age  and  of  good 
moral  character  are  eligible  to  membership. 

The  society  has  88  branches  in  13  states,  including  New  York, 
and  the  total  membership  on  March  31,  1914,  was  5,100,  repre- 
senting insurance  to  the  amount  of  $510,000. 


BUFFALO  POLICE  MUTUAL  AID  AND  BENEFIT 

ASSOCIATION 

Buffalo,  N.  Y. 

Examined  to  ascertain  condition  December  31,  1914. 

Report  dated  March  10,  1914. 

Examiners:  Clarence  J.  Norton  and  J.  F.  Tucker. 

Ledger  Assets 

Cash  in  banks $60,225  66 

Cash  in  office 9  96 

Total  ledger  assets $60,  235  51 

'Non-Ledger  Assets 
Due  from  annual  ball 85  00 

Gross  assets $60, 320  51 

Liabilities 
Commissions  due  collectors 17  00 

Balance  of  assets  over  liabilities $60, 303  51 

A  statement  of  the  income  and  disbursements  for  the  year 
ending  December  31,  1913,  is  as  follows: 
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Balance  ledger  assets  December  31,  1912 $64,  584  27 

Income 

Assessments  and  fees $8,  481  00 

Interest  on  bank  deposits 2, 328  02 

Net  receipts  from  annual  ball 13, 102  22 

Total  income 23. 91 1  24 

Total    $88,  495  61 

Disbursements 

Death  claims  $27,  500  00 

Floral  tributes 180  00 

Salaries  of  officers 400  00 

Bonds  of  officers 25  00 

Legal  services    5  00 

Printing  and  postage 50  00 

Donation  ; . .  100  00 

m 

Total  disbursements 28,  260  00 

Balance  ledger  assets  December  31,  1913 $60,  235  51 

Funds 

The  society  maintains  two  funds,  viz.,  the  mortuary  fund  and 
the  expense  fund. 

Mortuary  Fuyid:  This  fund  is  credited  with  all  moneys  col- 
lected  by  assessments,  the  net  receipts  of  the  annual  entertain- 
ment, the  interest  accruing  from  the  funds  of  the  association  on 
deposit,  and  donations.  As  its  name  implies,  it  is  used  only  in 
paying  the  death  claims  of  members. 

The  statement  of  the  income  and  disbursements  of  this  fund 
for  the  year  ending  December  31,  1913,  is  as  follows: 

Balance  December  31,   1912 $64,  293  52 

Income 

Assessments    $8. 207  50 

Interest  on  bank  deposits 2 ,  328  02 

Annual  ball   10,491  87 

Souvenir  book   2.174  60 

Total  income    23,  201   0!) 

Total $87,  495  51 
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Disbursements 
Death  claims   $27,  500  00 


Balance  December  31,  1913 $50,995  51 


Expense  Fund:  This  fund  is  maintained  by  various  fees. 
Section  3  of  article  6  of  the  constitution  provides  that  the  credits 
to  this  fund  shall  not  exceed  $1,000  in  any  one  year.  In  order  to 
bring  the  revenues  up  to  this  figure  it  is  necessary  to  transfer 
from  the  mortuary  fund  a  certain  amount  of  the  profits  from 
entertainments,  etc. 

A  statement  of  the  income  and  disbursements  of  this  fund  for 
the  year  ending  December  31,  1913,  is  as  follows: 

Halaiue  DeciMiil^er  31,  1012 $290  75 

Income 

Initiation,  reinstatement  and  certificate  fees..  $273  50 

Transferred   from   mortuary   fund   on   account 

of  annual  ball  receipts 435  75 

Total  income    709  25 

Total $1,  000  00 

Disbursemeyiis 
Total   expenses   of   management 760  00 


Balance  December  31,   1913 $240  00 


Assets 

The  assets  of  this  association  consist  entirely  of  cash,  practically 
all  of  which  is  deposit^^d  in  two  banks;  such  assets,  upon  the  date 
of  this  examination,  were  verified  by  certificates  from  the  bank- 
ing institutions  and  reconciled  with  the  society's  records.  All 
deposits  draw  interest  at  the  rate  of  4  per  cent,  on  quarterly 
balances,  and  each  l)ank  gives  a,  surety  bond  insuring  the  safety 
of  the  deposit  up  to  $25,000. 

Under  the  circumstances  it  would  seem  that  this  arrangement 
is  better  than  to  make  investments  in  securities,  at  least  until  the 
assets  are  larger  and  the  organization  is  better  equipped  to  pass 
upon  proper  securities  for  investments. 
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Income  and  Disbursements 

The  interest  receipts  were  verified  from  the  bank  pass  books, 
and  the  income  from  assessments,  from  the  record  of  members 
in  good  standing  during  each  quarter. 

There  are  no  papers  filed  with  death  claims,  save  a  certificate 
from  a  committee  of  three  members  whose- duty  it  is  to  personally 
investigate  each  death  and  report  the  same  in  writing  to  the 
treasurer.  The  death  claims  paid  for  the  year  were  verified  from 
such  certificates,  together  with  the  canceled  checks  on  file. 

Organization 

This  association  commenced  business  in  1891.  It  admits  to 
membership  any  male  member  of  the  Buffalo  Police  Department 
under  thirty-five  years  of  age  whose  name  appears  on  the  perma- 
nent payroll  of  the  department  and  who  furnishes  a  police 
surgeon's  certificate  of  good  health.  This  law  has  been  suspended 
to  the  extent  that  the  mayor  of  the  city  of  Buffalo  may  become 
eligible;  also  the  commissioner  of  police,  regardless  of  age. 

Nearly  all  the  present  members  of  the  police  force  of  Buffalo 
are  members  of  the  association,  and  we  find  that  the  by-laws 
provide  that  they  may  continue  as  such  even  if  their  employment 
in  the  Police  Department  ceases,  provided  they  continue  to  pay 
the  regular  assessments. 

The  local  precincts  of  the  department  constitute  the  subordinate 
lodges,  and,  under  the  rules,  all  assessments  are  collected  by  the 
precinct's  treasurer  and  turned  over  to  the  general  treasurer 
within  three  days  after  the  date  upon  which  said  assessments  are 
ordered  paid. 

Rates  and  Benefits 

Certificates  are  issued  to  each  member  for  one  amount,  viz., 
$1,250.  This  sum  is  payable  only  in  the  event  of  dealih.  No 
disability  benefits  are  allowed,  but  section  4  of  article  8  provides 
that  any  member  who  may  become  temporarily  embarrassed, 
through  illness  or  other  cause,  so  as  to  be  unable  to  pay  his  assess- 
ments as  provided,  may  be  granted  an  extension  by  the  general 
committee,  provided  that  all  suspended  assessments  shall  be 
deemed  a  lien  upon  the  policy  of  the  member  and  shall  be  de- 
ducted from  the  amount  of  the  benefit  before  payment  is  made. 
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The  regular  initiation  fee  is  $5,  but,  in  the  event  a  member 
fails  to  affiliate  with  the  society  during  his  first  year  on  the  police 
force,  the  constitution  provides  that  he  must,  at  the  time  of  admis- 
sion, pay  an  additional  $10  for  each  year  or  part  of  a  year 
succeeding  his  appointment  in  which  he  fails  to  become  a  mem- 
ber of  the  association. 

Assessments  upon  all  members,  regardless  of  age,  amount  to 
$2.50  for  each  death,  but  the  constitution  provides  that  not  more 
than  four  shall  be  called  in  any  one  year. 

The  following  table  shows  the  membership  on  December  Slst, 
the  assessments  received,  number  of  deaths  incurred  and  the 
amount  of  death  claims  incurred  in  each  year  for  the  last  ten 
years : 

Amount  of 
Anftisments  DeaUu  Death  Claimt 

Memberthip  Dec.  51  Reeeind  Innared  Incurred 

1904  735  $7,  312  00  7  $8,  750  00 

1905  746  7,327  50  13  16,250  00 

1906  770  7.620  00  11  13,750  00 

1907  782  7,  680  00  10  12, 500  00 

1908  808  7, 805  00  13  16,250  00 

1909  808  8,047  50  11  13,750  00 

1910  812  8,060  00  17  21,250  00 

1911  818  8,117  50  15  18,760  00 

1912  822  8,165  00  17  21,250  00 

1913  816  8.207  50  21  26,250  00 

It  will  be  noted  that  the  assessments  collected  have  not  been 
sufficient  to  pay  the  death  claims.  The  difference  has  been  made 
up  by  the  receipts  from  an  annual  ball  and  by  interest  received 
on  bank  deposits. 

The  death  claims  for  the  year  1913  were  the  heaviest  in  the 
history  of  the  society  and  the  reserve  was  therefore  somewhat 
reduced. 

Although  the  general  committee  is  empowered  by  the  con- 
stitution to  increase  the  number  of  assessments  in  their  discre- 
tion, they  preferred  that  the  matter  should  be  acted  upon  by  the 
members.  The  latter  therefore  voted  upon  the  matter  in  the 
month  of  January,  1914,  and  we  are  informed  that  a  resolution 
increasing  the  assessments  to  six  each  year  was  carried  by  a 
small  majority,  and  that  the  general  committee  will  therefore 
order  such  extra  assessments  during  the  present  year. 
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Anniuil  Ball 

One  of  the  features  of  this  association,  as  above  referred  to, 
is  the  ball  which  is  given  each  year,  from  which  is  derived  a 
large  revenue.  The  net  receipts  of  the  one  held  in  1913  aTuounted 
to  $13,102.22.  This  included  the  sum  of  $2,174.60  received  on 
account  of  a  souvenir  book  which  was  issued  in  connection  w^ith 
the  entertainment. 

Audits 

We  find  that  periodical  audits  are  made  of  the  accounts  of 
this  association  by  the  Board  of  Trustees. 

Officers 
The  present  officers  of  the  association  are  as  follows : 

President Michael  Regan 

Secretary Timothy  J.  Canty 

Treasurer Thomas  O'Brien 

The  secretary  receives  $100  and  the  treasurer  $300  per  annum. 
The  latter  is  bonded  for  $10,000. 

Membership  and  Insurance. 
The  number  of  members  December  31,   1913,  was  approxi- 
mately 816,  and  the  total  amount  of  insurance  outstanding  w^as 
$1,020,000. 


STTPKEME    COUNCIL,    CATHOLIC    BENEVOLENT 

LEGION 

Brooklyn,  N.  Y. 

Examined  to  ascertain  condHion  October  31,  1913. 
Report  dated  December  22,  1913. 
Examiner:  John  E.  Diefendorf, 

Ledger  Assets 

Book  value  of  bonds $529,  624  66 

Cash    in   banks 59,426  80 

Total   ledger   assets $589.  051  35 
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Non-ledger  Assets 

Interest  accrued    $8,  533  64 

AsseBsments  in  process  of  collection  by  subor- 
dinate councils,  not  yet  turned  over  to  su- 
preme  body    14,  930  03 

Total   non-ledger   assets $23,  463  67 

Gross  assets   $012, 515  02 

Assets  Not  Admitted 
Hook  value  of  bonds  over  market  value 17,  464  66 

Total    admitted    assets $595,  060  36 

Liabilities 

heatli    claims    resisted $8,  000  00 

Death    claims    unadjusted 22,  000  00 

Disability   claims    3, 424  38 

Total   claims    $33,  424  38 

Miscellaneous  current   bills 85  95 

Assessments   paid   in   advance 174  30 

Total  lial>ilities    (not  including  reserve  on  certificates)..  33,684  63 

Balance  to  protect  outstanding  contracts $561.  375  73 

A   statement   of   the   income   and   disbursements   for   the  tea 
months  ending  October  Jil,  1913,  is  as  follows: 

Balance  ledger  assets  December  31,  1912 $519.  977  37 

Income 

Assessments $513, 347  97 

Dues  and  per  capita  tax 14,  941  78 

Certificate   fees    726  60 

Fines,   etc 376  40 

Total  income  from  members $529,  391  65 

Interest  accrued  on  bonds  purchased 14,  320  75 

Miscellaneous 1,  173  54 

1  otal  income    544, 885  94 

Total    $1,  064.  863  31 
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Diahursements 

Death  claims   $447, 317  71 

Disability  claims    12,  101  99 

Total  payments  to  members $459,  419  70 

Salaries  o|  officers 4,909  80 

Salaries  of  office  employees 3,  718  00 

Compensation  of  committees 24o  00 

Management  and  miscellaneous 6,  545  84 

Annual  meeting 881  83 

Loss  on  maturity  of  bonds 1  79 

Total  disbursements  $475,  811  96 

Balance  ledger  assets  October  31,  1913 $589,  061  36 

A  statement  of  the  income  and  disbursements  of  the  society^s 
funds  for  the  period  covered  by  this  examination  is  as  follows: 

Benefit  Fund 
Balance  December  31,  1913 $517, 307  14 

Income 

Assessments $513,  347  97 

Interest 14, 177  07 

Increase  by  adjustment  in  book  value  of  bonds.  25  00 

Total  income 527,  650  04 

Total    $1, 044,857  18 

Disbursements 

Total   claims   paid $459,  419  70 

Transferred  to  general  fund,  representing  inter- 
est on  bank  deposits 2,  537  48 

Loss  on  maturity  of  bonds 1  79 

Total   disbursements 461,  958  97 

Balance  October  31,  1913 $582, 898  21 

Expense  Fund 
Balance  December  31,  1912 $2.  670  23 
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Income 

DueB,  per  capita  tax,  certificate  fees,  fines,  etc.  $16,043  OS 

Lodge  supplies  and  bulletins 1, 148  54 

Interest  on  bank  deposits 143  68 

Transferred  from  benefit  fund,  representing  in- 

terest  on  bank  deposits 2, 537  48 

Total  inc6me   $19,  873  38 

Total    $22,  643  61 

DisbursementM 
Total  expenses  of  management 16,  390  47 

Balance  October  31,  1913 $6, 153  14 


Recapitulation  of  Fund  Balances  October  31,  1913 

Benefit $582,898  21 

Expense    6, 153  14 


Total  ledger  assets $589,  051  3o 


Organization  and  Plans 

This  organization  was  incorporated  as  a  fraternal  beneficiary 
society  in  September,  1881,  and  commenced  business  on  October 
12th  of  the  same  year.  It  accepts  as  members  males  of  the 
Roman  Catholic  faith  exclusively,  between  the  ages  of  sixteen  and 
fifty-five.  The  society  is  composed  of  the  supreme  council,  state 
councils  and  subordinate  councils.  State  councils  may  be  in- 
stituted in  states,  territories,  districts  or  counties  where  five  or 
more  subordinate  councils  are  in  good  standing  with  a  total 
membership  of  not  less  than  250.  They  enact  laws  for  their  own 
government,  subject  to  the  approval  of  the  supreme  council; 
establish  subordinate  councils;  enact  laws  for  the  government 
thereof,  within  their  respective  jurisdictions,  in  conformity  with 
the  constitution,  laws  and  usages  of  the  supreme  council,  and  have 
general  supervision  of  the  society,  within  their  respective  juris- 
dictions, but  they  have  no  control  of  the  benefit  fund. 

29 
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Subordinate  councils  may  be  organized  and  exist  independently 
of  a  State  council,  in  which  case  they  are  in  all  respects  directly 
under  the  supervision  of  the  supreme  council.  Members  are 
required  to  join  the  society  through  the  subordinate  councils,  but 
should  a  council  disband  the  members  thereof  may  join  some  other 
council,  or  become  members  at  large  and  pay  their  assessments 
direct  to  the  supreme  body. 

There  were  5  State  councils  and  354  subordinate  coimcils  in 
good  standing  on  date  of  this  examination,  with  a  total  member- 
ship of  approximately  16,644. 

CertificcUes 

The  society  issues  but  one  form  of  certificate  in  amounts,  at 
the  present  time,  ranging  from  $260  to  $3,000.  Prior  to  July  1, 
1901,  certificates  for  $4,000  and  $6,000  were  also  issued,  of  which 
some  are  still  in  force. 

All  certificates  provide  for  the  payment  of  the  face  amount 
thereof-  in  the  event  of  death,  and  for  one-half  such  amount, 
as  a  permanent  disability  benefit,  under  the  following  conditions : 

The  member  must  have  reached  the  age  of  expectancy,  as 
determined  by  a  specified  table ;  he  must  be  permanently  disabled 
from  attending  to  his  business  and  gaining  a  livelihood;  he  must 
be  destitute  of  the  means  of  support 

The  remaining  half  of  the  certificate  after  such  disability 
benefit  has  been  paid  may  be  continued  in  force  and  paid  upon 
the  death  of  the  member,  in  consideration  of  the  payment  of  the 
regular  assessments.  Any  outstanding  liens  against  the  certifi- 
cates are  deducted  from  the  amount  of  the  disability  benefit 

Raies 

The  assessment  rates  of  this  society  for  the  benefit  funds  were 
largely  increased  in  September,  1904.  It  was  clearly  shown  at 
that  time  that  a  general  readjustment  was  absolutely  necessary  if 
the  society  was  to  continue  in  business.  The  new  rates  adopted 
were  computed  by  a  well  known  actuary  and  are  based  upon  the 
experience  of  the  society  from  its  organization  in  1881  until  the 
time  of  readjustment  I  find  that  they  are  higher  than  those 
computed  on  the  National  Fraternal  Congress  Table  of  Mortality 
with  4  per  cent  interest  assumption. 
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When  the  said  readjustment  took  place  members  were  allowed 
the  choice  of  two  options  in  the  payment  of  the  new  assessment 
rates,  as  follows: 

1.  They  could  continue  to  pay  the  new  rate  at  age  of  entry, 
by  having  charged  against  the  certificate  the  amount  of  reserve 
which,  according  to  the  table,  would  have  been  accumulated  had 
the  new  rate  been  in  effect  from  the  beginning. 

2.  They  could  pay  the  new  rate  at  attained  age  as  of  July  1, 
1904. 

Members  choosing  the  latter  option  could,  in  lieu  of  paying  the 
full  assessments  in  cash,  have  half  charged  against  the  certificate 
as  a  lien  and  pay  the  other  half  in  cash.  This  privilege  was  dis- 
continued in  September,  1908,  since  which  time  all  members 
have  paid  their  full  assessments  in  cash.  All  liens,  whether  on 
account  of  the  first  or  second  option,  draw  interest  at  4  per  cent, 
which  is  collected  with  the  assessments  levied. 

Reserves 

It  appears  that  when  the  said  readjustment  took  place  a  con- 
tract was  entered  into  with  the  members  to  accumulate  and  main- 
tain the  necessary  reserve  to  continue  the  certificates  in  force, 
by  virtue  of  the  following  section,  which  was  added  to  the  con- 
stitution and  laws  of  the  society: 

"  Sec.  5.  A  reserve  shall  be  accumulated  and  maintained,  upon  the  follow- 
ing basis,  viz:  for  each  certificate  in  force  on  July  1st,  1004,  the  net  ultimate 
reserve  thereon  by  the  Catholic  Benevolent  Legion  Experience  Table  and 
interest  at  4%  per  annum;  and  for  each  certificate  thereon  issued  the  net 
select  and  ultimate  reserve  thereon  by  the  said  table  and  interest  at  4%  per 
annum.  Such  reserves  shall  be  sufficient  by  the  aforesaid  standards,  together 
with  the  ultimate  net  premiums,  fixed  by  the  ages  on  July  Ist,  1904,  for 
members  on  that  date,  if  under  age  70,  and  by  age  70  if  age  70  or  over, 
and  fixed  by  ages  last  birthday  upon  admission  for  members  admitted  after 
July  1st,  1904,  to  keep  these  rates  level  throughout  life  and  to  assure  the 
payment  of  all  benefits.  Each  member  must  maintain  to  his  credit  a  net 
balance  at  least  equal  to  the  reserve  upon  his  certificate;  any  deficiency  shall 
be  a  lien  upon  a  member's  insurance,  accumulating  at  4%  interest,  com- 
pounded annually,  until  the  same  is  made  good." 

The  reserve  liability  under  this  provision  of  the  by-laws  should 
therefore  be  calculated  and  entered  in  the  statement  of  liabilities, 
thus  showing  the  true  condition  of  the  society  upon  this  examina^ 
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tiou.  However,  to  ascertain  the  same  at  this  time  would  eonsmne 
so  much  time  and  prove  so  expensive  to  the  society  that  I  have, 
in  view  of  the  fact  that  the  society's  actuary  has  computed  the 
said  liability  on  all  outstanding  certificates  as  of  December  31, 
1912,  and  filed  a  report  thereof  with  this  department  in  accord- 
ance with  law ;  and  also  in  view  of  the  fact  that  such  computation 
will  again  be  required  as  of  December  31,  1913,  considered  that 
an  exhibit  herein  of  the  condition  of  the  society,  with  respect  to 
the  total  assets  and  liabilities  as  of  December  31,  1912,  would  be 
sufficient  to  reflect,  at  least,  the  approximate  condition  at  this 
time. 

I  find  that  the  total  assets  actually  collected  on  the  date  last 
above  mentioned,  including  the  value  of  said  liens,  was  $856,- 
771.47,  while  the  reserve  shown  by  the  report  of  the  society's 
actuary,  based  on  the  National  Fraternal  Congress  Table  of  Mor- 
tality, is  given  as  $1,484,097.  The  losses  unpaid  on  said  date 
amounted  to  $40,500.  It  is,  therefore,  apparent  that  the  society, 
on  December  31,  1912,  had  total,  assets  on  hand  amounting  to 
approximately  56  per  cent  of  the  total  liabilities,  including  the 
said  reserve. 

The  reserve  liability  computed  by  the  actuary  on  the  basis  of 
the  table  of  mortality  adopted  by  the  society  in  readjusting  its 
rates,  is  given  as  $2,643,771.  On  this  standard  it  held  assets 
amounting  to  about  32  per  cent,  of  the  total  outstanding  liabilities, 
including  reserve. 

This  condition  is  due  partly  to  the  fact  that  at  the  time  the 
readjustment  in  rates  was  made  there  was  liability  for  accrued 
claims  amounting  to  about  $183,000,  and  this  has  been  liquidated 
by  the  reserves  collected  from  the  members  since,  which  would 
otherwise  have  been  set  aside  to  the  credit  of  the  certificates 
still  outstanding.  Moreover,  the  mortality  experienced  since  re- 
adjustment has  been  tremendously  heavy  due  to  adverse  selection 
by  reason  of  the  heavy  loss  of  members  at  that  time. 

Funds 

The  Legion  maintains  three  separate  funds,  viz:  benefit,  gen- 
eral and  legion  maintenance  and  extension.  The  benefit  fund 
is  used  for  the  pajonent  of  claims,  and  the  general  fund  for  ex- 
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penses.  The  original  purpose  of  the  maintenance  and  extension 
fund  was,  as  its  name  implies,  the  general  upbuilding  of  the 
society.  Its  only  income  is  a  semi-annual  payment  by  members 
of  sixteen  cents  per  thousand  of  insurance  in  force,  and  interest 
on  checking  account.  The  general  fund  having  proved  inadequate 
for  the  payment  of  running  expenses,  the  maintenance  and  ex- 
tension fund  is  now  used  for  that  purpose.  As  there  is  now  no 
distinction  between  the  uses  of  these  two  funds,  they  have  been 
combined  for  the  purposes  of  this  report  under  the  heading  of 
"  Expense  Fund." 

With  the  exception  of  that  portion  required  for  the  payment 
of  current  claims,  the  benefit  fund  is  kept  invested  in  registered 
bonds. 

Per  Capita  Tax,  Fees,  Etc. 

The  per  capita  tax  is  60  cents  per  year,  payable  semi-annually. 
For  a  new  certificate  the  member  must  pay  $1,  and  for  a  changed 
one,  60  cents. 

Members  at  large  pay  $4  yearly  dues  and  no  per  capita  tax. 
At  the  time  of  becoming  members  at  large  they  must  pay  $1 
each  for  a  card  which  entitles  the  holder  to  visit  any  subordinate 
council. 

Expense  of  Management 

The  ratio  of  expense  of  management  to  income  from  members 
of  the  society  is  comparatively  low.  I  find  the  same  to  be  ap- 
proximately 3  per  cent,  for  the  period  of  this  examination  and 
the  same  for  the  year  1912.  This  condition  merits  strong  com- 
mendation. 

Salaries 
The  following  annual  salaries  are  paid  officers : 

Richard  B.  Tippett,  President $2,000  00 

John  D.  Carroll,  Treasurer 2, 000  00 

John  E.  Dunn,  Secretary 2,  000  00 

The  members  of  the  finance  and  law  committees  each  receive 
$5  per  day,  while  such  boards  are  in  session. 
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SUPREME    COUNCIL   OF    THE   CATHOLIC    MUTUAL 

BENEFIT  ASSOCIATION 

HOBNBLL,    N.    Y. 

Examined  to  ascertadn  condition  December  31,  1912. 

Report  dated  June  11,  1913. 

Examiners:  J,  L.  Train  and  Clarence  J.  Norton, 

Financial  Condition 

A  statement  of  the  income  and  disbursements  for  the  year 
ending  December  31,  1912,  and  the  assets  and  liabilities  on  gaid 
date  is  as  follows: 

Balance  ledger  assets  December  31,  1911,  as  per  association's 
records $2,207,412  91 

Income 

Assessments,  fees,  dues  and  per  capita  tax $1, 405, 601.  51 

Membership  fees  33  00 

Dues  and  per  capita  tax 18, 780  25 

$1,424,414  76 
Deduct  payments  returned  to  applicants   and 
members 230  40 

Net  amount  received  from  members $1 ,  424, 184  36 

Interest  from  all  sources 97, 143  26 

Rent 281  50 

Sale  of  lodge  supplies 3,583  65 

Official  bulletin  14,839  80 

Miscellaneous 1, 362  78 

Total  income   1,  641,  395  36 

Total $3,  748,808  2C 

Disbursements 

Death  claims  $1,652, 840  37 

Organizing  expenses 6, 943  42 

Salaries  of  officers 7, 900  00 

Salaries  of  office  employees 3, 856  21 

Traveling  and  other  expenses  of  officers,  trus- 
tees and  committees , 1,  7^6  57 
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Official  bulletin  $8, 461  43 

Expense  of  supreme  lodge  conyention 4,158  94 

Legal  expenses  757  52 

Management  and  miscellaneous 5, 601  64 

Accrued  interest  on  bonds   ($83.25)   and  mort- 
gages  ($186.25)    purchased   269  50 

Balances  in  defunct  bank  charged  off 1,267  07 

Decrease  by  adjustment  in  book  value  of  bonds 

from  cost  value  to  par 1 ,256  10 

Total  disbursements $1, 595, 097  77 


Balance  December  31,  1912 $2, 153,710  49 

Ledger  Assets 

Book  value  of  real  estate $7, 931  03 

Mortgage  loans  on  real  estate,  first  liens 1,034, 342  00 

Book  value  of  bonds 907, 110  00 

Deposited   in   banks   and  trust  companies   on 

interest 203, 140  80 

Cash  with  treasurer  and  deposited  in  bank 1, 186  66 

Total  ledger  assets $2, 153, 710  49 

Not^Lcdger  Assets 
Interest  due  ($473.50)  and  accrued  ($8,045.98) 

on  mortgage  loans $8, 519  48 

Interest  accrued  on  bonds 12, 634  16 

Interest  accrued  on  bank  balances 276  19 

Market  value  of  bonds  over  book  value 10, 754  90 

Assessments  actually  collected  by  subordinate 
branches,  not  yet  turned  over  to  supreme 

lodge 116,716  97 

Dues  for  per  capita  tax,  supplies,  etc 16, 425  97 

Total  non-ledger  assets 165,  327  67 

Gross  assets $2,  319,038  1^ 

Liahilities 

Death  claims  $235,363  55 

Salaries,  expenses,  commissions,  etc 821  69 

Total  liabilities 236, 186  24 

Balance  December  31,  1912 $2, 082, 852  92 

Assets 
The  constitution  and  by-laws  provide  that  the  supreme  and 
grand  councils  shall  be  the  custodians  of  the  reserve  fund  ac- 
cumiilating  in  their  respective  jurisdictiona.     In  holding  such 
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assets  the  trustees  of  the  grand  councils  act  as  trustees  of  the 
supreme  council.  In  those  states  which  are  not  organized  into 
grand  councils  the  local  branches  remit  their  assessments  directly 
to  the  supreme  council  and  the  latter  retains  control  of  all  in- 
vestments made  therefrom. 

On  December  31,  1912,  the  assets  in  the  reserve  fund  were 
distributed  as  follows: 

In  New  York  Grand  Council: 

Mortgages  on  real  estate $677,  242  00 

Bonds 300, 805  00 

Real  estate  owned 6,636  29 

Cash  in  banks 44,216  63 

$1,  028,  899  92 

In  Pennsylvania  Grand  Council: 

Mortgages  on  real  estate $95,  600  00 

Bonds 373,200  00 

Real  estate  owned 1 ,  294  74 

Cash  in  banks 34,614  03 

604,  708  77 

In  Michigan  Grand  Council: 

Mortgages  on  real  estate $103,  300  00 

Bonds 112.  500  00 

Cash  in  banks 63,217  00 

279,017  00 

In  Ohio  Grand  Council: 

Mortgages  on  real  estate $119,400  00 

Bonds 85,  605  00 

Cash  in  banks 19.  738  47 

224, 743  47 

In  Kansas  Grand  Council: 

Mortgages  on  real  estate $28,800  00 

Cash  in  banks 5, 160  71 

33,960  71 

In  Quebec  Grand  Council: 

Bonds $10,  000  00 

Cash  in  banks 16,  332  03 

26,332  03 

In  Massachusetts  Grand   Council : 

Mortgages  on  real  estate $10,000  00 

Cash  in  banks 3,098  65 

13,098  ff5 

In  Supreme  Council: 

Bonds $25,  000  00 

Cash  in  banks 16,  763  28 

41,763  28 

Total $2, 152,523  83 
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During  the  course  of  this  examination  we  examined  and  veri- 
fied the  assets  held  by  the  grand  councils  of  the  following  states : 
New  York,  Pennsylvania,  Ohio,  Michigan  and  Kansas  and  also 
those  held  by  the  supreme  council.  We  obtained  from  the  secre- 
taries of  the  Massachusetts  and  Quebec  grand  councils  affidavits 
verifying  the  correctness  of  the  statements  made  by  such  coun- 
cils to  the  supreme  council,  and  included  in  the  reports  made  to 
the  various  insurance  departments. 

Real  Estate 

The  association  owns  five  parcels  of  real  estate  located  in  the 
states  of  New  York  and  Pennsylvania,  acquired  through  mort- 
gage foreclosure  of  property  on  which  it  had  made  loans.  The 
cost  of  this  property  aggregates  the  sum  of  $7,931.03.  During 
the  year  1912,  the  association  received  the  sum  of  $286.12  as 
gross  rental  for  this  property  and  expended  thereon  the  sum  of 
$155.74. 

An  appraisal  of  the  real  estate  made  by  the  association  shows 
the  total  market  value  as  $12,200.  As  the  net  income  during 
the  said  year  from  such  property  amounted  to  only  $130.38  it 
is  obvious  that  it  is  not  a  very  profitable  investment.  We  would 
therefore  recommend  that  this  property  be  sold  as  soon  as  prac- 
ticable. Under  the  circumstances  we  have  allowed  no  credit  for 
the  appraised  value,  above  shown,  over  the  cost  value  in  the 
statement  of  this  report. 

Mortgage  Loans 

The  association  has  loaned  $1,034,342,  secured  by  161  mort- 
gages on  real  estate  located  within  the  jurisdiction  of  the  several 
grand  councils.  In  1909  this  Department  made  appraisals  and 
examined  the  titles  of  sixteen  of  the  properties  still  held.  The 
recommendations  made  at  that  time  as  to  the  reduction  of  cer- 
tain of  the  loans  have  been  followed  by  the  management.  None 
of  the  other  properties  has  been  examined  or  the  title  examined. 

Bonds 

The  bonds  owned  were  counted  and  examined.  The  market 
value  thereof  was  taken  from  value  adopted  by  the  National 
Convention  of  Insurance  Commissioners.     We  have  carried  as  a 
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non-ledger  asset  the  sum  of  $10,754.90,  being  the  market  value 
of  bonds  over  book  value.  Under  its  system  of  accounting,  the 
association  adjusts  the  book  value  of  its  bonds  to  agree  with 
the  par  value  thereof.  It  is  suggested  that  in  those  states  when 
the  grand  councils  do  not  require  all  bonds  to  be  registered,  thej 
be  safeguarded  to  the  extent  at  least  that  access  thereto  cannot 
be  had  unless  two  trustees  are  present. 

LidbiUties 
Death  Claims: 

In  its  annual  statement  to  the  Department  the  association  re- 
ported as  the  total  unpaid  death  claims  $208,863.55.  We  have 
increased!  such  liability  by  $26,500,  consisting  of  notices  of 
deaths  occurring  prior  to  December  31,  1912,  but  not  received 
by  the  supreme  council  until  after  it  had  prepared  its  state- 
ments to  the  Insurance  Departments.  The  association  pays  its 
adjusted  death  claims  before  they  are  due.  The  resisted  claims 
are  contested  mainly  for  the  following  reasons: 

(1)  Suspension  of  the  member; 

(2)  The  claim  that  the  assured  was  over  50  years  of  age  when 
admitted. 

(3)  Suicide,  and 

(4)  Intoxication. 

There  is  no  doubt  that  if  a  member  is  admitted  who  is  over 
the  insurable  age  permitted  by  the  by-laws,  his  beneficiary  has 
no  valid  claim  against  the  association,  if  such  member  repre- 
sented himself  to  be  within  the  age  limitation.  We  believe,  how- 
ever, that  in  such  cases  the  association  should  return,  or  offer 
to  return  to  the  beneficiary  the  amount  of  the  assessments  paid 
in  by  such  member,  on  the  ground  that  at  no  time  did  it  assume 
any  liability  under  the  contract. 

Statement  of  Funds 
General  Fund: 

Each  member  upon  initiation  pays  a  fee  of  fifty  cents,  and 
all  members  are  required  to  pay  a  yearly  per  capita  tax  of  sev- 
enty-five cents  to  the  grand  council,  if  the  branch  in  which  they 
are  affiliated  is  under  the  supervision  of  such  body. 
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The  grand  councils  pay  to  the  supreme  council  40  per  cent, 
of  the  per  capita  tax  received  by  them,  and  retain  the  balance  of 
such  f unds^  p&yiBg  therefrom  their  own  expenses)  injcluding 
salaries  of  officers,  organization  and  convention  expenses.  No 
accounting  of  such  moneys  is  required  to  be  made  to  the  supreme 
counciL 

In  addition  to  the  40  per  cent  per  capita  tax  received  from 
the  grand  councils,  the  supreme  council  receives  the  initiation 
fee  and  per  capita  tax  of  the  members  in  the  scattered  branches 
of  the  states  where  no  grand  council  has  been  organized.  It  also 
receives  as  a  source  of  revenue  to  this  fund  approximately  six 
cents  per  member  for  the  official  publication,  and  also  the  profit 
on  the  sale  of  office  supplies,  interest  on  the  general  fund  bank 
balances  and  reinstatement  fees. 

The  supreme  council  pays  from  the  funds  in  its  hands  the 
salaries  of  its  officers  and  employees,  office  rent,  supreme  council 
convention  expenses,  office  expenses  and  also,  under  authority 
from  the  supreme  trustees,  reimburse  the  grand  councils  for 
part  of  their  organization  expenses. 

A  statement  of  the  general  fund  for  the  year  ending  December 
31,  1912,  is  as  follows: 

Balance  December  31,  1911 $1,768  49 

Income 
MiBcellaneouB  items  38, 518  61 

Total $40, 287  00 

Disbursements 
Expenses  of  management 39,  308  99 

Balance  December  31,  1912 '  $978  01 


Beneficiary  Fund 

This  fund  is  maintained  by  90  per  cent,  of  the  regular  periodi- 
cal contributions  of  members,  and  is  available  immediately  for 
the  payment  of  death  claims. 

A  statement  of  this  fund  for  the  year  ending  December  31, 
1912,  is  as  follows: 
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Balance  December  31,  1011 $19, 306  43 

Income 

Assessments  . ' $1, 267, 145  17 

Transferred  from  reserve  fund 268,  770  40 

Conscience  money   67  42 

Total  income 1,  535,  972  99 

Total $1,555,279  42 

Disbursements 
Death  claims   1,655, 070  77 

Balance  December  31,  1912 $208  65 


Reserve  Fund 

Ten  per  cent  of  the  total  of  each  and  every  monthly  ^yene- 
ficiary  payment  collected  from  the  members  of  this  association 
is  credited  to  the  reserve  fund  account  and  placed  in  the  con- 
trol of  either  the  grand  council  trustees  or  the  supreme  council 
trustees,  as  explained  more  fully  in  a  later  paragraph  on  organi- 
zation and  government.  The  interest  on  all  investments  of  this 
fund  is  also  an  additional  source  of  revenue. 

This  fund  can  be  used  only  for  the  payment  of  death  claims, 
and  can  be  drawn  on  subject  to  the  call  of  the  supreme  president 
and  supreme  recorder  whenever  the  balance  in  the  beneficiary 
fund  falls  below  $50,000. 

The  following  transfers  have  been  made  from  the  reserve  to 
the  beneficiary  fund: 

Year  Amount 

1904  $164,  500  00 

1909  100, 000  00 

1910 200,000  00 

1911  . . . ! 200,000  00 

1912  268, 770  40 

The  1912  call  was  for  $300,000,  the  amount  stated  above  being 
paid  by  the  grand  councils  prior  to  December  31,  1912. 

The  proportion  of  the  total  amount  of  each  call  to  be  paid 
by  each  of  the  grand  councils  is  based  upon  the  amount  of  the 
reserve  fund  assets  held  by  each  jurisdiction. 

A  statement  of  the  reserve  fund  for  the  year  ending  December 
31,  1912,  is  as  follows: 
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Balance  Deeember  31,  1911 $2, 186,  337  99 

Income 

Assessmenta,  10%    $140, 656  34 

Interest 97, 062  19 

Miscellaneous 286  12 

Total  income   237, 904  65 

Total $2,  424, 242  64 

Disbursements 

Transferred  to  beneficiary  fund $268,770  40 

Taxes,  repairs  and  other  expenses 155  74 

Interest  on  bonds  and  mortgages  purchased . . .  269  50 

Balances  in  defunct  bank  charged  off 1, 267  07 

Adjustment  of  book  value  of  bonds  to  par 1,256  10 

Total  disbursements 271,718  81 


Balance  December  31,  1912 $2, 152,523  83 


Organization  and  Oovemment 

Under  section  2  of  the  act  incorporating  this  association,  the 
supreme  council  was  given  power  to  institute  and  control  such 
grand  councils  and  branches  as  it  sees  fit  to  establish. 

Section  157  of  the  by-laws  provides  that  each  grand  council 
shall  have  jurisdiction  over  all  branches  located  within  the  terri- 
tory under  its  supervision. 

The  Grand  Council  of  the  State  of  New  York  was  organized 
in  1876,  and  was  at  that  time  the  only  coimcil  of  the  association, 
the  supreme  council  not  being  organized  until  the  convention  of 
1879.  Since  the  association  was  incorporated,  in  addition  to 
the  New  York  Grand  Council,  the  following  grand  councils  have 
been  instituted,  viz. :  Pennsylvania,  Michigan  and  Canada,  1879 ; 
Ohio,  1887;  Quebec,  1893;  Kansas,  1896;  Massachusetts,  1900. 

In  1892,  on  the  adoption  in  the  Province  of  Ontario,  Canada, 
of  the  "  Insurance  act  of  the  Ontario  Parliament,"  the  Canadian 
Gband  Council  being  able  to  qualify  under  said  act,  obtained 
registration  as  a  "  Friendly  Society  "  of  said  province  and  with 
its  5,100  members  withdrew  from  this  association. 

Each  of  the  grand  councils  has  its  own  officers  and  their  rela- 
tion to  the  supreme  council  is  analogous  to  the  relation  of  each 
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state  in  the  United  States  to  the  Federal  Government.  As  the 
names  of  the  grand  councils  imply,  each  has  jurisdiction  over 
the  branches  located  within  one  state  or  province. 

All  assessments  and  dues  are  paid  by  the  branches  to  the  grand 
council,  respectively,  and  all  organization  work  within  such 
states  is  under  the  direct  charge  of  such  councils. 

Section  116  of  the  by-laws  provides  that  the  grand  council 
trustees  shall  have  control  over  the  funds  and  property  of  their 
particular  districts  and  are  authorized  to  invest  the  same  as  the 
council  may  direct,  except  as  to  the  reserve  fund.  Concerning 
the  latter,  section  17  of  the  by-laws  provides  as  follows : 

"  The  acting  trustees  of  the  Supreme  or  Grand  Councils,  except  the  Supreme 
or  Grand  President,  the  Supreme  Recorder  and  Grand  Secretaries  and  their 
successors  in  office,  shall  he  and  the}*  are  hereby  declared  to  he  the  Trustees 
of  the  Supreme  Council  of  the  Catholic  Mutual  Benefit  Association  for  the 
management  of  the  Reserve  Fund  in  their  respective  jurisdictions." 

Except  the  reserve  fund,  none  of  the  funds  to  the  credit  of 
the  grand  councils  is  subject  to  the  control  or  call  of  the  supreme 
council.  Whenever  the  beneficiary  fund  of  the  supreme  council 
falls  below  $50,000,  upon  the  call  of  the  supreme  president  and 
supreme  recorder,  the  trustees  of  the  reserve  fund  are  required  to 
appropriate  therefrom  whatever  is  necessary  to  meet  death  claims. 
At  the  time  the  association  commenced  to  accumulate  a  reserve 
fund,  some  of  the  members  believed  it  would  be  for  the  best  in- 
terest of  the  association  for  the  branches  to  keep  within  their 
own  control  their  proportion  of  such  fund.  However,  the  con- 
vention adopted  the  plan  of  having  it  under  the  control  of  the 
grand  councils,  subject  to  call  in  certain  contingencies  by  the 
officers  of  the  supreme  council. 

The  supreme  council  holds  triennial  conventions  in  the  month 
of  October.  This  convention  is  composed  of  the  supreme  officers 
and  three  (3)  representatives  from  each  grand  council  who  are 
elected  by  the  officers  of  the  latter,  and  the  del^ates  of  the 
branches,  each  branch  being  entitled  to  one  representative.  Ghrand 
councils  having  a  membership  of  6,000  or  over  are  etatitled  to 
three  (3)  additional  representatives. 
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Rates  and  Assessments 

From  1876,  the  date  the  associatioii  was  organized,  to  March, 
1881,  each  member,  irrespective  of  age,  paid  Jl.lO  for  each  death, 
of  which  $1  was  paid  to  the  beneficiary,  the  total  benefit  not  to 
exceed  the  sum  of  $2,000.  In  March,  1881,  the  supreme  council 
at  its  convention  adopted  the  following  schedule  of  rates  per 
death  for  each  $2,000  certificates. 

Age8  Rate  Ages  Rate 

18-24 $0  65  35-39 1  25 

25-29 0  80  40-44 1  4tt 

30-34 1  00  45-49 1  85 

In  1882,  these  rates  were  again  changed  as  follows: 

Ages                                                  Rate  Ages  Rate 

21-24 $1  00  35-39 1  30 

25-29  1  10  40-44 1  43 

30-34 1  20  46-49 1  «5 

It  will  be  seen  that  this  change  decreased  the  rate  of  assess- 
ment on  the  older  members  and  increased  the  rate  on  the  younger 
ones.  These  assessments  were  levied  monthly  on  the  members, 
but  in  some  months  more  than  one  call  would  be  made. 

In  the  years  from  1880  to  1903,  more  than  twelve  single 
assessments  were  called.  The  number  of  calls  in  1892,  1893 
and  1894,  was  19;  in  1895-1896,  20;  1897-1898,  19;  1899- 
1900,  21;  1901,  23;  1902-1903,  24. 

At  the  regular  convention  of  the  supreme  council  held  in 
October,  1903,  a  radical  change  was  made  in  the  assessment  rates. 
The  rates  adopted  at  this  convention  are  approximately  ten 
(10%)  per  cent,  higher  than  the  net  level  premium  on  the  Na- 
tional Fraternal  Congress  table  of  rates,  with  interest  at  four 
(4%)  per  cent.  A  table  showing  a  comparison  of  the  rates 
adopted  by  the  said  convention  with  the  National  Fraternal 
Congress  rates  at  the  various  ages  for  each  $1,000  certificate  is 
attached  to  this  report. 

We  find  the  rates  were  applied  at  the  age  of  entry  and  not  at 
attained  age ;  so  the  old  members  not  only  paid  inadequate  rates 
prior  to  1903,  but  are  now  receiving  their  insurance  at  less  than 
its  actual  cost.    The  rates  adopted  aro  adequate  for  all  memberi 
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initiated   after    January,.   1904,    at    which   time   they   became 
effective. 

The  association  writes  certificates  in  amounts  of  $500,  $1,000, 
$1,500  and  $2,000. 

The  by-laws  prescribe  that  if  members  are  engaged  in  certain 
specific  occupations  classed  as  hazardous,  the  rate  of  assessment 
shall  be  20  per  cent,  higher  than  the  regular  assessment  rate. 

Applicants  are  rejected  who  are  engaged  in  various  occupations 
classed  as  extra  hazardous,  but  if  members  change  their  occupa- 
tion to  such  occupations,  after  their  initiation,  they  are  permitted 
to  hold  their  membership,  provided  they  pay  assessments  of  50 
per  cent,  in  addition  to  the  ordinary  rate. 

On  July  1,  1912,  the  number  of  members  whose  certificates 
were  still  in  force,  who  had  joined  prior  to  January  1,  1904, 
was  43,825  and  the  amount  of  insurance  $64,631,000,  the  aver- 
age certificate  being  $1,475.  The  number  of  members  admitted 
since  January  1,  1904,  and  whose  certificates  were  in  force  on 
July  1,  1912,  is  17,045  and  the  amount  of  insurance  $16,580,000, 
the  average  certificate  being  $970.  A  valuation  of  the  certifi- 
cates in  force  has  been  made  by  Actuary  Abb  Landis  and  .such 
valuation  reported  to  the  Superintendent  of  Insurance,  in  ac- 
cordance with  the  requirements  of  section  242  of  the  Insurance 
Law. 

The  following  table  shows  the  assessment  income,  the  interest 
received  on  the  beneficiary  and  reserve  funds,  and  the  death- 
claims  paid,  for  the  years  1903  to  1912,  inclusive,  and  in  addi- 
tion the  balance  in  the  reserve  fund  on  December  31st  of  each 
year: 


Year 

Aaseasments 

Interest 

Total 

Death  claims 

Receipts  over 

Reserve  fund 

income 

paid 

dbburecments 

balance 

1Q03 

$1,278,063  99 

137.468  66 

11,315,532  65 

•$1.152.8:i3  34 

$162,699  31 

$1,143,185  47 

1004 

1,518,589  43 

42,299  03 

1.560,888  46 

1.620,639  67 

40.248  79 

1.183,112  56 

iqo. 

1,612,699  99 

48,343  02 

1,561.043  01 

1,316.895  00 

244.148  01 

1.379,281  54 

1W6 

1.493.625  57 

58.575  30 

1.652.200  87 

1.274.002  3F 

278.198  49 

1.581.970  81 

1907 

1.478.696  31 

67.492  76 

1,546.189  07 

1.389.770  75 

156,418  32 

1,790,138  72 

1908 

1.487.405  28 

78.944  02 

1.546.349  30 

1.297.0.33  33 

249.315  97 

1.999.132  21 

1909 

1.459.379  83 

84.543  76 

1.543.923  5P 

1.441.117  51 

102.906  08 

2,125.116  49 

1910 

1.442.311  38 

87.254  15 

1.529.565  53 

1.532.729  24 

—3.163  71 

2.154,075  as 

1911 

1,425,692  05 

94.161  69 

1.519.843  74 

1.48S.060  83 

31.782  91 

2.186.337  99 

1912 

1.406.371  11 

97,062  19 

1,502,433  30 

1.552.840  37 

—50,407  07 

2.152.523  83 

Totah 

114.481.884  94 

1606.134  58 

115.177,969  52 

$13,96.5,722  42 

*  The  total  unpaid 


on  Deoember  31,  100$,  amounted  to  $253,166.66. 
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The  foregoing  table  when  analyzed  will  show  to  a  large  extent 
the  financial  history  of  the  association  as  to  assessments  collected 
and  the  disbursements  made  therefrom  for  death  claims.  It 
will  be  seen  that  in  1903,  prior  to  the  adoption  of  the  present 
table  of  rates,  the  assessments  collected,  plus  interest,  amounted 
to  $1,315,532.65  and  the  death  claims  paid,  to  $1,152,833.34. 
At  the  end  of  said  year,  there  were  unpaid  claims  amounting  to 
$253,166.66.  It  will  be  seen  therefore,  that  the  assessment  in- 
come was  insufficient  to  pay  the  total  death  claims.  In  1904, 
on  account  of  the  increased  rates,  the  income  amoimted  to 
$1,560,888.46,  despite  the  fact  that  during  the  year  the  number 
of  members  in  good  standing  had  decreased  by  3,931.  From 
1904  to  1912,  the  table  shows  a  consistent  decrease  in  the  total 
amount  of  income  received  from  assessments  and  interest,  al- 
though the  membership  had  increased  to  some  extent.  This  is 
accounted  for  by  the  fact  that  practically  all  the  certificates  of 
members  prior  to  1904  were  $2,000,  while  the  members  initiated 
after  1904  have  average  certificates  in  force  of  about  $970. 

It  will  be  further  noted  that  the  amount  of  death  claims  paid 
has  increased  year  by  year,  the  death  claims  paid  in  1903  amount- 
ing to  $1,152,833.34,  while  in  1912,  the  total  amount  was 
$1,552,840.37. 

A  study  of  column  6  will  show  that  under  its  rates  of  assess- 
ment, the  association  was  able  yearly  to  increase  its  reserve 
fund,  the  amount  of  such  fund  in  1903  being  $1,143,845.47 
and  in  1911,  $2,186,337.99.  The  first  year  during  which  the 
association  was  unable  to  add  to  this  fund  was  the  vear  1912, 
the  decrease  during  the  year  being  $33,814.16.  It  is  believed 
that  a  study  of  the  above  table  will  show  the  necessity  of  creat- 
ing a  scientific  reserve,  based  on  rates  which  are  adequate  to 
carry  a  risk  through  life  without  increase. 

Concerning  the  increase  of  rates,  an  important  decision  has 
been  rendered  by  the  Court  of  Appeals  of  this  State  in  the  case 
of  Dowdall  V.  Catholic  Mutual  Benefit  Association  reported  in 
196  New  York,  page  405.  The  plaintiff  became  a  member  of 
this  association  in  1879  and  at  the  time  the  assessments  were 
increased  in  1904  claimed  that  under  the  constitution  and  by- 
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laws,  in  effect  at  the  time  he  was  admitted,  the  Association  conld 
not  increase  his  rate  of  assessment.  The  court  held  that  the 
plaintiff  was  bound  only  by  the  laws,  rules  and  requirements  in 
force  at  the  time  he  was  admitted  to  membership  and  that  any 
amendments  thereafter  made  affecting  his  certificate  was  in  vio- 
lation of  rights  vested  by  contract  and,  therefore,  the  plaintiff 
was  not  required  to  pay  the  increased  rate  of  assessment. 

Mr.  Dowdall  has  the  distinction  of  being  the  only  member  of 
the  association  not  paying  the  rates  which  took  effect  January 
1,  1904.  He  is,  of  course,  paying  a  grossly  inadequate  rate  for 
his  insurance. 

Memhership. 

Section  34  of  the  by-laws  provides  that  all  members  of  the 
association  must  be  practical  Koman  Catholics.  Members  must 
be  of  the  male  sex  and  over  16  and  under  50  years  of  age  at 
entry. 

The  association  is  doing  business  in  nineteen  states  and  the 
Province  of  Quebec,  Canada.  The  following  table  will  show 
the  number  of  branches,  the  number  of  members  and  the  amount 
of  insurance  in  force  in  the  various  jurisdictions  on  December 
31,  1912: 


Number  1^ 

Nymberof 

Anumief 

hnaicktt 

flMMMTf 

IntumoB 

367 

26,882 

$37. 678. 600  00 

213 

16.101 

20.744.000  00 

96 

6,825 

9,  364,  500  00 

103 

7.861 

9.254.000  00 

23 

1.282 

1. 520. 500  00 

11 

576 

899,  000  00 

14 

469 

529.000  00 

44 

1.361 

1.701,500  00 

760 

61,167 

$81,691,500  00 

CmmcU 
New  York 

Pennsylvania 

Michigan    

Ohio 

Kansas 

Quebec 

Massachusetts 

Supreme  Branches   . .  . 

Totals 


The  average  age  of  the  members  on  said  date  was  forty-three 
(48)  years.  The  number  of  members  and  the  amount  of  insur- 
ance  in  force  in  various  years  is  9hown  as  follows; 
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Numitr  tf  Awtoimt  tf 

Tmr  Mtmben  In»unne$ 

1884 9,Q00 

1886  13, 191 

1888 19,  434 

1890  29.071 

1892  38, 341  $69, 319,000  00 

1896 40, 150  68, 989,500  00 

1900 51,416  81, 942, 600  00 

1903 61,546  90, 116,000  00 

1904 57, 616  83, 783,600  00 

1908 69,661  82, 588,600  00 

1911 60,538  81, 642,  000  00 

1912  61,167  81,691,600  00 

Supreme  Officers 
The  officers  of  the  Association  with  their  annual  salaries  are 

John  J.  Hynes,  Supreme  President,  Buffalo,  N.  Y $2, 600  00 

M.  A.  Carmody,  Supreme  First  Vice-President,  Pittsburg,  Pa. 

William  Sill,  Supreme  Second  Vice-President 

Joseph  Cameron,  Supreme  Recorder,  HomeU,  N.  Y 3,000  00 

William  Muench,  Supreme  Treasurer,  Syracuse,  N.  Y 900  00 

J.  T.  Keena,  Supreme  Legal  Adviser,  Detroit,  Mich 1, 600  00 

Dr.  O.  C.  Clancy,  Supreme  Medical  Examiner,  Port  Huron,  Mich  Fees 

The  officers  of  the  supreme  council  are  bonded  by  a  surety 
company  in  the  following  amounts:  President,  $1,000 ;  Recorder, 
$15,000;  Treasurer,  $40,000;  Trustees,  $1,000  each. 

All  disbursements  are  first  authorized  by  an  order  drawn  by 
the  supreme  recorder  upon  the  supreme  treasurer,  and  all  checks 
on  the  funds  are  signed  jointly  by  the  supreme  president,  su- 
preme recorder  and  supreme  treasurer. 

All  of  the  officers  and  trustees  of  the  grand  councils  are  bonded 
by  surety  companies  as  are  also  the  financial  officers  of  the  local 
branches. 


CATHOLIC  WOMEN'S  BENEVOLENT  LEGION 

New  Yobk  City 

Examined  to  ascertain  condition  November  29,  1913. 

Report  dated  Jantuiry  2,  1914. 

Examiners:  Clarence  J.  Norton  and  J.  F.  Tucker. 

Ledger  Aeseie 

Book  value  of  real  estate 18, 600  00 

Book  fahie  of  honds 69, 876  27 
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Mortgage  Ioem  $203, 000  00 

Oash  in  banks 78, 705  85 

Total  ledger  assets $347, 082  12 

Non-Ledger  Assets 

Interest  accrued $3,  381  07 

Assessments  in  prooess  of  collection  by  sub- 
ordinate councils,  not  yet  turned  over  to 
Supreme  council   17,  812  65 

Total   non-ledger   assets 21, 193  72 

Gross  assets $368,275  84 

Assets  Not  Admitted 
Book  value  of  bonds  over  market  value 7,  526  27 

Total  admitted  assets $360, 749  57 

Liahilities 
Death  claims  (Total  liabilities) 23,  250  00 

Balance $337, 499  57 


The  income  and  disbursements  for  the  eleven  months  ending 
November  29,  1913,  were  as  follows: 

Income 

Assessments $188,  508  75 

Per  capita  tax 11,637  18 

Certificate  fees 615  75 

One  cent  tax 1,880  48 

Sale  of  supplies 575  74 

Bulletin 1.958  28 

Reinstatement  fines 45  00 

Sundries 28  15 

Total  income  from  members $205,  249  33 

Interest 9, 867  75 

Profit  on  sale  of  real  estate 6,  750  00 

Rentals  from  real  estate 201  49 

Total  income $222,068  67 

Ledger  assets  December  31,  1912 290, 108  43 

Total $512, 177  00 
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Disbursements 

Death  claims $150, 911  64 

Disability  claims 500  00 

Total  payments  to  members $151,  411  04 

Salaries  of  officers 3, 209  98 

Salaries  of  office  employees 2, 763  87 

Commissions  and  fees  to  deputies  and  organ- 
izers    1,098  94 

Traveling  and  other  expenses  of  officers,  trus- 
tees and  committees 1 ,  772  55 

Insurance  department  licenses  and  fees 45  00 

Management  and  miscellaneous 2, 509  17 

Bulletin 1, 733  46 

Legal  expense 229  50 

Taxes  and  expenses  on  real  estate 240  77 

Total  disbursements $165, 094  88 

Balance  ledger  assets  November  29,  1913 $347,082  12 


Assets 

Real  Estate 

The  society  owns,  at  the  present  time,  but  one  parcel  of  real 
estate.  This  was  acquired  in  1912  through  foreclosure  proceed- 
ings. The  amount  of  the  mortgage  was  $8,500  at  which  figure 
the  property  is  now  carried.  Negotiations  for  the  sale  thereof 
are  now  pending,  and  the  management  is  confident  that  a  sub- 
stantial amount  in  excess  of  the  present  book  value  will  be  ob- 
tained. For  this  reason  we  would  not  advise  a  department  ap- 
praisal of  this  property  at  this  time.  We  have  carried  the  value 
thereof  in  this  report  at  the  same  figure  as  carried  by  the  society. 

Mortgage  Loans 

With  a  few  minor  exceptions,  all  papers  pertaining  to  mortgage 
loans  were  found  in  order.  The  exceptions  were  called  to  the 
notice  of  the  management,  who  assured  your  examiners  that  they 
would  receive  immediate  attention.  Steps  are  being  taken  by 
this  Department  to  have  the  real  estate  mortgaged  to  the  society 
appraised,  and  a  separate  report  will  be  made  thereon  by  the 
appraiser. 
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Bavlc  Deposits 

With  the  exception  of  the  general  fund  balance^  all  bank  de- 
poeits  draw  interest  The  bank  balances  were  verified  by  cer- 
tificates obtained  from  the  several  banking  institutions,  such 
certificates  being  reconciled  with  the  records  of  the  society. 

Sale  of  Real  Estate 

In  1912  the  l^on  sold  its  home  office  building,  located  at  153 
East  44th  street^  New  York  City,  for  the  sum  of  $30,000.  This 
transaction  resulted  in  a  profit  of  $7,750,  of  which  $1,000  was 
received  in  1912  and  carried  in  the  annual  statement  for  that 
year,  and  the  balance,  $6,750,  was  received  this  year  and  is 
therefore  entered  in  the  statement  of  this  report 

FUBTDS 

Three  separate  funds  are  maintained  by  the  leeion.  The  oxsir 
eral  fund  is  used  for  the  payment  of  ex^  ^  benefit  W 
for  the  payment  of  death  and  disability  claims^  and  the  benefit 
surplus  fund  as  a  reserve. 

Oeneral  Fund 

In  addition  to  the  per  capita  tax  of  72  cents  per  year,  a  tax  of 
one  cent  per  month  is  levied  upon  each  member.  A  fee  of  one 
dollar  for  each  new  certificate  and  of  fifty  cents  for  each  change  of 
certificate  is  also  collected.  Subordinate  councils  suspended  for 
non-payment  of  assessments  are  required  to  pay  a  fine  of  five 
dollars  upon  reinstatement  An  annual  subscription  fee  of 
twenty-five  cents  per  member  is  collected  for  the  official  publica- 
tion or  mcmthly  bulletin.  This  entire  income  is  turned  into  the 
general  fund  and  used  for  the  payment  of  expenses  of  manage- 
ment 

The  income  and  disbursements  of  this  fund  for  the  eleven 
months  ending  November  29,  1913,  were  as  follows: 

Income 

Per  capita  tax $11,637  18 

One  cent  tax 1, 880  48 

Certificate  fees    616  75 

Sale  of  supplies 676  74 
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Bulletin    $1, 958  28 

Reinfitatement  fines   45  00 

Sundries   28  15 

Total  income  $16,740  58 

Balance  December  31,  1912 1, 445  99 


Total    $18, 136  67 

Diabursementa 
Total  expenses  of  management 13, 442  47 


Balance  November  29,  1913 $4,744  10 


Benefit  Fund 

'Ninety  per  cent,  of  the  assessmentB  are  credited  to  this  fund 
from  which  all  claims  are  paid. 

The  income  and  disbursements  of  this  fund  for  the  eleven 
months  ending  November  29,  1913,  were  as  follows: 

Inoom€ 

Assessments   $169, 643  24 

Interest  on  bank  balances 149  93 

Total  income  $169,  793  17 

Balance  December  31,  1912 9, 114  35 

Total    $178, 907  62 

iHshuraementa 

Death  claims  $150, 911  04 

Disability  claims 500  00 

Total  disbursements  .• 151,  411  64 

Balance  Korember  29,  1913 $27,495  88 


Benefit  Surphis  Fund 

Ten  per  cent,  of  the  assessments  are  credited  to  this  fund ;  also 
the  net  income  from  investments  and  the  interest  on  the  fund's 
bank  deposits. 

The  income  and  disbursements  of  this  fund  for  the  eleven 
months  ending  November  29,  1918,  were  as  follows: 
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Income 

Assessments    $18,  865  51 

Interest  9, 717  82 

Profit  on  sale  of  real  estate 6,750  00 

Rentals  from  real  estate 201  49 

Total  income   $35, 534  82 

Balance  December  31,  1912 279,  548  09 


Total    $315, 082  91 

Disbursements 

Taxes  and  expenses  on  real  estate 240  77 

Balance  November  29,  1913 $314,842  14 

Recapitulation  of  Fund  Balances  November  29,  1913 

General  fund   $4,  744  10 

Benefit  fund 27,  495  88 

Benefit  surplus  fund 314, 842  14 

Total  ledger  assets  November  29,  1913 $347, 082  12 


Rates 

At  the  time  of  the  last  examination  by  this  Department,  early 
in  1909,  the  officers  of  the  society,  being  convinced  of  the  inade- 
quacy of  the  rates  then  in  force,  had  a  new  table  of  rates  pre- 
pared. They  were,  however,  unsuccessful  in  securing  the  adop- 
tion of  such  rates  at  the  convention  held  in  June,  1909 ;  in  fact, 
no  change  was  made  until  January  1,  1913,  when  the  rates  now 
in  use  took  effect.  These  rates  are  lower  than  those  proposed  in 
1909,  but  we  find  that  they  are  slightly  higher  than  those  adopted 
by  the  National  Fraternal  Congress  with  4  per  cent  interest 
assumption. 

The  mistake  made  by  the  society  in  the  adoption  of  such  rates 
was  that  the  members  were  allowed  to  continue  pajnnents  at  the 
age  at  the  time  of  admission  to  the  society,  instead  of  being 
brought  up  to  attained  age  as  of  January  1,  1913.  This  mistake 
will  probably  prove  embarrassing  at  some  future  time. 

Assessments 

Assessments  are  due  and  payable  on  the  first  of  each  month. 
The  members  have  thirty  days  in  which  to  pay  each  assessment 
to  the  local  collector,  who,  in  turn,  is  allowed  five  days  after  the 
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end  of  the  month  in  which  to  remit  to  the  Supreme  Council.  If 
the  collector  fails  to  remit  within  the  time  limit,  the  president 
and  secretary  of  the  subordinate  council  are  immediately  nonliea. 
Section  379  of  the  constitution  reads  in  part  as  follows : 

*'  If  such  asaesbmeut  be  not  received  by  the  Supreme  Treasurer  within  five 
days  after  sending  such  notice,  the  Supreme  Treasurer  shall  notify  the  Supreme 
President,  who  shall  declare  such  Council  suspended." 

In  defiance  of  these  positive  instructions,  the  president  allows 
certain  councils  to  become  delinquent  to  the  extent  of  three  or 
more  assessments  before  suspending  them.  The  reason  given  for 
this  leniency  is  that  the  new  rates  being  decidedly  higher  than 
the  old,  the  members  find  it  exceedingly  difficult  to  keep  up  tlieir 
payments.  It  does  not  appear  reasonable  to  assume  that  the 
members,  not  being  able  to  pay  the  assessments  as  they  fall  due, 
will  be  able  to  pay  them  after  having  become  several  months  in 
arrears.  This  practice  is  unfair  to  those  members  who  pay  their 
assessments  promptly  and  should,  we  believe,  be  discontinued. 

The  payment  of  a  death  claim  occurring  in  a  council  delinquent 
but  not  suspended  is  held  up  in  the  endeavor  to  force  the  pay- 
ment of  arrears,  but  we  find  no  authority  for  so  doing.  It  would 
appear  that  a  council  is  in  good  standing  until  actually  suspended 
by  the  supreme  president. 

Any  member  of  a  suspended  council  may  protect  herself  by 
the  payment,  within  thirty  days,  of  the  full  amount  due  from 
her  according  to  the  books  of  the  supreme  treasurer.  If  her  own 
council  is  not  afterward  reinstated  she  may  be  admitted  to  some 
other  council  or  become  a  member  at  Urge. 

Death  Benefits 

Certificates  are  now  issued  for  $250,  $500  and  $1,000.  Prior 
to  1898  they  were  also  issued  for  $2,000  and  some  of  these  are 
still  in  force. 

Provision  is  m£^de  for  the  payment  of  only  one-fourth  or  one- 
half  the  face  of  the  certificate,  respectively,  if  death  occurs  within 
one  and  two  years  from  date  of  issuance,  provided  such  death 
is  caused  by  certain  specified  diseases.  But,  in  any  event,  only 
one-half  the  face  of  the  certificate  is  paid  if  death  occurs  within 
the  first  year. 
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If  a  member  undentateB  her  age  at  tbe  tune  of  admismon  to 
the  society  the  conatitutiQii  provides  two  plans  of  settlement  in 
the  event  of  death,  as  follows: 

"See.  414  (8)    (a)  aa  aaoiiat  e^nal  to  the  amont  of  benefit  w^A  «he 

rate  paid  bj  her  would  hare  proemed  at  her  actual 
age  at  admiaaion,  or 
(b)  the  face  of  the  eeitificate,  less  an  amoDot  equal  to  the 
difference  between  the  rate  paid  by  the  member  and  the  rate  which  should 
have  been  paid  by  her  if  her  actual  age  at  admission  had  been  giren;  wfA 
compound  interest  thereon  at  the  rate  of  four  per  cent;  at  the  option  of  the 
Board  of  Directors.'' 

As  the  amount  provided  by  these  two  plans  differs  materially, 
the  Board  of  Trustees  is  afforded  the  opportunity  to  discriminate 
in  the  payment  of  death  claims.  We  are  informed,  however,  that 
payments  have  always  been  made  in  accordance  with  plan  ^'A.'^ 

Death  claims  are  paid  promptly  upon  receipt  of  satisfactory 
proofs  of  death  and  no  claim  appears  to  be  contested  without 
good  and  sufficient  cause* 

Disability  Benefits 

Certificates  issued  prior  to  October  1,  1909,  provide  for  the 
payment  of  one-half  the  face  amount  thereof  as  a  disability 
benefit^  if  the  member  has  become  permanently  disabled  from 
attending  to  her  usual  occupation  so  as  to  render  her  unable  to 
gain  a  livelihood,  and  is  in  needy  circumstances,  provided  such 
member  has  reached  the  age  of  expectancy  in  accordance  with  a 
specified  table.  Certificates  issued  since  the  above  date  do  not 
*^ontain  this  provision.  We  are  informed  that  but  one  disability 
benefit  has  so  far  been  paid. 

Membership 

The  membership  is  limited  to  Eoman  Catholic  women  per- 
sonally acceptable,  of  sound  bodily  health,  between  17  and  60 
years  of  ago.  The  number  of  members  at  the  date  of  this  exam- 
ination was  about  16,816,  carrying  insurance  in  the  approximate 
aggregate  of  $11,280,000. 
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Officers  and  Salaries 
The  officers  and  salaries  paid  aniinally  to  each  are  as  follows: 

Ellen  L.  Loughlin,  President $1, 000 

Sara  B.  Skelly,  Secretary 1, 800 

Rose  M.  Calhoun,  Treasurer 1, 000 

Teresa  M.  Blondell,  Chairman  Board  of  Trustees 300 

The  trustees  and  members  of  committees  receive  $3  per  day 
when  actually  in  session. 

The  treasurer  is  bonded  for  $10,000  and  the  other  officers  and 
trustees  for  $1,000  and  $2,000  each,  according  to  the  provisions 
of  the  constitution. 


UNITED    STATES    GRAND    LODGE,    INDEPENDENT 
ORDER    FREE     SONS     OF    JUDAH 

New  York,  N.  Y. 

Examined  to  ascertain  condition  June  30,  1913. 
Report  dated  August  4,  1913. 
Examiner:  Clarence  J.  Norton. 

Ledger  Assets 

Cash  in  banks  on  interest $54,  366  24 

Cash  in  office 17  62 

Total  ledger  assets $54, 383  36 

Non-Ledger  Assets 

Interest  accrued  on  bank  deposits $664  95 

Assessments  in  process  of  collection  or  in 
hands  of  subordinate  lodges,  not  over  30 
days  due 8, 962  10 

Total  non-ledger  assets 9, 627  06 

Total  assets $64,010  91 

Liabilities 

Death  claims  $36, 500  00 

Headstone  deposits    1, 167  00 

Miscellaneous  bills  unpaid 100  00 

Borrowed  money   (present  value) 9, 876  54 

Total  liabilities    47,643  54 

balance  of  asBcts  over  liabilities $16, 367  37 


!■■  .ju  *  '»r 
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The  following  is  a  statement  of  income  and  disbursements  from 

January  1,  1913,  to  June  30,  1913,  inclusive: 

» 

Balance  ledger  assets  December  31,  1912,  as  per  order  records. .         $66, 322  06 

Income 

Assessments  and  per  capita  tax $63, 364  33 

Certificate  fees   199  00 

Initiation    320  90 

Headstone  deposits 948  OO 

Burial  permits   147  50 

Reserved  graves   812  00 

Miscellaneous 60  85 

Borrowed  money 10, 000  00 

Interest  687  65 

Unclaimed  death  benefits  returned  and  credited 

to  general  fund 1,000  00 

Total  income   77, 540  23 

Total    $133. 862  29 

Diahursementa 

Death  claims  $65, 115  00 

Dues  paid  for  aged  and  infirm  members 51  14 

Salaries  of  officers 1 ,  700  00 

Legal  expenses    538  47 

Management  and  miscellaneous  expenses 1,  694  06 

Interest  on  borrowed  money 200  00 

Donation  to  grand  master 1, 000  00 

Convention  expenses    795  05 

Organization  of  lodges 1, 059  45 

Donations  to  lodges  and  members 1.  048  50 

Picnic  expenses  218  41 

Fairview  Cemetery  Company  on  a/c 5.  026  80 

Cemetery  expenses  366  55 

Headstone  deposits  retiirnod G6o  00 

Total  disbursements 79,  478  43 

Balance  ledger  assets  June  30,  1913 $54,  383  86 

The  following  statements  show  the  income  and  disbursements 
of  the  several  funds  of  the  society  from  January  1,  1913,  to  June 
30,  1913,  inclusive: 


Repobts  on  Official  Examination  925 

Mortuary  Fund 
Balance  December  31,  1912 $478  78 

Income 

ABsessments   $51, 420  47 

Borrowed  money  10,  000  00 

Total  income   61,  420  47 

Total    $61, 899  25 

Diahuraementa 

Death  claims   $65, 115  00 

Legal  expenses 538  47 

Printing  and  interest 239  75 

Total   disbursements    65, 893  22 

Deficit  June  30,  1913 $3, 993  97 

Reserve  Fund 
Balance  December  31,  1912 $38,  890  31 

Income 
Assessments    4, 990  81 

Balance  June  30,  1913 $43, 881  12 

Propaganda  Fund 
Balance  December  31,  1912 $1,  636  30 

Income 
Assessments    999  62 

$2, 635  92 
Diahursements 

Organization  of  lodges $1,  059  45 

Prizes    115  18 

Total  disbursements 1 ,  174  63 

Balance  June  30,  1913 $1,461  29 

Relief  Fund 
Balance  December  31,  1912 $2, 414  14 

Income 
Picnic 380  50 

Total    $2,  794  64 
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Dishursementa 

Donations   $1, 048  60 

Picnic  expenses  218  41 

Total  disbursements $1, 266  91 

Balance  June  30,  1913 $1, 527  73 

Cemetery  Fund 
Balance  December  31,  1912 $7, 491  67 

Income 

Assessment  tax $2, 643  86 

Headstone  deposits    948  00 

Burial  permits   147  60 

Reserved  and  sold  graves 812  00 

Total  income  4,461  35 

Total    $1 1, 943  OS 

DislHirsements 

Fairview  Cemetery  Company  on  contract $6, 026  80 

Cemetery  expenses  366  66 

Headstone  deposits  returned 666  00 

Total  disbursements 6, 068  35 

Balance  June  30,  1913 $6, 884  67 

Aged  and  Infirm  Fund 
Balance  December  31,  1912 $4, 486  57 

Income 
Interest 687  65 

Total    $6,173  22 

Dishureemente 
Dues  paid  for  aged  and  infirm  members 51  14 

Balance  June  30,  1913 $6, 122  08 

General  Fund 
Balance  December  31,  1912 $925  29 
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Inoome 

Per  capita  tax $3, 020  08 

Certificates  199  00 

Initiation  fee   320  90 

Unclaimed  death  benefits 1, 000  00 

Miscellaneous 60  85 

Total  income   $4, 609  83 

Total    $5p  636  12 

DighurBementB 
Expenses  of  management 6, 034  18 

Balance  June  30,  1013 $600  04 


B€oapHuUit%<m  of  Balanoes  of  Pwtd9  June  SO,  1913 

Reserre   $43,881  12 

Propaganda    1,461  29 

Relief 1, 627  73 

Cemetery 6, 884  67 

Aged  and  infirm 6, 122  08 

General    560  94 

Total   $58,  377  83 

Deduct  mortuary  fund  over  draft 3, 993  97 

Total  ledger  assets $64,383  86 


Organization  and  Membership 

This  order  was  incorporated  on  February  12,  1890,  as  a  mutual 
benefit  association,  and  reincorporated  on  March  21,  1894,  as  a 
fraternal  beneficiary  society,  in  accordance  with  the  provisions  of 
the  Insurance  Law  of  this  State.  It  transacts  bxisiness  through 
the  subordinate  lodge  system.  Membership  is  restricted  to  persons 
of  the  Jewish  faith  between  the  ages  of  18  and  44  inclusive. 

The  order  now  recognizes  and  treats  both  husband  and  wife  as 
distinct  members,  having  issued  separate  certificates  to  each  person. 

The  only  certificates  issued  are  for  death  benefits  of  $500  each. 
The  total  membership  is  approximately  21,965,  representing  in- 
surance in  force  in  the  aggregate  amount  of  $10,982,500.  The 
membership  consists  of  11,580  males  and  10,435  females,  class- 
ified as  follows : 

Members  between  the  ages  of  18  and  39  ine 14, 144 

Members  40  years  of  age  and  over 7, 821 
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Convention 
At  the  convention  of  delegates  representing  this  order  held  in 
New  York  City  April  6  and  7,  1913,  a  number  of  important 
changes  were  recommended  and  adopted.    The  most  important  of 
these  are  as  follows : 

(1)  That  a  uniform  monthly  assessment  rate  to  cover  nineteen 
(19)  deaths  shall  hereafter  be  levied,  regardless  of  the  number 
incurred. 

(2)  The  consolidation  of  the  first  and  second  classes  of  members 
into  one,  thereby  making,  for  the  purpose  of  assessments,  two 
classes  instead  of  three,  divided  according  to  age,  as  shown  above. 
This  classification  is  in  accordance  with  the  attained  ages  in  1908, 
and  the  age  at  entry  of  those  who  have  joined  since. 

(3)  That  unmarried  daughters  of  members  shall  be  entitled  to 
be  buried  in  the  order's  cemetery  if  they  continue  to  live  with 
their  parents. 

Cost  of  Insurance 

If  we  assume  that  assessments  for  19  deaths  will  be  levied 
monthly  at  1^/^  cents  per  death,  on  the  first  class,  and  3  cents  per 
death  on  the  second  class,  the  cost  to  carry  $500  of  insurance  per 
member  annually  in  each  class  is  as  follows: 

Afifitfal  FirH  Second 

AsutasmenU  Class  Class 

Mortuary    $3  42  $6  84 

Per  capita  and  reserve 00  90 

Cemetery 20  20 

Totals    $4  62  $7  94 


Assets 

The  assets  of  the  order,  consisting  exclusively  of  deposits  in 
banks,  have  been  verified  from  certificates  from  the  banks,  recon- 
ciled with  the  order's  records. 

The  unpaid  assessments  in  the  hands  of  subordinate  lodges  have 
been  credited  and  entered  at  $8,962.10,  which  represents  the  June 
assessment  call  still  uncollected. 

The  interest  accrued  on  bank  deposits  was  taken  from  the  bank 
books,  the  same  having  been  entered  on  pass  books  subsequent  to 
June  30,  1913,  and  represents  interest  declared  by  banks  as  of 
July  1,  1913. 
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Liabilities 

Seventy-three  (73)  death  claims  reported,  still  unpaid,  have 
been  charged  in  the  above  statement  of  liabilities  at  $500  each, 
making  the  aggregate  amount  $36,500.  Fifty-eight  (58)  of  the 
above  claims  axe  included  in  lists  sent  out  with  the  June  and  July 
calls,  although  the  rate  charged  for  such  calls  is  to  cover  only  37 
deaths.  The  balance  of  the  said  claims  reported  will,  if  ap- 
proved, be  included  in  the  August  call. 

The  liability  for  borrowed  money,  viz.  $9,876.54,  represents 
the  present  value  of  a  loan  of  $10,000  made  by  the  grand  secre- 
tary, Sigmund  Foder,  in  the  month  of  June,  1913,  'at  6  per  cent, 
interest  This  transaction  was  made  by  order  of  the  executive 
committee  at  a  meeting  held  May  31,  1913,  and  was  credited  to 
the  mortuary  fund. 

The  item  "  headstone  deposits  "  represents  the  aggregate  amount 
held  by  the  order  as  reductions  from  death  benefits  as  security  for 
the  erection  of  suitable  headstones  at  the  graves  of  persons  buried 
in  the  order's  cemetery.  Upon  receipt  of  proof  that  such  head- 
stones have  been  erected,  the  deposit  is  returned ;  otherwise,  after 
a  certain  period  of  time,  the  order  erects  the  stone  itself.    • 

Liability  for  Cemetery  Land  Purchased 

No  liability  is  entered  in  the  statement  of  this  report  for  the 
balance  due  on  cemetery  land  purchased.  This  item  amounts  to 
$21,240  and  certain  accrued  interest  On  the  other  hand,  no 
credit  is  allowed  as  an  asset  for  any  such  land  still  vacant,  which 
would  be  an  offset  against  such  liability.  The  order  has  paid  a 
considerable  sum  on  the  purchase  price  of  said  land,  and  I  have 
considered  that  the  value  of  the  imused  portion  would  be  sufficient 
to  extinguish  the  debt  in  the  event  of  the  default  of  the  order  to 
pay  the  balance  dua 

Eighty-three  (83)  lodges  contribute  to  the  cemetery  fund,  rep- 
resenting 13,417  members. 

Trust  Fund  for  Minors 

The  order  holds  in  trust  for  minors  the  sum  of  $4,724.77  in- 
cluding interest  credited  July  1,  1913,  deposited  to  their  credit 
in  various  savings  banks  to  be  held  until  such  time  as  they  shall 

80 
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reach  the  age  of  majority  respectively,  or  there  is  a  legal  guardian 
appointed  to  receive  the  same.  The  payments  representing  such 
deposits  have  been  charged  off  as  disbursements  for  death  claims, 
and  do  not  appear  as  a  separate  item  in  the  foregoing  financial 
statement^  either  as  an  asset  or  liability. 

Cash  Income 

The  cajsh  income  from  assessments  of  all  kinds  coming  into  the 
order  from  local  lodges  for  a  certain  period  was  tested  as  to 
accuracy.  No  actual  verification  could  be  made  for  the  reason 
that  the  Grand  Lodge  has  not  heretofore  used  a  regular  form  of 
remittance  blank  showing  the  amount  of  each  item  of  assessment 
received  from  the  various  lodges,  nor  does  it  oven  preserve  the 
ordinary  correspondence  relative  thereto.  However,  the  moneys 
collected  from  the  local  lodges  during  the  year  1912  were  reported 
at  the  recent  annual  convention  of  the  order  in  the  secretary's 
report,  the  same  showing  the  amounts  received  for  each  fund  from 
each  lodge.  The  aggregate  amount  thus  shown  was  found  to 
agree  with  the  annual  statement  filed  with  the  Department 
Again,  taking  as  a  basis*  the  number  of  members  in  certain  lodges 
at  random  and  computing  the  regular  assessments  levied  on  such 
lodges  within  a  certain  period  of  time,  we  find  receipts  therefrom 
to  correspond  with  the  assessment  calls,  taking  into  consideration 
slight  differences  which  were  reasonably  explained. 

In  verifying  the  receipts  of  the  cemetery  fund,  I  found  several 
instances  where  cash  received  to  be  credited  to  this  fund  was  not 
entered  in  the  cash  book.  The  total  of  such  items  found  amount 
to  $441.05.  Another  discrepancy,  the  result  of  which  the  order 
suffered  to  the  extent  of  $200,  was  also  found.  It  seems  that  a 
disbursement  for  a  death  claim  for  $600  was  entered  on  the  cash 
book,  whereas  only  $300  was  paid  to  the  beneficiary,  the  balance 
of  the  claim,  viz:  $200,  having  been  entered  and  paid  sometime 
prior  thereto. 

Hence,  the  total  cash  unaccounted  for,  as  found  by  this  examina- 
tion, amounts  to  the  sum  of  $641.05.  This  is  offset  by  one  item 
amounting  to  $9.90,  which  appears  to  be  an  error  in  transposing 
figures  while  copying  from  one  book  to  another.  The  grand  sec- 
retary admits  having  received  the  cash  making  up  the  item  above 
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mentioned  and,  before  the  close  of  this  examination,  has  reim- 
bursed the  order  for  the  full  amount  thereof,  to  wit:  $641.05, 
having  decided  not  to  take  credit  for  the  said  item  of  $9.90  at 
the  present  time.  He  states  that  there  was  no  intention  on  his 
part  to  defraud  the  order,  but  that  this  condition  is  the  fault  of 
the  system  of  bookkeeping  in  use. 

In  the  opinion  of  your  examiner,  the  fault  lies  not  so  much  with 
the  bookkeeping  system  as  the  manner  in  which  the  books  and 
records  are  kept  and  the  cash  handled.  If  the  management  of 
this  order  expects  to  eliminate  suspicion  and  escape  criticism  of 
the  methods  it  employs,  it  must  immediately  take  steps  to  change 
its  manner  of  handling  moneys  placed  in  its  care  in  connection 
with  this  most  important  trust 

The  first  step  in  this  direction  is  for  the  grand  secretary  to  keep 
all  funds  belonging  to  the  order  separate  from  his  own.  There  is 
no  reasonable  excuse  for  errors  being  made  such  as  were  found, 
amounting  in  several  instances  to  $200,  $100,  $50  and  $25,  and 
the  same  not  being  discovered,  when,  had  the  cash  been  properly 
safeguarded,  the  balance  on  hand  would  have  been  in  excess  of 
the  amount  called  for  by  the  cash  book  in  case  such  items  had, 
through  mere  inadvertence,  been  forgotten  to  be  entered  as  cash  re- 
ceipts. It  would  then  have  been  only  a  matter  of  time  before  the 
source  of  such  income  would  have  been  discovered. 

The  books  of  the  grand  secretary  are  supposed  to  be  audited 
once  each  month  by  the  finance  committee  composed  of  six  mem- 
bers, but  this  appears  to  be  a  mere  farce  insofar  as  any  real  audit 
is  made.  It  seems  that  nothing  is  done,  save  to  check  over 
vouchers  and  see  that  the  bank  balances  agree  with  the  cash  book. 
Little  thought,  if  any,  seems  to  be  given  to  the  question  whether 
all  the  items  of  actual  income  are  entered. 

As  a  result  of  our  investigation  along  this  line,  I  deem  it  my 
duty  to  make  the  following  recommendations: 

(1)  That  the  Department  request  the  grand  master  to  appoint 
as  soon  as  practicable,  a  special  committee  of  two  persons  to  make 
a  thorough  audit  of  the  Cemetery  Fund  for  a  period  of  at  least  12 
years.  These  two  persons  should  have  the  assistance  of  an  ac- 
countant, merely  to  guide  them  in  their  work.  In  this  way,  the 
expense  will  not  be  great ;  that  this  committee  shall  make  a  report 
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of  their  findings  to  the  grand  maBter  who  shall  file  a  copy  theraof 
with  this  Department 

(2)  That  the  grand  secretary  remove  his  private  caah  drawer 
from  the  office,  to  the  end  that  there  will  be  no  occasion  for  the 
commingling  of  fimds. 

(3)  That  hereafter  all  remittances  from  local  lodges  shall  be 
accompanied  by  a  blank  signed  by  the  remitter  showing  amount 
of  cash  remitted  for  each  fund,  such  blanks  to  be  filed  in  proper 
order. 

(4)  That  for  all  permits  issued  for  burials  in  ihe  order's  ceme- 
tery, a  stub  shall  be  kept  on  which  a  full  memorandum  shall  be 
noted,  showing  particularly  what  amount  of  caah  was  paid  for 
the  grave,  if  any,  and  if  not,  it  be  so  indicated. 

(5)  That  the  finance  committee  hereafter,  in  connection  with 
their  other  duties,  audit  the  monthly  remittance  blanks  of  local 
lodges  and  also  the  grave  permits  issued  for  the  previous  month, 
to  ascertain  whether  such  accounts  are  kept  accurately. 

(6)  That  when  trust  funds  of  minors  are  paid  out,  the  pay- 
ments be  made  by  checks  and  proper  receipts  taken  and  filed. 

(7)  That  itemized  vouchers  for  all  disbursements  made, 
properly  receipted,  be  hereafter  filed  for  the  examination  of  audi- 
tors and  examiners. 

(8)  That  a  record  of  all  death  claims  be  entered  in  the  Claim 
Register  as  soon  as  received  and  the  record  be  made  more  com- 
plete by  showing  whether  the  claim  is  rejected,  resisted  or  paid. 
If  the  latter,  the  date  of  payment  and  the  amount  of  any  advance 
made. 

Salaries  of  Officers 
The  following  officers  receive  compensation : 

Samuel  Goldstein,  Grand  Master $1,000  per  annum 

Sigmund  Foder,  Grand  Secretary 3,000  per  annum 

The  compensation  of  the  grand  master  is  treated  by  the  Grand 
Lodge  as  a  donation  in  lieu  of  a  regular  salary,  and  it  should  be 
added  that  the  grand  secretary  pays  for  the  services  of  a  clerk 
from  his  salary. 

The  office  of  grand  messenger  has  been  abolished. 

The  grand  secretary  is  bonded  with  a  surety  company  in  the 
sum  of  $10,000. 
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THE  NATIONAL  PROTECTIVE  LEGION 

Wavebly,  N.  Y. 

Examined  to  ascertain  condition  July  31,  1913. 

Report  dated  September  16,  1913. 

Examiners:    Clarence  J.  Norton  and  Wilbur  F.  Oerm/m. 

Ledger  Assets 

Book  value  of  real  estate $34, 000  00 

Mortgage  loans  on  real  estate 62,  200  00 

Book  value  of  bonds 90,  052  75 

Cash  in  bank 7,205  44 

Total   ledger  assets $193, 458  19 

Non-Ledger  Assets 

Interest  and  rents  accrued $1 ,  474  15 

Assessments  collected  by  subordinate  lodges  not 

paid  into  supreme  body,  estimated 28,096  69 

Total   non-ledger   assets 29,  670  84 

Gross  assets    $223, 029  03 

Deduct  Assets  Not  Admitted 
Book  value  of  bonds  over  market  value 25,  652  75 

Total  admitted  assets $197,  376  28 

Liahilities 

Glass  A  —  Mortuary  claims    $2,  750  00 

Class  A  —  Old  age,  cash  surrender  values 666  68 

Class  B  —  (new)   Mortuary   claims    559  92 

Class  B —  (new)   Disability    claims    awaiting 

final    adjustment    7,  314  11 

Class  B —  (new)   Disability  claims  incomplete  228  00 

Class  C  —  Mortuary   claims    '.  .v. .  . .  665  00 

Class  C  —  Disability  claims  awaiting  final  ad- 
justment     4, 475  05 

Class  C  —  Disability  claims  incomplete 177  90 

Class  B —  (t)ld)    Disability     claims     awaiting 

final    adjustment    * 120  00 

Total  liability  for  claims $16,  956  66 
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Bills,  accounts,  etc.,  due  and  accrued $22, 216  37 

Borrowed  money    6, 000  00 

Advance    aseessments     (unearned     equity     on 

transferred  certificates ) 62, 254  in; 

Cash  values  which  may  be  demanded  on  cer- 
tificates of  members  aged  70  or  over 1,  666  67 

Totel  liabilities $109, 093  70 

Balance  of  assets  over  liabilities $88,  282  58 


The  following  statement  shows  the  income  and  disbursements 
of  the  society,  as  a  whole,  for  the  year  ending  July  31,  1913: 

Balance  ledger  assets,  July  31,  1912 $211,  272  30 

Income 

Assessments,  Class  A   (mortuary)  $109,867  20 

Assessments,  Class  B  (new  form)  89,674  64 

Assessments,  Class  B   (old  form).  6,870  20 

Assessments,  Class  C 69, 789  14 

Assessments,  General  Fund   67,  884  36 

Quarterly  dueft   1 ,  165  50 

Membership   fees    1 12  26 

Total  paid  by  members $345, 313  30 

Interest 7,  099  87 

Rent    from   society's    office    building    (not    in- 
cluding  any   cliarge    for    space    occupied   by 

society  for  the  conduct  of  its  own  business) . .  1,611  00 
Increase  in  book  value  of  securities  transferred 

from  one  class  to  another 1, 000  00 

Borrowed   money    26,  000  00 

Sale  of  lodge  supplies 3,  611  38 

Cash  in  hands  of  treasurer  of  disbanded  lodge 

paid  into  supreme  body 43  46 

Sale  of  office  furniture 98  00 

Miscellaneous 107  12 

Total  income  384,  884  12 

Total     $596, 156  42 

Dishursements 

Death  claims.  Class  A $95,050  66 

Death  claims.  Class  B  (old  form)         2,025  86 

■ 

Death  claims,  Class  B  (new  form)  6,591  43 

Douth  claims.  Class  C 15,  808  17 

Total  death  claims $119,  476  12 
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Disability    claims,   Class    B    (old 

form)     $6, 616  12 

Disability  claims,   Class  B    (new 

form)     105, 72»  87 

Disability  claims,  Olaes  C 68,426  6& 


Total  disability  claims 

Dividends,  Class  B   (old  form) 
Surrendered  policies.  Class  A. 


Total  paid  to  members 

Loss  on  sale  of  securities 

Borrowed  money  repaid 

Salaries    of   organizers 

Salaries   of  office  employees 

Expense  of  organizing 

Officers*  salaries 

Attorney's  fees    (counsel  on  account) 

Taxes,  repairs  and  expenses  on  real  estate. 

Legal    expenses    (litigation) 

Management  and  miscellaneous 

Interest  on  borrowed  nionov 


$180,  771  68 

90^ 

00 

333 

34 

$301,488  14 

774  70 

23,  000  00 

15, 422 

39 

11,941 

94 

11,523 

83 

8,911 

36 

1,532 

57 

1,326  77 

779 

60 

25, 667 

87 

329 

06 

Total  disbursements $402, 698  23 


Balance  ledger  assets  July  31,  1913 $193,458  19 


The  following  statements  show  the  income  and  disbursements 
of  each  fund  for  the  year  ending  July  31,  1913,  and  the  balance 
of  ledger  assets  to  the  credit  of  each  fund  at  the  beginning  and 
ending  of  such  period : 

Class  A   (Mortuary  Fund) 

Balance  ledger  assets  August  1,  1912 $117, 431   35 

Income 

Assessments     $109,  867  20 

Interest 3,  781  00 

Rent    1,137  16 

Total  income   114,785  36 


Total    $232,216  71 
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Diaburaementa 

Death   claims    $95, 060  66 

LoBB  on  sale  of  securities 94  70 

Surrendered  certificates   333  34 

Total  disbursements $95,478  70 

Balance  ledger  assets  July  31,  1913 $136,  738  01 

Cldss  B  {Dividend  Fund) 

Balance  ledger  assets  August  1,  1912 $2, 890  00 

Income 
Assessments 6, 870  20 

Total    $9,760  20 

Disbursements 

Dividends    .. : $907  00 

Disability  loans 6, 615  12 

Death   benefits    2,  025  86 

Total  disbursements    9. 547  98 

Balance  ledger  assets  July  31,  1913 $212  22 

Class  B  (Neiu  Form) 

Balance  ledger  assets  August  1,  1912 $75,  794  07 

Income 

Assessments   $89,  674  64 

Interest    2,  632  87 

Rent    473  84 

Total    income    92, 781  35 

Total   $168,575  42 

• 

Dishursementa 

Disability  claims   $105,  729  87 

Death  claims 6,  591  43 

Loss  on  sale  of  securities 680  00 

Total   disbursements    113, 001  30 

Balance  ledger  assets  July  31,  1913 $55,  574  12 

Class  C 

Balance  ledger  assets  August  1,  1912 $16,712  88 
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Income 

Aflsessmenta   $69 ,  789  14 

Interest  686  00 

Gain  on  transfer  of  securities 1,  000  00 

Total  income   $71,  475  14 

Total    $87, 188  02 

Dishursetnenia 

Disability  claims $68, 4^6  69 

Death  claims  16,808  17 

Total  disbursements 84,234  86 

Balance  ledger  assets  July  31,  1913 $2,  953  16 

Oeneral  Fund 

Ledger  debit  balance  August  1,  1912 $556  00 

Income 

Assessments,  fees  and  dues $69, 112  12 

Supplies 3,  611  38 

Borrowed  money 26, 000  00 

Miscellaneous 248  57 

Total  income 98,972  07 

Difference $98,  416  07 

Diahursemenis 

Borrowed  money  repaid $23,  000  00 

Expenses 77, 435  39 

Total  disbursements    (including  $23,000  borrowed  money 

repaid)  100,435  39 

Ledger  debit  balance  July  31,  1913 $2,019  32 

Recapitulation  of  Balances  of  Funds  July  31,  1913 

Class  A $136,  738  01 

Class  B  (dividend) 212  22 

Class  C  2,  963  16 

Class  B  (new  form) 56,  574  12 

Total $195,477  51 

Deduct  debit  balance  of  General  Fund 2,019  32 

Total  ledger  assets : $193,  458  19 


938  Keports  on  Official  Examination 

The  following  statements  show  the  financial  condition  of  each 
class  on  date  of  this  examination: 

Class  A  {Mortuary) 

Ledger  Assets 

Book  value  of  bonds $72, 790  75 

Mortgage  loans  on  real  estate 34, 200  00 

Cash  in  bank 6, 747  26 

Equity  in  real  estate   (home  office  building)  ..  10,000  00 

Total  ledger  assets   $122,  738  01 

'Son-Ledger  Assets 

Accrued  interest  and  rents $941  55 

Assessment  collected  by  subordinate  lodges  not 

yet  paid  into  supreme  body 9,  033  74 

Total   non-ledgtr  assets    9, 976  29 

Gross   assets    $132. 713  30 

Deduct  book  value  of  bonds  over  market  value 23,990  75 

Total  net  assets $108, 722  55 

Liabilities 

Mortuary  claims $2,  760  00 

Cash  surrender  claims   666  68 

Cash  values  which  may  be  demanded  on  certifi- 
cates of  members  aged  70  years 1,  666  67 

Advanced   assessments    (unearned    equities   on 

transferred  certificates)    9,  843  41 

Total   liabilities    14. 926  76 

Balance  to  protect  certificate  contracts $93,  795  79 

Class  B  {Old  Form) 

Ledger  Assets 
Cash  in  bank $212  22 

"Non-Ledger  Assets 
Assessments  collected  by  subordinate  lodges,  not  yet  turned 

over  to  supreme  lodge 409  00 

Gross  assets    $621  22 

Liabilities 
Disability  claims    120  00 

Balance  to  protect  certificate  contracts  July  31,  1913. . . .  $501  22 
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Class  B  (New  Form) 

Ledger  Assets 

Book  value  of  bonds $17, 262  00 

Mortgage  loans  on  real  estate 28, 000  00 

Equity  in  real  estate  (home  office  building)  ...  24, 000  00 

Cash  in  bank 312  12 

Total  ledger  assets  $69,  574  12 

Non-Ledger  Assets 

Accrued  interest  and  rents $532  60 

Assessments  collected  by  subordinate  lodges  not 

yet  paid  into  supreme  body 7,  576  83 

Total   non-ledger   assets 8, 109  43 


Gross  assets $77,  683  55 

Deduct  book  value  of  bonds  over  market  value 1 ,  662  00 

Total  net  assets $76, 021  55 

Liabilities 

Mortuary   claims  —  approved    $559  92 

Disability  claims  —  approved   7,  314  11 

Disability  claims —  incomplete 228  00 

Advanced   assessments    (unearned   equities    on 

transferred  certificates)    38,  738  99 

Total  liabilities 46,  841  02 

Balance  to  protect  certificate  contracts $29, 180  53 


Class  C 

Ledger  Assets 
Cash  in  bank •     $2,  963  16 

Non-Ledger  Assets 

Assessments  collected  by  subordinate  lodges,  not  yet  paid  into 

Bu^preme  body 6,  034  23 


Gross  assets $8, 987  39 
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Liabilities 

Mortuary  claimB  —  approved $665  00 

Disability  claims  —  approved    4,  475  05 

Disability   claims  —  incomplete    177  90 

Advanced   assessments    (unearned   equities    on 

transferred  certificates)    13,  671*  60 

Total  liabilities $18, 989  55 

Total  deficit  July  31,  1913 $10,  002  16 


General  Fund 

Ledger  debit  balance  July  31,  1913 $2,  019  32 

Non-Ledger  Assets 
.Assessments  collected  by  subordinate  lodges  not  yet  paid  into 

supreme  body    (estimated) 5,042  89 

Net  assets    $3, 023  57 

Liabilities 

Miscellaneous  bills  due  and  unpaid $22,  216  37 

Borrowed   money    6, 000  00 

Total   liabilities    28,  216  37 

Total  deficit  July  31,  1913 $25, 192  80 

Organization 

This  society  commenced  business  in  the  year  1890  and  was 
incorporated  as  a  fraternal  beneficiary  society  in  1891.  The  local 
legions,  or  subordinate  lodges,  are  represented  in  the  iN'ational 
Legion,  the  supreme  legislative  body,  by  delegates  elected  by  the 
menibers.  The  constitution  provides  that  each  legion  may  have 
one  representative  in  the  National  Legion  for  the  first  100  bene- 
ficial members  or  fraction  thereof,  and  one  for  each  additional 
400  members. 

The  National  Legion  is  composed  of  the  national  officers,  mem- 
bers of  standing  committees  and  the  duly  elected  representa- 
tives of  the  local  bodies.  It  meets  biennially  on  the  third  Tues- 
day of  September.  A  session  will  be  held  this  year  in  Detroit, 
Mich. 

This  body,  besides  making  the  general  laws  for  the  government 
of  the  whole  society,  elects  the  national  officers  and  fixes  their 
compensation. 
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The  business  affairs  of  the  order  are  managed  by  the  executive 
board,  which  is  composed  of  the  twelve  national  officers.  The 
management  of  the  whole  society  is  practically  vested  in  this 
board. 

Plans  of  Insueawob 

The  principal  business  of  this  society  until  December  31,  1910, 
was  the  writing  of  the  so-called  five-year  cash  dividend  business. 
On  said  date  it  discontinued  writing  this  class  of  business,  and 
since  that  time  it  has  limited  its  business  to  the  writing  of  regular 
forms  of  life  and  disability  insurance  in  three  general  classes. 

The  dividend  business  known  as  "  old  class  B  "  which  was  in 
force  at  the  time  the  society  ceased  writing  this  kind  of  business, 
has  now  been  practically  extinguished.  Some  of  the  members 
were  transferred  to  other  classes  and  others  have  terminated  their 
membership.  On  date  of  this  examination  there  were  only  245 
certificates  remaining  in  this  clase,  of  which  26  certificates  were 
under  suspension. 

The  history  of  "  old  class  B  "  has  been  fully  given  in  former 
reports  published  by  this  department. 

The  following  schedule  shows  the  monthly  dividends  paid  on 
certificates  of  this  class  maturing  since  October  1,  1912,  based 
on  a  $2  monthly  assessment  rate: 

1912.  1913. 

$16  16 

11  74 

7  30 

3  46 

2  70 

The  three  general  classes  of  business  now  being  written  are 
described  as  follows: 

Class  A  : 

The  society  limits  its  business  in  this  class  to  life  insurance 
exclusively.  Certificates  are  issued  under  six  different  forms 
embracing  whole  life  and  term  insurance.  In  certain  of  such 
forms  a  provision  is  made  that  members  arriving  at  the  age  of  70, 

•  No  dividends  have  boon  computed  since  this  d&te.    Hereafter  they  will  be 
computed  quarterly. 


Oct. 

1 

$13  30 

Jan.        1 

Nov. 

1 

11  46 

Feb.        1 

Dec. 

1 

9  62 

March    1 
April      1 
May        1 

June       1 
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in  the  event  of  disability,  shall  have  the  option  of  taking  a  certain 
immediate  benefit,  such  as  paid-up  insurance  or  cash  surrender 
values.  Another  form  provides  that  should  temporary  or  per- 
manent disability  for  not  less  than  two  weeks  occur  prior  to  age 
70,  the  payment  of  assessments  will  he  waived  during  such  dis- 
ability. 

Persons  are  eligible  for  admission  in  this  class  who  are  not  less 
than  18  or  more  than  60  years  of  age,  and  must  pass  a  medical 
examination.  The  minimum  insurance  issued  on  one  life  is  $250 
and  the  maximum  $5,000. 

The  rates  for  the  whole  life  certificates  are  based  on  the 
National  Fraternal  Congress  table  of  mortality  with  interest  at 
SVo  per  cent.,  and  for  the  term  certificates,  on  the  same  table  with 
interest  at  4  per  cent.  A  loading  is  added  for  expenses.  The 
rates  were  computed  by  Actuary  Landis. 

Class  B: 

This  plan  was  adopted  to  take  the  place  of  Class  B,  old  form, 
but  eliminating  the  cash  dividend  feature. 

The  full  rate  certificate,  for  which  the  assessment  rate  is  $2 
per  month,  regardless  of  age,  provides  for  $50  'benefit,  if  death 
occurs  within  ten  months,  and  thereafter  for  $5  per  month  for 
each  complete  month  of  membership  until  the  benefit  shall  have 
reached  the  sum  of  $150;  thereafter  it  remains  level  at  the  latter 
amount. 

The  certificate  also  provides  for  disability  benefits  at  the  rate 
of  $15  per  week,  on  a  full  rate  certificate,  not  to  exceed  ten  weeks 
per  year  for  each  completed  year  of  membership  below  fifty  years 
of  age.  For  members  over  fifty  the  benefit  is  graded  according  to 
a  table  set  forth  in  the  constitution  of  the  society.  No  medical 
examination  is  required  to  be  admitted  in  this  class. 

Class  C: 

Certificates  in  this  class  are  issued  to  members  based  on  graded 
rates  according  to  age.  These  certificates  are  issued  in  four  differ- 
ent forms,  covering  both  life  and  general  disability  insurance, 
and  one  form  covering  accidental  death  and  disability  exclusively. 
The  minimum  death  benefit  issued  is  for  $200,  and  the  maximum 
$600,  covering  regular  life  insurance.    The  special  accident  certifi- 
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cate  provides  $1,000  in  the  event  of  accidental  death.  Certain 
limitations  are  placed  on  the  length  of  disalbility  benefits,  baaed 
on  the  time  the  certificate  has  been  in  force.  Medical  examina- 
tion is  required  to  be  admitted  to  this  class. 

Assets 
Real  Estate: 

The  real  estate  owned  by  the  society  consists  of  its  home  office 
building  in  Waverly,  N.  Y.  The  building  is  a  three  story  and 
basement  structure,  erected  by  the  society  several  years  ago  at  a 
total  cost  of  $70,289.21.  In  December,  1911,  its  value  was  ap- 
praised by  a  special  appraiser  representing  this  department,  who 
fixed  the  market  value  at  $34,000. 

This  asset  was  formerly  the  property  of  "  old  class  B,"  but  in 
closing  up  the  affairs  of  this  class  it  became  necessary  for  the 
management  to  dispose  of  it,  and  it  was  finally  transferred  to 
Class  A  and  "  new  Class  B  "  at  the  said  appraised  value  in  the 
following  proportion:    Class  A,  $10,000;  Class  B,  $24,000. 

The  gross  rent  received  from  this  property  for  the  year  cover- 
ing this  examination  for  space  not  occupied  by  the  society 
amounted  to  $1,611.  The  society  does  not  charge  itself  for  rent 
directly  for  the  space  it  occupies  but,  in  lieu  thereof,  pays  out 
of  the  general  fund  the  taxes,  repairs  and  insurance  on  the  build- 
ing. 

Securities: 

The  following  bonds  are  in  default  as  to  payment  of  either 
the  principal  or  interest : 

Pureheue        Market  Date  of 

DeaeripHon  of  bonda  price  value  defautt 

Buflfalo  &  Suaq.  Ry.  1963  AYzB $10, 000  $900  May      1,  1010 

Eden  Irrig.  &  Land  Co.  1016  6b 4, 850     Jan.      1,  1913 

Pana  Coal  Oo.  1913  Gs 9, 900  5,000  Feb.     1,  1913 

Leadville  Light  &  Power  Co.  1924  68 8,  500  7,500  March  1,  1913 

Laramie,  Hahn's  Pk.  &  Pac.  Ry.  1932  68.  4,012  2,000  July      1,  1913 

City  of  Gro88dale,  111.,  1911-1912  48 1, 760  1, 000  Nov.     1,  1911 

Totals    $39, 112  $16,400 


Cash  in  hank: 

The  society  has  but  one  depository,  the  First  l^ational  Bank 
of  Waverly,  N.  Y.     A  schedule  of  the  cash  balance  of  the  society 
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in  this  bank  on  the  first  of  each  month  from  January  1,  1913  to 
August  1,  1913,  inclusive,  as  shown  by  the  books  of  the  society 
and  bank,  respectively,  the  difference  being  represented  by  outr 
standing  checks,  is  as  follows : 

Soddj^t  Bank 

bakmeei  halaneta 

January,  1913 $19,737  87  $33,208  74 

February,  1913 30,252  42  41,288  66 

March,  1913 32, 487  64  44, 142  81 

AprU,  1913 22, 161  68  39,824  92 

May,  1913 11,956  14  23, 339  70 

June,  1913 1, 597  33  11, 154  64 

July,  1913 9, 428  64  16, 939  88 

August,  1913 7,205  44  21,370  41 

The  average  balance  for  the  above  period,  using  the  bank's 
balances,  was  $28,783.72.  In  the  year  1912  the  society  received 
interest  from  this  source  amounting  to  $208.34.  For  the  year 
1913  no  interest  h-as  been  received  up  to  the  date  of  this  examina- 
tion, to  wit,  July  31,  1913. 

Expense  of  Management 

It  is  obvious  that  the  expense  of  management  of  this  society  is 
too  high.  For  the  year  covering  this  examination  the  total  dis- 
bursements for  expenses  amounted  to  $77,435.39,  or  approx- 
imately 221/2  P^r  cent,  of  the  total  income  from  members.  These 
figures  do  not  take  into  account  accrued  claims  still  unpaid  on 
July  31,  1913,  which  are  obligations  against  the  expense  fund, 
amounting  to  $25,192.80,  for  the  reason  that  the  items  of  expense 
actually  paid  during  the  said  year  include  certain  claims  which 
were  incurred  prior  to  the  beginning  of  such  period.  However, 
it  is  probable  that  the  claims  unpaid  at  the  beginning  of  the  year 
did  not  nearly  equal  the  amount  last  above  mentioned.  In  other 
words  the  society  is  constantly  running  behind  in  this  fund. 

It  will  be  noted  in  the  foregoing  financial  statement  of  this  fund 
that  on  date  of  this  examination  the  management  had  borrowed 
from  other  funds  and  used  for  expenses  the  sum  of  $2,019.32. 
However,  this  would  be  more  than  offset  by  the  credit  due  the 
expense  fund  for  its  proportion  of  assessments  levied  in  July, 
but  not  received  at  the  home  office  on  the  31st  of  said  month. 

We  find  that  among  the  claims  unpaid  is  an  item  of  $6,000 
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ft 

for  money  borrowed;  that  many  of  the  miscellaneous  claims 
have  been  assigned  to  the  president,  George  A.  Scott,  who  has 
personally  advanced  the  cash  in  payment  thereof,  expecting  to 
reimburse  himself  when  conditions  warrant  it. 

It  appears  that  the  cause  of  the  heavy  expense  ratio  is  due  to 
the  great  struggle  the  society  is  making  to  obtain  new  members  to 
offset  the  tremendous  lapsation  of  old  ones,  due  particularly  to 
the  deplorable  outcome  of  the  old  cash  dividend  business.  We 
find  that  for  the  year  under  examination  the  society  disbursed 
$15,422.39  for  salaries  of  organizers;  $11,523.83  for  expense  of 
organizing;  $3,185.67  for  rent  of  offices  of  organizers  and  agents; 
$1,907.05  for  organizers'  traveling  expenses,  or  a  total  of  $32,- 
038.94,  or  about  41%  per  cent,  of  the  total  expense  disbursements, 
for  obtaining  new  members.  These  figures  do  not  include  any 
charge  for  postage,  stationery,  printing,  advertising,  medical  ex- 
aminations, or  traveling  expenses  of  officers,  trustees  and  com- 
mittees. * 

Much  retrenchment  has  been  made  on  account  of  salaries  of 
officers  and  employees,  as  well  as  for  incidental  expenses  at  the 
home  office. 

The  plight  in  which  the  society  now  finds  itself  with  regard  to 
expense  revenue  is  causing  it  considerable  embarrassment,  and  un- 
less it  can  devise  means  soon  whereby  expenses  can  be  kept  within 
the  income  to  the  expense  fund,  and  the  comparatively  large  deficit 
already  created  wiped  out,  it  will  not  bo  long  before  the  general 
credit  of  the  society  will  be  seriously  impaired. 

It  was  stated  that  a  certain  amendment  to  the  constitution, 
looking  to  the  increase  of  the  expense  fund,  would  be  brought 
before  the  regular  convention  of  the  society  which,  since  the  work 
of  this  examination  has  been  completed,  has  been  held  in  Detroit, 
Michigan.  The  amendment  mentioned  proposes  to  hereafter  issue 
all  certificates  in  classes  A  and  C  on  the  preliminary  term  basis, 
and  use  for  expenses  the  excess  of  the  first  year's  assessments 
over  the  current  cost  for  the  benefits  provided  therein.  This  may 
aid  the  expense  fund  to  a  certain  extent,  but,  in  the  opinion  of 
your  examiners,  the  society  must  either  further  reduce  its  cost 
of  management  or  levy  extra  assessments  upon  all  members 
equitably,  directly  for  the  expense  fund. 
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The  following  table  shows  the  amount  and  derivation  of  the 
expense  fund  by  niowths  for  the  year  of  this  examination;  also 
the  amount  of  disbursements  for  each  month  for  the  same  period : 


Portion  of    ] 

Member- 

Sale  of 

Total 

regular 

Bhip 

lodge 
Bupimee 

Miscel- 

Total 

disburse- 

1012 

assessmenta 

fees 

Dues 

laneous 

inoome 

ments 

August. . . . 

S7.319  55 

%6  60 

$418  39 

$65  60 

$0  60 

$7,809  54 

$8,310  43 

September. 

6.688  31 

5  56 

181  68 

37  60 

20  00 

6,933  05 

7,238  75 

October .  . . 

6.249  43 

3  13 

242  83 

31  00 

49  16 

6.575  64 

6.924  66 

November . 

5.685  62 

44  69 

303  54 

266  60 

50 

6,290  86 

6.312  07 

December.. 

1913 
January . . . 

5,668  76 

9  90 

174  06 

22  60 

31  50 

6,896  71 

5,806  74 

5,193  78 

15  10 

232  58 

24  50 

37  00 

6,602  96 

6.327  46 

February. . 

5,320  56 

7  60 

136  24 

248  00 

18  04 

5,729  34 

6.196  09 

March .... 

5,221  61 

4  19 

50  17 

26  00 

46  63 

6,348  60 

6.126  91 

April 

May 

5,202  87 

10  04 

920  23 

26  50 

1  80 

6,160  44 

6,324  74 

5,141  49 

2  93 

640  81 

249  00 

5.934  23 

6,420  77 

June 

5,109  60 

62 

138  98 

41  50 

is  45 

5,304  16 

6.784  98 

July 

5.042  89 
S67.834  36 

8  00 

272  87 

138  00 

30  00 

6,486  76 
$72,972  07* 

6,662  79 

Totals 

SI 12  26 

$3,611  38 

$1,165  60 

$248  57 

$77,436  39 

Increased  Assessments 

Among  other  amendments  to  be  proposed  at  the  said  convention 
is  one  providing  that  future  entrants  in  classes  A  and  C.  shall  pay 
assessments  to  equal  the  present  tabular  rate,  according  to  age, 
plus  one  year.  For  example  the  rate  now  being  paid  by  a  mem- 
ber aged  31,  at  entry,  would  be  the  rate  paid  by  future  members 
at  age  30. 

From  the  present  financial  condition  of  Class  C,  as  shown  in 
this  report,  it  is  apparent  that  an  increase  in  assessment  rates 
of  this  class  cannot  be  made  too  soon.  It  remains  to  be  seen 
whether  the  new  rates,  to  be  collected  of  new  members  only,  will 
be  sufficient  to  eliminate  the  deficit  in  this  class. 

Transfer  of  Bonds  from  Old  Class  B 

We  find  that  on  or  about  November  9,  1911,  $10,000  par  value 
of  gas  and  electric  bonds  of  Paris,  111.,  were  transferred  from  old 
Class  B  to  Class  C  for  $8,700;  that  on  or  about  April  10,  1913, 
the  same  bonds  were  transferred  from  Class  C  to  Class  A  for 
$9,700.  At  the  time  the  said  bonds  were  transferred  from  old 
Class  B  the  market  value  thereof  was  not  less  than  $9,200,  and 
at  the  time  they  were  transferred  from  Class  C  to  Class  A  they 
were  worth,  in  the  market,  approximately  the  same  amount. 
It  is  true  that  the  financial  condition  of  Class  C  needed  strength- 
ening but,  at  the  same  time,  we  do  not  believe  this  fact  would 

*Doea  not  include  a  balance  of  $3,000  borrowed  during  the  year. 
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warrant   the  management   in   discriminating   against   tlie   otlier 
classes  mentioned  in  this  way. 

We  therefore  recommend  that  Class  C  reimburse  old  Class  B 
and  Class  A  to  the  extent  of  $500  each. 

National  Officers  and  Their  Salaries 

The  following  schedule  shows  the  salaries  of  oflScers  fixed  by 
the  convention  held  in  1911  and  the  amounts  drawn  since  Decem- 
ber, 1,  1912: 


National  officers 

President  Geo.  A.  Scott 

Vice-president  Geo.  A.  Dudley. 


Salaries    fixed   bj 

1911   Convention 

per  annum 


Salaries    drawn    since 
December    1,    1912 


Secretary  H.  C.   Lockwood 

Treasurer    H.    C.    Bruster 

Medical  examiner  W.  M.   Hilton .... 
Trustee  chairman  D.  C.  Cumpston . . 

Trustee  B.   Llchtenberser 

•Trustee  Q.  A.   Hodgklnson 

Auditor  B.  F.  Spencer 

Auditor  Jas.  H.  Noon 

Auditor  E.  D.  Born 

Counsel  for  the  Legion,  F.  L.  How- 
ard   


$5,000    $250    per   month 

$10   ner   day   and 

expenses    None 

$2,500    $50  per  month 


;i,800 
;2,750 
^600    . 


$600 


150  per  month 

190.97  per  month 

25  per  month 

10  per  day  and  expenses 

10  per  day  and  expenses 

30  per  month 

10  per  day  and  expenses 

10  per  day  and  expenses 


$1,800    $100  per  month 


The  president  stated  that  no  liability  existed  on  the  part  of  the 
society  for  salaries  voted  by  the  last  convention  and  not  drawn  in 
full. 

Membership  and  Insurance 

The  following  table  shows  the  membership  and  insurance  in 
force  by  classes  on  July  31,  1913,  the  date  of  this  examination: 

Cla88 

A         

B        Old  Form 

B       New  Form 

C        


Membership 

NumbnH 

11,030 

$10.  075,  450 

245 

8,058 

8,116 

3, 243, 500 

Total 


27,449 


Certain  certificates  under  suspension,  the  holders  of  which 
have  the  right  of  reinstatement,  are  included  in  the  above  figures, 
and  amount  to  3,399  in  all  classes.  Hence  the  total  number  of 
certificates  in  full  force  was  24,050.  This  shows  a  decrease  of 
1,096  from  December  31,  1912,  using  the  figures  submitted  by  the 
management  in  the  annual  statement  as  of  that  date. 

*  Resigned  January  9.  1913.  | 
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ORDER  OF  ADELPHI 

ROCHESTEE,    N.    Y. 

Examined  to  ascertain  condition  January  19,  1914. 

Report  dated  Jamrnry  20,  1914. 

Examiners:   Clarence  J.  Norton  and  J.  Frank  Tucker. 

Ledger  Assets 
Bank  depositB   $7, 384  79 

Non-Ledger  Assets 
Assessments  actually  collected  by  subordinate  lodges  but  not 

turned  over  to  supreme  lodge 168  30 

Gross  assets $7, 553  09 

Lmbilities 

Unpaid  bills  and  accounts $114  25 

Assessments  paid  in  advance 123  65 

Total  liabilities  237  90 

Balance $7, 315  19 

The  income  and  disbursements  from  January  1,  1913  to  Janu- 
ary 19,  1914,  inclusive,  were  as  follows: 

Income 

Assessments  and  fees $6, 022  15 

Interest  on  bank  balance 237  92 

Total  income $6,  260  07 

Balance,  ledger  assets  December  31,  1912 7, 346  74 

Total $13, 606  81 

Disbursements 

Death  claims   $4,  000  00 

Commissions  and  fees  to  deputies  and  organ- 
izers    46  00 

Salaries  of  officers 1,  400  00 

Management  and  miscellaneous ^       556  02 

Loans  repaid  to  directors 220  00 

Total   diaburRomentR    6, 222  02 

Balance,  ledger  assets  January  19,  1914 $7, 384  79 
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Sixty-five  per  cent,  of  the  assessments  are  credited  to  the  mortu- 
ary fund  and  thirty-five  per  cent  to  the  expense  fund.  The  in- 
come and  disbursements  for  these  two  funds  from  January  1, 
1913,  to  January  19,  1914,  inclusive,  and  the  balances  as  of  Jan- 
uary 19,  1914,  were  as  follows: 

MORTUARY  FVND 

• 

Income 

ABBesamentB $3,  886  62 

Interest  on  bank  balances 237  92 

Total  income   $4, 124  44 

Balance  December  31,  1912 7, 010  97 

Total    $11, 135  41 

Disbursements 
Death  claims 4,000  00 

Balance,  January  19,  1914 $7, 135  41 

EXPENSE  FUND. 

Income 
Assessments  and  fees $2, 135  63 

Total  income   $2,  136  63 

Balance,  December,  31,  1912 335  77 


• 


Total $2,471  40 

Disbursements 
Total  expenses  of  management 2,222  02 

Balance,  January  19,  1914 $249  38 

FUND  BALANCES  JAN.  19,  1914. 

Mortuary $7, 135  41 

Expense 249  38 

Total  ledger  assets,  January  19,  1914 $7,  384  79 

Assets 
The  cash  in  banks  was  verified  by  certificates  obtained  from 
the  banks  and  reconciled  with  the  records  of  the  society.     The  as- 
sessments actually  collected  by  subordinate  lodges,  but  not  yet 
turned  over  to  the  supreme  lodge,  represent  assessments  received 
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by  the  secretary  in  his  capacity  as  secretary  for  the  local  lodge. 
This  amount,  $168.30,  is  deposited  in  his  name  as  supreme  secre- 
tary, hut  it  is  not  customary  for  him  to  turn  such  collections  over 
to  the  supreme  treasurer  until  the  end  of  the  month.  The  amount 
was  verified  by  bank  certificate. 

lAahUities 
There  are  no  unpaid  death  claims.     The  assessments  paid  in 
advance  represent  all  assessments  paid  for  the  year  1914,  but  few 
members  having  paid  their  January  assessments. 

Mernbership 
Since  this  society  began  business,  in  1911,  its  membership  has 
been  steadily  falling  off.  Although  the  required  number  of  ap- 
plications to  comply  with  the  law  were  received,  only  318  certifi- 
cates, representing  $338,500  of  insurance,  were  actually  issued, 
the  remainder  of  the  applicants  refusing  to  accept  them.  The 
total  number  of  certificates  issued  were  as  follows : 

Number  of  AmowU  of 

Year  of  iMSiu  cerHfieate$  in$watie$ 

1911 318       $338, 600  00 

1912 121        87,000  00 

1913 8         7,000  00 


447       $432, 600  00 


The  certificates  in  force  on  the  dates  given  below  were  as 
follows : 

Number  of  Amount  of 

Date  certifieatee  ituwranee 

December  31,  1911 233  $262, 600  00 

December  31,  1912 223  226, 600  00 

December  31,  1913 114  126, 000  00 

January    19,  1914 108  121,000  00 

Six  of  the  members  reported  as  in  good  standing  on  December 
31,  1913,  have  failed  to  pay  their  December  assessments  and  have 
not,  therefore,  been  considered  as  in  good  standing  on  January  19, 
1914. 

Recommendation 
In  view  of  the  facts  herein  set  forth  it  appears  that  the  further 
transaction  of  business  by  this  society  will  be  hazardous  to  its 
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members,  its  creditors  and  the  public.  We  therefore  recommend 
that  the  Superintendent  apply  to  the  Supreme  Court  for  an  order 
to  liquidate  the  society  under  the  provisions  of  section  63  of  the 
Insurance  Law. 


THE  OKDER  OF  THE  GOLDEN  SEAL 

RoxBURY,  ]Sr.  Y. 

Examined  to  ascertain  condition  September  30,  1913. 
Report  dated  November  26,  1913. 
Examiner:  John  E.  Diefendorf. 

Statement  of  Assets  and  Liabtuties 

Ledger  As-sets 

Northern  Department: 

Real  efitate  (book  value) $21,  866  22 

Mortgage  loans  on  real  estate 250,  358  79 

Contracts  for  sale  of  real  estate 11, 826  00 

Corporate  and  municipal  bonds  (book  value) 286,416  26 

Cash  in  banks 1,  563  47 

Cash  in  oflBce 72  96 

Accounts  receivable,  representing  disbursements  not  yet  charged 

to  general  fund 24,  441  40 

Furniture  and  fixtures  (not  yet  charged  to  general  fund) ....  632  38 

Loans  on  death  benefit  certificates 378  00 

Total  ledger  assets $597,  552  48 

SotUhem  Department : 

Real  estate  (book  value) $50,  957  58 

Mortgage  loans  on  real  estate 2,  000  00 

Stocks 3,  500  00 

Cash  in  banks 1, 120  34 

Cash  in  office 6  42 

Loans  on  deatli  benefit  certificates 92  09 

Bills  receivable 688  43 

Furniture  and  fixtures 2, 276  55 

Organizers  and  camp  balances 460  85 


Total  ledger  assets $61 ,  102  26 


Total  ledger  assets,  both  departments $668,  664  74 
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Non-Ledger  Assets 

Northern  Department: 

IntereBt  due  and  accrued  on  bonds $4,  849  1 1 

Interest  accrued  on  mortgages 6, 234  20 

Interest  due  on  mortgages 1, 211  71 

Interest  due  and  accrued  on  real  estate  contracts 338  75 

Assessments  in  process  of  collection 8, 345  60 

Assessments  in  process  of  collection    (Assurance  League  cer- 
tificates, less  overdraft  and  salaries  advanced) 6,  321  10 

Liens   and   accrued    interest    (Assurance   League   certificates, 

option  3) 25,241  63 

Total  non-ledger  assets $52,  542  10 

Southern  Department: 

Interest  accrued  on  mortgage $28  33 

Rents  accrued 206  00 

Assessments  in  course  of  collection 2, 575  96 

Excess  of  market  value  of  five  shares  of  Virginia  Trust  Com- 
pany stock  over  book  value 290  00 

Excess  of  appraised  value  of  real  estate  over  book  value....  2,348  70 


• 


Total  non-ledger  assets $5, 447  48 

Total  non-ledger  assets    (both  departments) $57, 989  68 

Gross  assets  (both  departments) $716, 644  32 

Assets  not  Admitted 

Northern  Department: 

Excess  of  book  value  of  bonds  over  market  value $45,  731  66 

Accounts   receivable 24,  441  40 

Furniture  and  fixtures 632  38 

Second  mortgage  on  real  estate,  uncoUectable  (J.  Kennedy)..  637  51 

Total  Northern  Department $71,  342  95 

Southern  Department: 

Furniture  and  fixtures $2, 276  55 

Bills  receivable 688  43 

Organizers  and  camp  balances 460  85 

Total  Southern  Department $3, 425  83 

Total  assets  not  admitted   (both  departments) $74,  768  78 

Total  admitted  assets  (both  departments) $641,  875  54 
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Liabilities 

Northern  Department: 

Reserye,  American  3%%  mortuary  class,  0.  6.  S.  certificates. .  $45,  792  00 
Reserve,  American  3%%  Assurance  League  certificates  except 

step-rate  plan 89, 066  00 

W.  N.  Coler  &  Co.,  borrowed  money,  wltli  accrued  interest 71, 720  62 

W.  N.  Coler  &  Co.,  Delaware  County  Electric  Light  &  Power 

Co.,  balance  on  reorganization,  guaranteed  by  order 4, 232  96 

Advance  assessments 2, 400  34 

Unearned  assessments  credited  as  advance  payments  to  mem- 
bers transferring  certificates  from  dividend  class  under  op- 
tion 1 2, 118  29 

Unearned  assessments  credited  as  advance  payments  to  mem- 
bers transferring  certificates  from  dividend  class  under  op- 
tion 2 2,032  62 

Dividends  on  old  plans  which  matured  prior  to  October  1st, 

1913,  and  unpaid  on  said  date 12, 495  81 

Equities   held   in   trust   on   dividend   certificates   of  members 

transferring  under  option  2 46, 802  02 

Equities  held   in   trust   on   dividend   certificates  of   members 

transferring  under  option  3 2, 038  67 

Death  claims,  D.  B.  plan 2, 000  00 

Death  claims,  Assurance  League 28,  788  46 

Disability  claims,  combination  plan 3, 432  60 

Disability  claims,  H.  &  A.  plan 570  64 

Disability  claims,  contested 150  00 

Miscellaneous  bills  and  accounts 4, 163  01 

Salary  of  associate  counsel  accrued,  contingent  on  approval..  1,250  00 
Interest    due    beneficiaries    on    Assurance    League    certificates 

( errors  in  computing  interest ) 52  65 

Promissory   notes 15,  000  00 

Miscellaneous  ledger  balances .' 497  32 

Total  Northern  Department $334,  583  73 

Southern  Department : 

Reserve  American  3^%  mortuary  class,  0.  G.  S $1,  904  00 

Promissory  note  (present  value  of  discounted  note  due  De- 
cember  10,  1913) 9,  886  33 

Unearned  interest  on  mortgage  paid  in  advance 37  33 

Advance  assessments 1,  926  65 

Death  claims 6, 456  53 

Disability  claims 177  50 

Miscellaneous  bills  and  accounts 1, 349  87 

Taxes  and  repairs 249  68 

Total  Southern  Department $21, 985  79 

Total  liabilities,  both  departments $356,  669  62 

Balance  to  protect  certificate  contracts $286,  306  02 
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A  statement  of  the  income  and  disbursements  for  the  nine 
months  ending  September  30,  1913,  is  as  follows: 

Both  Departments 

Balance,  ledger  assets  December  31,  1912 $1, 025,  309  07 

Income 

Asisessments : 

Benefit  fund $49, 021  68 

Mortuary  fund 13,  257  72 

General  fund 50, 433  81 

Contingent  fund 2,  602  19 

•Assurance  League  mortuary  fund 82,  048  61 

Fraternal  Life  and  Accident  mortuary  fund. ..  17,020  41 

Certificate    fees 36  50 

Total  income  from  members $214,  420  82 

Interest  on  mortgages 11 ,  260  76 

Interest  on  bonds 16 ,  871  84 

Interest  on  bank  deposits 343  39 

Dividends  on  stocks 20  00 

Interest  on  disability  loans 3, 246  03 

Rents 3,008  90 

Local  camp  supplies 645  44 

Disability  loans  returned 24, 465  33 

Borrowed  money  —  notes 25, 000  00 

Borrowed  money  from  Coler  &  Co 7, 103  65 

Miscellaneous 210  01 

Total  income  306.  586  07 


Total $1,  331,  895  14 

Disbursements 

Death  claims. 

F.  L.  &  A.  A $10,  343  76 

H.  &  A.  plan 7,  508  20 

D.  B.  plan 7,  750  00 

Assurance  League 107 ,  175  00 

C.  &  P.  plan 150  00 

Disability  benefits 37, 965  60 

Disability  loans 8, 097  61 

Dividends,  H.  &  A.  plan 212,  510  15 

Dividends,  D.  B.  plan 4,  578  11 

Dividends,  equities  paid  on  dividend  certificates 

prior  to  luatiirity 119,  720  20 

Surrender  values 485  84 

Total  yaid  to  members $616,284  26 

*  Does   not  include   assessment   liens   charged  against   Option  3   certlflcatea  not 
carried  as  a  ledger  asset. 
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Inyestigatiiig  and  adjusting  claims $5, 498  21 

Interest  oa  borrowed  money *  . .  6, 080  08 

Commissions    and    salaries    of    organizers    and 

agents 30, 122  15 

Collections  3,702  10 

Legal  expenses 2, 328  25 

Local  camp  supplies 276  00 

Agency  expense 6, 503  63 

Actuarial  expense 4, 356  40 

RenU 946  00 

Rents,  branch  offices 250  00 

Traveling  expenses 13,  501  84 

Salaries  of  officers  for  1912 19,  717  79 

Salaries  of  committees  for  1912 2,  400  00 

Salaries  of  officers  for  1913  —  Southern  Depart- 
ment*       4, 900  00 

Salaries  of  office  employees 9, 268  87 

Medical  examination  fees 735  00 

Advertising,  printing  and  stationery 3, 324  96 

Advance  commissions 2,  664  80 

Postage,  telegraph,  telephone,  express,  office  sup- 
plies,  etc 3,  029  46 

Official  publication $1,  499  93 

Assurance  League  general  fund  expenses,  includ- 
ing judgment  paid,  legal  expenses  and  ac- 
countant's fee   3, 070  76 

Supreme  camp  expense 3,  444  96 

Transfer  expense 1,  329  56 

Miscellaneous  items 1 ,  724  69 

Taxes,    repairs,   etc.,   on    real    estate    (Southern 

Department) 888  42 

Assessments  and  fees  returned 184  87 

Insurance  department's  fees  and  licenses 256  50 

Loss  on  sale  of  assets  (0.  G.  S.) . . .     $21, 376  35 
Loss  on  sale  of  assets  (A.  L.) 5, 575  56 


26,951  91 


Total  disbursements $673, 240  40 


Balance  ledger  assets  September  30,  1913 $658,  654  74 


A  statement  of  the  income  and  disbursements  of  the  various 
funds  of  the  order  from  January  1,  1913,  to  September  30,  1913, 
inclusive,  is  as  follows: 

*  Salaries  paid  in  Northern  Department  carried  as  individual  accounts,   not  yet 
posted  to  salary  account. 
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Northern  Department 

Benefit  Fund 
Balanoe  December  31,  1912* $492, 454  63 

Income 

AsseMmenis   $43,995  26 

Interest  from  securities  and  banks  (adjusted) ...  19, 153  72 

Interest  from  disability  loans 3, 246  03 

Rents 132  00 

Disability  loans  returned 24,  455  33 

Transferred  from  Southern  Department 15, 000  00 

Borrowed  money   (notes) 15, 000  00 

Borrowed  money  (Coler  &  Co.) 7, 103  65 

Total  income  128,  085  89 

Total $620,540  62 

Disbursements 

Dividends $212,  510  15 

Death  losses 7,  608  20 

Disability  benefits 28,  790  50 

Permanent  disabilities 750  00 

Disability  loans 8,  097  51 

Adjusting  claims 4, 276  17 

Interest  on  borrowed  money 4,  885  08 

Miscellaneous,  taxes,   recording  fees,  etc 1,370  94 

Loss  on  sale  of  ledger  assets 21,  376  35 

Transfer    to   general    fund,    representing    credits 

made  through  error 3,  437  40 

Transfer  to  transfer  fund 33,  325  32 

Total  disbursements 326,  327  62 

Ledger  balance  September  30,  1913 $294, 212  90 

Mortuary  Fund 
Balance  December  31,  1912 $71,  405  22 

Income 

Assessments    $12,841  40 

Interest  from  securities  and  banks,  adjusted 3, 106  07 

Total  income   16, 947  47 

Total $87,  352  69 

*  Does  not  Include  $35,000  due  from   Southern  Department. 
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Diaburaementa 

Death  claims $7,  750  00 

Dividends 4,  578  11 

Surrender  values 485  84 

Transfer    to   general    fund,    representing   credits 

made  through  error 210  57 

Total  disbursements $13,030  52 

Ledger  balance  September  30,  1913 $74,822  17 

MoBTUAET  Fund,  Assubance  League 
Balance  December  31,  1912 $193, 254  37 

Income 

Assessments* $82,  048  61 

Interest  from  securities  and  banks,  adjusted....         5,931  96 

Total  income  87, 980  67 

Total $281, 234  94 

Dishursementa 

Death  claims $107, 175  00 

Loss  on  sale  of  ledger  assets 5,  575  56 


M' 


'I' 


Total  disbursements 112,  760  56 

i^edger  balance  September  30,  1913 $168, 484  38 

General  Fund 
Balance  December  31,  1912 $2, 499  53 

Income 

Assessments $35,  194  65 

Local  camp  supplies 610  05 

Transfer  from  contingent   fund 24,  180  58 

Transfer  from  benefit   fund 3,  437  40 

Transfer  from  mortuary  fund 216  57 

Miscellaneous 210  01 

Total  income  63, 849  26 

Total ; $66,  348  79 

Dishuraementa 

Management  expenses $87,  662  84 

Fees  returned  to  members 85  72 

Total  disbursements  87, 748  66 

Ledger  deficit  September  30,  1913 $21,  399  77 

*  Does  not  Inclade  assessment  liens  charged  against  Option  3  certificates. 
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General  Fund,  Assurance  League 
Balance  December  31,  1912 $23,  425  64 

Income  Nil 

Disbursements 

E.  M.  Stone,  accountant $250  00 

Legal  expenses 100  00 

£.   A.   Isaacs,  legal   expenses  and   disbursements 

in  re    Lehrer  case 1,  008  70 

Lehrer  judgment   1,  712  06 

Total   disbursements    3, 070  76 

Ledger  balance  September  30,  1013 $20,  354  88 

Contingent  Fund 
Balance  December  31,  1912 $24, 180  58 

Income 
Assessments 2,  348  99 

Total $26, 629  57 

Disbursements 
Transferred  to  general  fund 24, 180  58 

Ledger  balance  September  30,   1913 $2, 348  99 

Transfer  Fund 
Balance  December  31,  1912 $146,  953  37. 

I 

Income 

Transferred  from  benefit  fund  as  equities  of  dividend  certifi- 
cates not  yet  matured 33, 325  32 

Total $180,  278  69 

Disbursements 

Transfer  expense* : $1,  329  56 

Equities  paid  to  dividend  members  on  certificates 
not  yet  matured 119,  720  20 

Total   disbursements    121, 049  76 

Ledger  balance  September  30,  1913 $59, 228  93 

*  Will  be  transferred  later  to  expense  fand. 
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Southern  Department 

Benefit  Fund 
Balance  December  31,  1912 $40,  788  58 

Income 

Asseasments $5,  026  32 

Rents 958  96 

Borrowed  money  —  note 10, 000  00 

Interest " .  138  00 

Total   income 16, 123  28 

Total    $56, 911  86 

Diabui'scmenta 

Death  claims $150  00 

Disability  claims    8,42o  00 

Investigation  and  adjustment  of  claims 1,222  04 

Taxes,  repairs  and  miscellaneous  expenses 597  49 

Returned  assessment   14  00 

Discount  on  note 195  00 

Transferred  to  Northern  Department 15,  000  00 

Total  disbursements 25,  603  53 

Ledger  balance  September  30,   1913 $31,  308  33 

MoBTUAKY  Fund 
Balance  December  31,  1912 $511  37 

• 

Income 
Assessments    • 416  32 

Diahursemente  Nil 

Ledger  balance  September  30,  1913 $927  69 

Benefit  Fund   (F.  L.  k  A.  A.) 
Balance  December  31,  1912 $34,  076  78 

Income 

Assessments    $17,  020  41 

Rents    1, 917  94 

Interest  and  dividends 166  24 

Total    income    19, 104  59 


Total    $53. 181  37 
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Disbursements 

Death  claims  $10,  343  75 

Taxes  and  repairs  on  real  estate 592  28 

Totol  disbursements $10, 93»  03 

Ledger  balance  September  30,  1013 $42,245  34 

Ck)NTiNOENT  Fund 
Balance  December  31,  1012. .    Nil 

Income 
Assessments   $263  20 

Disbursements  Nil 

Ledger  balance  September  30,  1913 $253  20 

General  Fund 
Debit  balance  December  31,  1912 $4, 241  00 

Income 

Assessments   $15, 239  16 

Miscellaneous 71  89 

Total  income   15,  311  05 

Difference   $11,070  05 

Disbursements 
Management  expenses   24, 702  35 

Debit  balance  September  30,  1913 $13,  632  30 

RecapituldHon  of  Fund  Ledger  Balances  September  SO,  WIS 

Northern  Department 

Benefit  fund $294,212  90 

Mortuary  fund   74, 322  17 

Mortuary  fund,  A.  L 168, 484  38 

General  fund,  A.  L 20,  354  88 

Contingent  fund   2, 348  99 

Transfer  fund  59, 228  93 

Total    $618, 952  25 

General  fund  deficit 21, 399  77 

Total  ledger  assets,  Northern  Department $597, 552  48 
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Southern,  Department 

Benefit  fund $31,  908  33 

Mortuary  fuitU 927  69 

Benefit  fund  ( F.  L.  <t  A.  A. ) 42,  245  34 

Contingent  fund   253  20 

Total    , $74,734  56 

General  fund  deficit 13,  632  30 

Total  ledger  assets,  Southern  Department $61, 102  26 


Total  ledger  assets   (both  deipartmentfi) $658, 654  74 


Obganization  and  Plans 

This  order  was  incorporated  March  11,  1902,  its  object  being 
to  associate  all  acceptable  white  persons  between  the  ages  of  18 
and  55  in  bonds  of  fraternity,  regardless  of  sex,  creed  or  faith; 
to  improve  the  social  and  financial  conditions  of  its  members  and 
to  rendor  aid  in  time  of  need ;  to  create  and  maintain  funds  out 
of  which  members  of  the  order  who  have  complied  with  its  rnles 
may  receive  benefits  for  themselves  and  their  beneficiaries. 

The  order  is  gOTemed  by  the  supreme  camp  which  meets  regu- 
larly once  in  twK)  years  and  is  composed  of  delegates  represent- 
ing the  subordinate  lodges,  or  so-called  local  camps. 

The  management  of  the  order  is  vested  in  the  supreme  council, 
which  body  is  dected  by  the  supreme  camp,  and  by  officers  ap- 
pointed by  the  foraaer  for  a  term  of  four  years. 

The  principal  business  of  this  order  until  January  1,  1911, 
was  the  issuing  of  certificates  on  the  six  year  dividend  endow- 
ment plan,  which  certificates  also  included  certain  death  and  dis- 
ability features.  Tike  writing  4»f  this  class  of  busanesB  -w«s^  iibsn- 
doned  on  the  aboTe  date,  end  sinee  that  time  the  order  has  cooi- 
fined  its  business  to  T^ular  lines  of  life  and  disability  insicranoe 
based  on  Bcnenbific  plans  witii  adequate  rates. 

A  brief  doBcription  of  the  oeitifiicates  now  issued  is  as  follows: 

Lewel  Premmm  Death  Benefit  Plan 

The  order  began  writing  this  form  of  certificate  in  the  year 
1907.  The  monthly  rates  eharged  for  insurance  on  this  plan 
are   based   upon  the   American  experience   table  of  mortality, 

31 
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with  31/^  per  cent,  interest  assumption,  and  a  valuation  of  such 
certificates  is  made  annually  by  the  actuary  employed  by  the 
order.  The  reserve  on  this  class  is  being  maintained  and  the 
amount  thereof  on  the  date  of  this  examination,  to  wit,  September 
30,  1913,  is  set  forth  in  the  above  statement  of  liabilities,  since 
the  order  has  agreed  with  the  members  of  this  class  to  maintain 
the  same. 

The  certificates  issued  on  this  plan  provide  for  the  payment  of 
$500,  or  a  multiple  thereof,  not  exceeding  $5,000.  They  provide 
for  loans  and  cash  surrender  values  after  a  period  of  five  years, 
and  also  for  extended  or  paid-up  insurance  after  the  certificate 
has  been  in  force  three  years.  At  the  expiration  of  five  years 
and  annually  thereafter  an  accounting  is  made  and  the  savings 
made  in  the  class  are  returned  to  the  members  as  dividends  or  so- 
called  bonuses. 

The  experience  in  this  class  has  been  very  satisfactory.  The 
refund  made  to  the  firat  two  classes  at  the  end  of  the  five-year 
period  was  an  amount  equal  to  twelve  monthly  assessments  in 
cash  or,  in  lieu  thereof,  a  credit  for  thirteen  monthly  assess- 
ments. The  refund  allowed  on  the  said  classes  for  the  year  fol- 
lowing the  first  five-year  period  was  two  monthly  pajinents  or 
a  certain  amount  in  cash,  the  same  being  graded  according  to  the 
age  of  the  member  and  the  amount  of  his  monthly  payment. 

The  net  premium  rates  for  such  certificates  are  loaded  for 
expenses  on  an  average  of  about  23  per  cent. 

Limited  Payment  Death  Benefit  Plan 

This  plan  was  adopted  in  1908.  It  provides  for  monthly  as- 
sessments for  twenty  years,  at  which  time  the  insurance  becomes 
paid  up,  save  that  extra  assessments  may  be  levied  in  the  event 
the  mortality  experienced  is  so  heavy  as  to  impair  the  reserve. 
The  rates  are  computed  on  the  American  experience  mortality 
table,  with  3^  per  cent,  interest  assumption,  and  certificates  are 
issued  in  the  same  denominations  as  the  level  premium  plan  and 
contain  corresponding  features  for  extended  insurance,  paid-up 
and  cash  surrender  values.  This  class  also  participates  in  the 
surplus  or  savings  at  the  expiration  of  five  years  and  annually 
thereafter.  The  dividends  paid  in  this  class  thus  far  have  been 
the  same  as  on  the  level  premium  plan. 
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The  proportion  of  such  rates  to  be  credited  to  the  mortuary 
fund  is  slightly  higher  than  the  net  rates  on  the  American  ex- 
perience table  of  mortality  3^  per  cent,  twenty  payment  life, 
and  the  loading  added  for  expenses  ranges  from  about  15  per 
cent,  at  age  20  to  about  25^/^  per  cent,  at  age  55. 

Special  Level  Premium  Death  Benefit  Plan 

This  plan  provides  for  a  death  benefit  of  $250  after  it  has 
been  in  force  six  months.  If  death  occurs  within  one  month  of 
date  of  issue,  $25  is  payable,  and  if  within  six  months,  $125. 
Loans  and  cash  values  are  allowed  after  five  years,  and  paid-up  or 
extended  insurance  after  tliree  years.  An  accounting  is  provided 
for  at  the  expiration  of  five  years  and  annually  thereafter,  as  in 
the  other  plans  above  described. 

Combination  Plan 

This  is  a  form  adopted  in  1910.  and  is  intended  to  take  the 
place  of  the  old  cash  dividend  and  health  and  accident  certificates. 
The  monthly  cost  and  benefits  are  as  follows: 

LoM  of  handnt         Lots  of  hand 
Monthly  AceidenUd  fed,  eyes  or  and  eye  or  Lou  of  Lou  of 

death  hiamd  and  foot  foot  and  eye  hand  or  foot  ey* 


H $2,000  $2,000  $1,500  $1,000  $600 

3  1,500  1,500  1,125  750  376 

2 1,000  1,000  750  500  250 

1 500  500  375  260  126 


The  following  weekly  benefits  are  paid  for  sickness  or  accident: 

OMctnMfiit  SinoU  DoiAU 

H  $20  $40 

3  16  30 

2   10  20 

1    6  10 


A  double  indemnity  in  case  of  death,  dismemberment,  loss  of 
sight  or  total  disability,  resulting  from  injuries  sustained  while 
riding  as  a  passenger  on  a  railway  passenger  car,  is  provided  for. 
In  addition  to  the  monthly  payment,  an  initiation  fee  of  $5  and 
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dues  amounting  to  $2  annually  are  charged.  A  natural  death 
benefit;  computed  at  the  rate  of  $5  per  month  for  each  complete 
month  of  membership,  and  a  total  disability  b^iefit  of  $250  are 
provided  for.  At  the  end  of  the  six-year  period  an  accountiiig 
18  provided  for  and  the  sum  apportioned  is  applied  to  continue 
the  certificate  in  force. 

Preferred  Accident  and  Health  Plan 

This  plan  was  adopted  in  1911.  It  provides  for  indemnitieB 
against  accident  exclusively,  upon  a  payment  of  $2  per  month. 
Any  member  holding  a  certificate  upon  this  plan  may,  by  the 
payment  of  $3  monthly  in  addition  thereto,  also  receive  weekly 
indemnity  in  case  of  illness,  in  accordance  with  the  laws  relating 
to  the  combination  plan,  at  the  rate  of  $25  per  week. 

The  following  specific  indemnities  are  provided  for  in  the 
certificate  issued: 

Fob  iLoss  of  — 
Life   (including  accidental  death  by  freezing,  poisoning  or  the 

inhalation  of  gaa,  but  excepting  euieide,  sane  cpt  insane) $5, 000 

Both  hands 5, 000 

Both  feet 5.000 

Sight  of  both  eyes 6,  000 

One  hand  and  one  foot S,^00 

OHie  hand  and  sight  of  one  «ye 6, 000 

Oae  foot  and  sight  of  one  eye 5,  000 

One  hand    2, 500 

One  foot  2,  500 

Sigiit  of  one  eye 2,  500 

Thumb  and  index  finger  of  either  hand 1,500 

If  injury  shall  at  once  and  continuously  after  the  occurr^ice 
of  the  accident  wholly  disable  the  insured  from  performing  any 
iind  every  duty  pertaining  to  his  occupation,  the  order  will  pay 
a  weekly  indemnity  of  $25  for  a  period  not  to  exceed  four  years. 

Six  Year  Dividend  Endowment  Business 

The  certificates  unmatured  on  this  plan  at  the  time  the  order 
ceased  writing  this  clajas  of  business  have  been  nearly  all  lagans- 
f  erred  to  the  other  classes  of  the  order.  On  date  of  this  ezamina- 
tion  there  were,  approximately,  only  407  certificates  on  these 
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plans  still  in  force,  with  13  subject  to  reinstatement     Of  this 
number  287  will  mature  subsequent  to  January  1,  1914. 

The  following  table  shows  the  dividends  on  these  plans  since 
the  order  began  writing  this  class  of  business : 

Malwity  ptriodt  DiMmd 

January  to  June,  1908 $290  96 

July  ta  December,  1908 157  91 

Jasuary  to  June,  1909 140  81 

July  to  December,  1909 140  84 

January  to  June,  1910 140  88 

July  to  December,  1910 140  05 

JftBuary  to  Jwie,  1911 132  51 

July  to  December,  1911 133  26 

January  to  June,  1912 116  84 

July  to  December,  1912 104  "13 

JftniiaEy  to  June,  1913 89  90 

July  to-  December,  1913 89  79 

Meboebs 
Fraternal  Life  and  Accident  Association 

On  December  29,  1911,  the  Fraternal  Life  and  Accident  As- 
sociation, of  Richmond,  Va.,  was  merged  with  this  order.  This 
merger  resulted  in  the  acquisition  of  approximately  $42,000  of 
gross  assets  and  4,000  members  carrying  about  $4,000,000  in- 
surance. 

The  assets  taken  over,  with  the  interest  accruing  thereon  and 
the  assessments  collected  from  such  members,  are  held  as  a  trust 
fund  to  be  used  for  the  benefit  of  this  class  exclusively. 

The  number  of  members  of  this  class  remaining  on  the  date  of 
this  examination  was  found  to  be  2,068  with  about  $2,000,000 
insurance. 

Assurance  League  of  America 

On  December  10,  1912,  a  contract  of  merger  was  finally  con* 
summafed  between  this  order  and  the  Assurance  League  of 
America,  a  fraternal  organization  of  New  York  City.  This 
action  resulted  in  the  acquisition  of  gross  assets  amounting  to 
approximately  $221,000,  with  liability  for  death  claims  amount- 
ing to  over  $43,000.  The  number  of  members  taken  over  was 
838,  carrying  approximately  $2,772,000  insurance.     The  num- 
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ber  of  members  remaining  on  date  of  this  examination  was  699 
with  approximately  $2,079,000  insuranca 

The  membership  in  this  class  is  being  carried  separately,  and 
the  amount  of  assets  acquired,  together  with  the  mortuary  assess- 
ments received  monthly  from  these  members  are  duly  credited 
and  used  only  for  the  benefit  thereof.  The  actual  securities  taken 
over  have  all  been  either  sold  or  hypothecated,  in  order  to  meet  the 
claims  of  the  order  in  all  its  departments.  However,  the  order's 
remaining  assets,  consisting  mostly  of  mortgage  loans,  are  (at 
present)  ample  to  protect  the  credit  of  this  class. 

The  interest  on  the  assets  of  such  members  is  not  credited 
thereto  until  the  end  of  each  year,  when  an  apportionment  among 
the  several  groups  of  members  is  made  by  the  actuary  employed. 
In  this  way  the  certificates  receive  the  credit  necessary  to  main- 
tain the  reserve  thereon.  For  the  purpose  of  this  report  I  have 
made  an  apportionment  of  the  interest  earned  on  the  assets  of 
the  order  since  January  1  of  this  year.  The  method  followed 
was  to  distribute  the  total  interest  to  all  the  funds  entitled  thereto 
on  the  basis  of  the  mean  credit  to  each  fund  for  the  period.  It 
was  found  that  the  amount  due  the  above  class  on  this  aoconnt 
is  $5,931.96,  and  this  amount  has  been  credited  accordingly  in 
the  statements  of  this  report. 

All  the  members  of  the  Assurance  League  on  the  date  of  this 
examination  were  on  the  American  Experience  3^^  per  cent 
rates,  applied  at  attained  ages  at  the  time  of  accepting  same, 
except  forty  members  carrying  in  the  aggregate  $175,000  of  in- 
surance, who  still  hold  certificates  in  the  step  rate  class.  These 
members  are  being  assessed  with  one  full  extra  payment  each 
month,  and  have  been  since  March  of  this  year.  Notwithstand- 
ing, the  death  rate  in  this  class  has  been  much  heavier  than  the 
assessments  actually  levied,  as  will  be  shown  by  the  table  given 
below.  Those  members  still  have  the  opportunity  of  transferring 
to  one  of  the  other  classes  at  the  new  rates  and  of  choosing  one 
of  the  four  options  offered  in  the  payment  of  assessments.  The 
present  average  age  of  this  class  is  approximately  65  years. 

The  following  table  shows  the  loss  incurred  on  this  business 
by  classes  since  merger  (December  10,  1912-September  30,  1913, 
inclusive)  : 


.-^--i 
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Mtrtuarv 

menUmied 
including  lienM 

charged  with  Anunmt  of  Inertau  in 

Ckutm  inierett  lotut  incurred  re$erM4  Gain  Lou 

Step  rate. . .     $10,615  19     $15, 000  00     $4,  384  81 

Level  prem.         6, 434  79  500  00      $2, 697  00      $2, 251  79     

Options...       76,802  50      78,763  92       34,180  00     36,14142 


TotaU..     $92,852  48     $94,263  92     $36,877  00       $2,251  79     $40,526  23 


The  above  table  does  not  take  into  account  interest  earned  on 
investments,  for  the  reason  that  there  is  no  data  at  hand  on  which 
to  base  a  fair  distribution  among  the  three  groups.  The  interest 
apportioned  to  the  whole  class  for  the  period  from  January  1  to 
September  30  is  $5,931.96,  and  this  should  be  considered  in  ar- 
riving at  the  net  loss. 

From  these  figures  it  is  apparent  that  the  net  loss  on  the  whole 
business  since  merger  was  approximately  $32,000. 

Deficit  in  General  Fund 

Some  years  ago  the  management  of  this  order  began  borrowing 
cash  from  the  benefit  (divid^id)  fund  to  be  used  for  general  ex- 
penses. As  heretofore  pointed  out,  this  practice  should  have  been 
discontinued.  However,  the  examination  of  1910  disclosed  the 
fact  that  benefit  funds  to  the  extent  of  approximately  $157,000 
had  been  so  used  without  any  probability  that  the  general  (ex- 
pense) fund  would  be  able  to  return  the  same. 

It  appears  that  the  by-laws  of  the  order  were  amended  in  1909 
by  which  the  Supreme  Council  was  authorized  to  transfer  such 
amounts  from  the  benefit  fund  to  the  general  fund  as  may  be 
required  at  any  time  to  cover  any  deficiency  therein,  but  at  the 
hearing  before  the  Superintendent  of  Insurance,  held  prior  to  the 
filing  of  the  report  of  the  examination  above  mentioned,  it  was 
understood  that  the  officers  would  cease  the  further  use  of  the 
benefit  fund  for  expense  purposes.  It  was  admitted  that  the 
general  fund  could  not  return  the  cash  already  taken  and,  under 
all  the  circumstances  surrounding  the  matter,  there  was  nothing 
else  to  do  but  charge  off  the  amount  of  the  total  overdraft  to  the 
dividend  certificate  holders,  deducting  from  each  dividend  the 
pro  rata  share  of  the  loss.     This  was  done,  the  result  of  which. 
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to  a  large  extent,  was  the  decrease  in  the  subsequent  dividends 
shown  in  the  above  tabla 

It  developed  at  the  next  examination,  made  as  of  January  31, 
1912,  that  the  management  had  continued  using  the  benefit  fund 
for  expenses,  and  that  the  total  overdraft  then  existing  amaunted 
to  $245,628.50.  This  amount  included  $200,000  which  had  been 
actually  transferred  by  resolution  of  the  Supreme  Council,  of 
which  $105,680  had  been  made  up  by  deductions  from  dividends 
on  maturing  certificates,  leaving  a  balance  on  thi»  accouiLt  of 
$94,320.  It  also  included  $9,178.80  paid  to  that  date  for  the 
expense  of  a  thorough  audit  of  the  order's  books,  which  the  man- 
agement claimed  ought  properly  to  be  charged  to  the  benefit  fund; 
$7,062.93,  the  then  existing  ledger  deficit;  $30,101.06  the  balance 
of  accounts  receivable  which  represented  practically  a  total  \oe^; 
$8,366.69,  the  amount  inve^d  in  furniture  axuL  fiztureS}  and 
$97.82  advances  to  branch  offices. 

This  condition  was  severely  criticized  in  the  report  on  this 
examination,  and  at  the  hearing  thereon  the  management  pleaded 
for  the  Department's  help  in  readjusting  the  order's  business  on 
new  lines,  and  stated  that  the  running  expenses  of  the  order  would 
be  so  adjusted  to  the  new  conditions  that  the  management  could 
thereafter  conduct  the  order's  business  within  the  law  and  use 
for  expenaes  only  the  revenues  collected  from  members  for  such 
purposes,  according  to  the  contracts  entered  into  with  them. 

It  was  impressed  upon  the  officers  that,  und^  no  circumstances, 
would  tiie  Department  tolerate  the  further  vicdation  of  the  law, 
and  as  the  result  the  following  promise  was  made  in  writing  by 
the  Supreme  Secretary,  Arthur  F.  Bouton: 

"  RoxBtmr,  N.  Y.,  Jfoy  7,  1912. 
Hon.  W.  T.  EiCMvr,  Supermtetideni  of  Insuranoe,  Alhfmy,  New  York: 

Deab  8ib. —  In  Accordance  with  our  nnderatanding  at  yeflterday's  hearing, 
the  use  of  the  funds  paid  in  by  members  of  The  Order  of  the  Golden  Seal 
holding  certificates  upon  the  old  plans  and  placed  in  the  Benefit  Fund,  for 
expense  purposes,  will  be  discontinued  and  no  further  expenses  will  be  paid 
therefrom  except  the  balance  to  be  paid  Mr.  6.  H.  Wolfe,  Consnlting  Actiuurji 
for  the  Audit,  the  expenses  incident  to  your  examinatiMi  and  the  hearing 
thereon,  and  the  amounts  already  used  as  shown  on  page  25  of  Mr.  Diefendorfs 
report.    •     •     • 

Yours  respectfully, 

ARTHUR  F.  BOUTON." 
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Despite  the  above  agreement,  I  find  that  the  practice  of  using 
the  benefit  fund  for  eqpenfes  has  continued,  and  that  the  total 
<2iiotint  60  iised  to  date  is  the  sum  of  $332,768.54.  Of  this 
amount  the  sum  of  $292,442.08  has  been  deducted  from  dividends 
of  members,  leaving  a  balance  still  unprovided  for  of  $38,866.46. 
Ab  an  offset  against  this  amount  there  v^ill  be  credited  to  the  gen- 
eral fund  the  sum  of,  approximately,  $7,425.33,  representing  a»- 
sessments  in  process  of  collection  from  all  classes  of  members  on 
date  of  this  examination. 

The  figures  making  up  the  above  items,  save  the  one  last  above 
mentioned,  are  shown  as  follows: 

Debita  Credits 

Total  deficit  in  general  fnnd  as  shown  by  report  of 

last   examination    $245, 628  50 

Total  auditing  expense 18,  365  68 

Increase  in  ledger  deficit  in  ji^eneral  fund  (North- 
ern Department)    14,239  02 

Increase  in  ledger  deficit  in  general  fund  (South- 
ern Department)    13,  632  30 

Disbursements  made  and  carried  as  ledger  assets.       24,  702  55 

Amount  taken  from  transfer  equities  of  dividend 
certificates  over  the  actual  cost  to  transfer 
same    12,  310  93 

Transfer  expenses  for   1913   not   yet  carried  to 

general  fund   1,  329  56 

Due  mortuary  fund  on  account  of  first  year 
claim    1,000  00 

Amount  deducted  from  dividends $292,  342  08 

Amouni  unprovided  for 38,  866  46 


$331,208  54       $331,208  54 


The  amount  unprovided  for,  $38,866.46,  will  be  slightly  in- 
creased by  certain  adjustments  still  imdetermined,  hereinafter 
shown. 

It  is  my  opinion  that  the  Department  should  rule  that  no  part 
of  the  amount  last  above  stated,  or  any  additions  thereto,  should 
be  deducted  from  dividend  certificates  yet  to  mature,  but  that  the 
same  should  be  made  up  and  returned  to  the  benefit  and  mortu- 
ary funds  respectively,  as  the  interest  of  each  appears,  from 
future  savings  in  the  general  fund  as  a  result  of  strict  economy. 
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Transfeb  of  Dividend  Business 
In  June  of  1912  the  order  began  transferring  the  certificates 
of  aU  consenting  members  on  the  six-year  dividend  endowment 
plan  to  other  plans  of  the  order,  offering  them  the  choice  of  the 
following  options: 

(1)  Transfer  to  the  death  benefit  plan  and  have  the  equity  applied  to 
extend  the  insurance. 

(2)  Transfer  to  the  combination  plan  with  all  payments  made  for  one  year 
and  take  the  balance  of  their  equity  in  cash.  Consent  of  all  the  members 
of  a  dividend  claae  is  required  for  this  option. 

(3)  Transfer  to  the  combination  plan  receiving  a  combination  certificate 
bearing  the  same  date  as  the  present  certificate;  at  the  end  of  the  six-year 
period  a  dividend  is  computed  and  applied  as  extended  insurance. 

All  the  members  in  the  dividend  classes  remaining  at  the  time 
such  options  were  offered,  except  those  whose  certificates  have 
actually  matured,  have  allowed  their  certificates  to  be  transferred, 
save  407,  as  hereinbefore  shown. 

Legal  Fees 

During  the  year  1912  the  order  paid  for  legal  services  and  dis- 
bursements connected  with  the  questions  involved  in  the  transfer 
of  members  from  the  old  cash  dividend  plans,  at  hearings  before 
the  Attorney-General  and  the  Insurance  Department  in  relation 
thereto,  and  in  connection  with  the  last  previous  examination  of 
the  order  and  the  hearing  thereon,  the  sum  of  $10,025.90.  Of 
this  amount  $6,000  was  paid  to  Henry  A.  Yetter,  Esq.,  of  Bing- 
hamton,  N.  Y.,  and  $4,025.90  to  Edward  A.  Isaacs,  Esq.,  of 
New  York  City. 

Arthur  F.  Bouton,  supreme  secretary  of  the  order,  was  exam- 
ined under  oath  by  your  examiner  concerning  these  transactions, 
and  I  file  with  this  report  the  minutes  of  his  testimony.  It  will 
be  noted  that  he  testified  this  money  was  paid  in  good  faith  for 
legal  services  rendered  and  that  he  has  no  knowledge  or  belief 
that  the  same  was  in  any  way  divided  with  any  other  person  or 
persons. 

The  total  amount  disbursed  for  legal  services  covering  the  nine 
months  of  this  examination  is  $3,536.95.  This  includes  the  regu- 
lar annual  fee  of  $1,000  paid  the  counsel.  It  also  includes 
$1,108.70  paid  from  the  general  fund  of  the  Assurance  League  in 
connection  with  pending  claims. 
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The  total  amount  paid  for  legal  services  from  January  1,  1912, 
to  September  30,  1913,  a  period  of  twenty-one  months,  is  $19,- 
748.54.  This  amount  includes  $10,000  paid  in  connection  with 
the  merger  with  the  Fraternal  Life  and  Accident  Association  of 
Richmond,  Va.,  and  $4,350  with  the  merger  with  the  Assurance 
League  of  America. 

I  believe  that  the  payment  of  moneys  for  legal  services  on  this 
extravagant  scale  is  unwarranted  by  the  condition  of  the  order, 
especially  in  its  expense  fund,  taking  into  consideration  the  na- 
ture of  the  services  rendered. 

Transfebs  From  Benefit  and  Mortuary  Funds  to  General 

Fund 

I  find  that  this  year  the  order  transferred  from  the  benefit 
fund  and  the  mortuary  fund  to  the  general  fund,  $3,437.40  and 
$216.37  respectively.  It  was  said  that  these  amounts  represent 
5  per  cent,  rebate  allowed  members  who  have  paid  one  year's  as- 
sessments in  advance,  as  provided  for  in  the  by-laws ;  that  as  the 
same  had  been  paid  from  the  general  fund  by  reason  of  deduc- 
tions, inasmuch  as  full  credit  had  been  given  the  benefit  and 
mortuary  funds  for  the  assessments  when  received,  it  was  only 
equitable  to  make  the  said  re-adjustment.  This  would  be  so, 
were  it  not  for  the  fact  that  the  benefit  fund  is  not  entitled  to 
the  gross  assessments.  In  other  words,  the  first  six  months'  as- 
sessments on  a  combination  certificate  are  credited  to  the  general 
fund,  and  on  a  death  benefit  certificate  the  total  first  year's  as- 
sessment has  been  so  credited.  Again,  certain  portions  of  all  sub- 
sequent year's  assessments  are  credited  to  the  general  fund.  It 
is  clear,  then,  that  in  transferring  the  amount  representing  the 
5  per  cent,  rebate  from  the  two  funds,  consideration  should  have 
been  given  to  the  fact  that  the  general  fund  ought  to  bear  its  pro- 
portionate share  of  said  rebate. 

This  was  not  done,  and  I  recommend  that  the  management  cor- 
rect the  figures  and  return  to  the  said  funds  the  amount  from 
the  general  fund  which  they  are  entitled  to  in  the  premises. 

I  have  not  included  this  item  in  the  deficit  of  the  general  fund, 
above  shown,  for  the  reason  of  the  time  it  would  consume  in  ar- 
riving at  the  corrected  figures. 
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The  amount  disbursed  for  traveling  expenses  covering  the 
period  of  this  examination  is  $13,501.84.  This  does  not  take 
into  account  certain  items  incurred  in  connection  with  the  transfer 
of  certificates,  charged  to  transfer  expense  account,  nor  certain 
miscellaneous  items  charged  elsewhere. 

The  total  expense  incurred  for  traveling,  as  charged  to  the 
regular  traveling  expense  account,  from  January  1,  1912^  to  Sep- 
tember 30,  1913,  a  period  of  21  months,  is  the  sum  of  $26,136.32. 

The  bills  rendered  for  traveling  expenses  incurred  could  not  be 
satisfactorily  audited,  for  the  reason  that  no  vouchers  of  any  kind 
are  filed  therewith,  nor  are  the  dates  and  items  set  forth  therein 
definite  enough  to  verify  with  any  degree  of  accuracy  the  charges 
made,  to  say  nothing  of  the  reasonableness  of  the  same.  I  attach 
hereto  as  exhibit  "  B  ^  an  exact  copy  of  the  bill  presented  by  Uie 
Supreme  Secretary  and  paid  by  the  order  this  year  to  reimburse 
him  for  expenses  incurred  during  the  year  1912. 

Salaries  of  Officers 

The  salaries  of  officers  are  fixed  each  January  for  the  preced- 
ing year.  A  resolution  of  the  Supreme  Council  is  on  record 
authorizing  advances  through  the  current  year  not  to  exceed  the 
rate  in  any  case  paid  for  the  preceding  year. 

The  following  schedule  shows  salaries  voted  officers  and  mem- 
bers of  Supreme  Council  in  January,  1913,  for  the  year  1912 : 

Supreme       SxeeuHve 
Officer  council  Committee  Total 

mm  Montague,  Supreme  Commander $3,200  00  $400  00          $400  00  $4,000  00 

Arthur  F.  Bouton,  Supremo  Secretary 3.200  00  400  00            400  00  4.000  00 

J.  Friflbie  Bouton,  Supreme  Treasurer 1,600  00  400  00  2.000  00 

W.  G.  Duke.  Vice  Commander 400  00  400  00            400  00  1,200  00 

W.H.Parker.  Supreme  Medical  Examiner.         1.600  00  400  00            400  00  2,400  00 
A.   R.   Ellis.   Aasistant  Supreme   Medical 

Enminer 2.000  00     2.000  00 

I.  W.  Monroe.  Supreme  Councilman 1,833  35  400  00  2,233  35 

J.  L.  Keator.  Supreme  Council 40000            400  00  80000 

C.  E.  Nichols.  Supreme  Council 40000            400  00  60000 

W.  D.  HilJ,  Supreme  Council 37111  37111 

M.  B.  Ferguson,  Supreme  Council 371  11  871  1 1 

8.  S.  Crocker.  Supreme  Council 37111  87111 

E.  R.  KincBley.  Supreme  Council 371  11  371  11 

W.  H.  Sandwick.  Supreme  Council 400  00  400  00 

R.  6.  Craft.  Supreme  Council 400  00  400  00 

L.  B.  Gleason.  Supreme  CouncU 400  00  400  00 

Totals $13,833  35      $5.884  44       $2,400  00    $22.117  79 
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Loss  ON  Investments 

The  total  loss  on  investments  incurred  on  assets  sold,  save  one 
item,  from  January  1,  1913,  to  September  30,  1913,  a  period  of 
nine  months,  is  the  sum  of  $26,951.91.  This  includes  $5,575.56, 
incurred  on*  securities  of  the  Assurance  League.  The  amount  of 
$4,155.32  represents  additional  loss  on  the  bonds  of  the  Delhi 
Electric  Company.  It  appears  that  the  order  had  originally 
$15,000  invested  in  these  bonds  and  in  1907  the  interest  thereon 
was  defaulted.  Foreclosure  proceedings  were  later  brought  and  a 
receiver  appointed.  It  developed  that  the  property  was  finally 
purchased  by  a  representative  of  the  order  and  reorganized 
through  Color  &  Company  of  New  York  City.  The  loss  charged 
off  by  the  order  at  that  time  was  $8,040.55.  I  find  now  that,  in 
the  receivership  proceedings,  the  order  became  liable  for  certain 
bills  and  costs  amounting  to  the  said  sum  of  $4,155.32,  which  was 
paid  this  year.  The  amount  still  owing  Coler  &  Company  on 
this  matter  is  $4,232.98  which  is  guaranteed  by  the  order. 

Upon  the  reorganization  of  this  company,  under  the  name 
"Delaware  County  Light  and  Power  Co.,"  the  order  invested 
$25,000.  There  is  no  market  for  these  bonds,  but  the  depart- 
ment's appraiser  has  given  them  the  nominal  value  of  75  per 
cent,  which  is  carried  in  this  report. 

It  would  appear,  therefore,  that  the  total  loss  on  this  transac- 
tion, including  the  shrinkage  in  market  value  of  the  bonds  now 
owned,  and  the  ainount  due  Coler  &  Company,  is  $22,678.85,  not 
including  loss  on  interest  account. 

Defalcation  of  Former  Tbeasitbbr 

In  the~  report  of  the  audit  of  the  company's  books  by  S.  H. 
Wolfe,  Esq.,. in  1912  it  was  found  that  former  treasurer,  Frank 
M.  Andrus,  was  short  in  his  accounts  with  the  order  to  the  extent 
of  $29,979.61.  It  appears  that  Mr.  Andrus  died  soon  after  the 
final  report  of  this  audit  was  submitted,  and,  according  to  the 
statement  of  assets  and  liabilities  sworn  to  and  submitted  by  one 
of  the  executors,  C.  L.  Andrus,  on  file  with  this  department,  the 
former  treasurer's  estate  is  insufficient  to  pay  all  outstanding 
claims  in  full,  not  including  any  portion  of  the  said  claim  of 
the  order.     It  further  appears  that  the  order's  claim,  #*xcept  the 
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amount  of  $3,531.94,  was  rejected  by  the  executors  and  would  be 
allowed  by  them  only  after  an  adverse  decision  by  the  highest 
court  has  been  rendered.  Moreover,  a  counter-claim  was  pre- 
sented for  certain  legal  services  alleged  to  have  been  rendered  by 
the  former  treasurer,  amounting  to  $4,300.  In  view  of  this  con- 
dition the  management  of  the  order  and  the  said  executors  have 
entered  into  an  agreement  releasing  each  party  from  all  daims 
or  demands  either  of  them  may  have  against  the  other. 

Eeal  Estate 

The  real  estate  ovmed  by  the  order  on  date  of  this  examination 
comprised  three  parcels  carried  on  the  books  of  the  Northern 
Department,  all  of  which  are  located  in  the  State  of  West  Vir- 
ginia. One  parcel,  a  large  farm,  was  recently  acquired  by  fore- 
closing the  mortgage  which  the  order  held  against  the  property. 
At  the  time  of  this  examination  the  latter  property  was  still 
being  carried  as  a  mortgage  on  the  order's  books,  but  in  this  re- 
port it  is  entered  as  real  estate. 

For  the  purposes  of  this  report  the  real  estate  in  the  Northern 
Department  is  carried  at  its  book  value. 

The  order  has  sold,  under  contract,  three  parcels  of  real  estate. 
I  have  allowed  credit  for  such  items  at  the  selling  prices,  less 
the  amount  paid  thereon. 

In  the  Southern  Department  the  order  owns  seven  parcels  of 
real'  estate  acquired  by  merger  with  the  Fraternal  Life  and  Acci- 
dent Association  of  Eichmond,  Va.,  save  that  the  order  has  since 
erected,  on  land  so  acquired,  two  apartment  houses.  This  prop- 
erty is  all  located  in  the  city  of  Richmond,  Va. 

At  the  time  of  the  last  department  examination,  the  property 
held  in  the  Southern  Department  was  appraised  and  the  aggre- 
gate value  thereof  was  in  excess  of  the  book  value  by  $2,348.79. 
This  amount  has  therefore  been  credited  in  the  statement  of  this 
report  as  a  non-ledger  asset. 

Mortgage  Loans 

The  order  held,  on  the  date  of  this  examination,  136  mortgages 
in  both  departments,  including  12  so-called  "  ground  rents."  The 
loans  range  from  $100  or  less  to  $13,000.     Three  mortgages  ag- 
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gregating  $14,850  were  on  deposit  with  the  National  Bank  of 
Stamford  as  collateral  security  for  a  loan  of  $10,000.  Two  mort- 
gages, aggregating  $15,500  were  in  the  hands  of  an  agent  for 
sale,  and  one  for  $2,500  was  subsequently  reported  sold.  Another 
mortgage  for  $537.51  and  accrued  interest  is  a  second  lien  and 
it  is  said  to  be  of  no  value.  It  has  therefore  been  deducted  as 
an  asset  not  admitted. 

Business  in  Force 
The  following  table  shows  the  number  of  certificates  and  amount 
of  insurance  in  force  September  30,  1913.  The  amount  of  in- 
surance in  the  Southern  Department  includes  only  regular  mortu- 
ary plans,  while  the  certificates  include  all  classes.  However, 
the  amount  of  insurance  on  the  other  plans  is  comparatively  smalL 

CcrtificeUea  Insurance 

Northern    Department    7, 758       $12, 883, 260 

Southern  Department   2, 761  2, 120, 260 

Assurance  League 609  2, 079, 136 

Totals    •11,208      $17,082,636 


ORDER  OF  THE  SONS  OF  ITALY  IX  AMERICA 

New  York,  N.  Y. 

Examined  on  organization. 
Report  dated  October  1,  1913. 
Examiner:  Clarence  J,  Norton, 

This  order  is  practically  a  reorganization  of  a  membership 
association  incorporated  in  1905  under  the  law  of  this  State,  and 
known  as  the  "  Sons  of  Italy."  It  has  a  membership,  I  am  in- 
formed, numbering  approximately  25,000,  located  in  the  States 
of  New  York,  Pennsylvania,  New  Jersey,  Massachusetts  and  the 
District  of  Columbia.  It  is  carrying  on  business  through  the 
subordinate  lodge  system  and  is  paying  small  benefits  constituting 
life  and  disability  insurance,  said  to  consist  of  a  funeral  benefit 
of  $100  and  disability  benefits  ranging  from  $7  to  $10  per  week 
paid  by  the  local  lodges  respectively. 


*  iDcludea  420  certificates  under  Buspension 
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In  the  year  1912  the  officers  of  this  organization,  being  con- 
vinced that  the  business  being  transacted  is  beyond  the  power 
conferred  to  it  in  its  articles  of  incorporation  as  a  membership 
corporation,  proceeded  to  take  the  necessary  legal  steps  to  organize 
a  fraternal  beneficiary  order  under  article  VII  of  the  Insurance 
Law  of  this  State.  As  a  result  a  preliminary  certificate  of  incor- 
poration was  issued  to  the  new  organization,  the  "  Order  of  the 
Sons  of  Italy  in  America,"  imder  date  of  October  23,  1912. 

Since  the  latter  date  the  incorporators  have  been  busy  in  secur- 
ing applications  and  insurance  and  in  organizing  subordinate 
lodges,  to  meet  the  requirements  of  the  law,  and  now  claim  to  be 
entitled  to  a  certificate  authorizing  the  order  to  commence 
business. 

From  the  records  and  documents  produced,  together  with  the 
statements  of  the  so-called  supreme  venerable,  Mr.  Francis  Mez- 
zatesta,  who  is  also  acting  as  attorney  in  the  incorporation  of  this 
order,  I  find  that  595  persons  have  subscribed  in  writing  to  be- 
come members  of  the  said  new  organization  and  have  applied  for 
insurance  therein  as  follows: 

ApfilifianU 

643 

5 

29 

11 

7 


Ijisurance 

Total 

$1,000 

$543,  000 

2,000 

10.000 

500 

14,500 

250 

2,750 

100 

700 

Totals 595  $570,960 


I  find  attached  to  each  application,  or  in  connection  therewith, 
a  memorandum  signed  by  persons  representing  themselves  to  be 
regular  physicians,  certifying,  in  substance,  that  they  have  ex- 
amined the  said  applicants  and  found  them  in  good  health.  In 
no  case  is  there  a  regular  detailed  medical  examination  report  on 
an  applicant  on  file.  All  the  examinations  and  reports  thus  madle 
have  been  approved  at  practically  one  time  by  the  chief  medical 
examiner,  without  further  inquiry  or  detail. 

I  find  that  there  was  on  deposit  to  the  credit  of  the  said  order, 
to  wit,  the  "  Order  of  the  Sons  of  Italy  in  America,"  in  The 
Bowery  Bank  of  New  York,  at  the  close  of  business  September 
15,  1918,  the  sum  of  $3,023.66,  according  to  a  certificate  issued 
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by  said  institution  now  on  file  in  this  Department,  and  I  am  in- 
formed that  this  amount  was  paid  in  by  the  applicants  for  mem- 
bership and  insurance  —  excepting  certain  amounts  which  were 
paid  in  by  local  lodges  of  the  old  membership  association  amount- 
ing to  about  $400  —  that  each  applicant  paid  in  cash  not  less 
than  one  regular  monthly  payment  as  per  table  rates  adopted  to  be 
regularly  collected  of  members  to  maintain  the  mortuary  fund 
of  said  order,  and  that  at  least  500  of  such  applicants  have  paid 
in  such  cash  on  the  basis  of  $1,000  of  insurance  to  be  effected  in 
each  instance,  plus  a  membership  fee. 

In  explanation  of  the  manner  in  which  the  said  cash  was  col- 
lected, it  was  said  that  many  of  the  applicants  did  not  pay  in 
directly  the  cash  aforesaid,  but  that  it  was  loaned  to  them  by  the 
treasurers  of  various  local  lodges  of  the  old  membership  corpora- 
tion out  of  the  funds  of  the  treasury  respectively,  the  same  being 
remitted  directly  by  the  said  treasurer  to  the  supreme  venerable 
of  the  new  organization  on  behalf  of  certain  specified  applicants, 
with  the  understanding  that  the  amounts  so  remitted  would  be 
returned  to  the  local  treasury,  respectively,  by  the  applicants 
personally  from  time  to  time,  as  fast  as  it  could  be  collected; 
that  this  arrangement  was  made  with  a  thorough  understanding 
and  approval  by  the  members  of  the  local  lodges  affected,  in  order 
to  facilitate  the  completion  of  the  new  organization. 

I  am  further  informed  that  28  subordinate  lodges  have  been 
organized,  into  which  all  the  said  595  applicants  have  been  initi- 
ated ;  that  the  ritual  adopted  is  the  same  as  is  in  use  by  the  lodges 
of  the  old  membership  association ;  that  the  said  applicants  were 
considered  initiated  in  the  new  lodges  by  repeating  the  obligation 
previously  taken  in  the  old  organization,  and  that  the  new  lodges 
have  the  same  officers  and  bear  the  same  names  as  the  old  ones. 

It  would  seem  highly  probable  that,  under  such  circumstances, 
the  legal  status  of  the  local  lodges  of  the  new  organization  is  un- 
certain, inasmuch  as  the  line  of  demarcation  as  to  wliat  consti- 
tutes the  old  lodge  and  the  new  one  is  somewhat  imaginary. 

Insurance  Benefits  and  Rates 

The  insurance  benefits  so  far  adopted  by  the  order  are  on  the 
ordinary  Kfe  plan  and  ike  propofled  certificates  will  provide  for 
amounts  from  $100  to  $2,000. 
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The  rates  exhibited  to  your  examiner,  said  to  have  been  adopted, 
are  slightly  in  excess  of  those  based  on  the  National  Fraternal 
Congress  table  with  4  per  cent  interest. 

Officers 

The  present  officers  of  the  order  are  as  follows: 
Francis  Mezzatesta,  Supreme  Venerable, 
Rosario  Giaimo,  Supreme  Secretary. 
Manfredi  Benanti,  Supreme  Treasurer. 


POLISH  NATIONAL  ALLIANCE 

Beooklyn,  N.  Y. 

Examined  to  ascertain  condition  December  24,  1913. 

Report  dated  February  9,  1914. 

Examiners:  Clarence  J.  Norton  and  J.  Frank  Tucker. 

Ledger  AeeetM 

Book  value  of  real  estate  less  incumbrance $4,500  00 

Mortgage  loans  on  real  estate 24, 000  00 

Cash   in   banks 12, 003  39 

Cash  in  office 75  00 

Total   ledger  assets $40,578  S9 

N(m-Ledger  AeeeU 
Interest  accrued  on  mortgages 2M  58 

Total  admitted  assets $40, 844  98 

LiahiUtie% 

Death  claims,  due  or  in  process  of  adjustment. .  $2,S54  00 

Official   publication    260  75 


^^' 


Total  liabilities    3, 114  75 

Balance  of  assets  over  liabilities $37, 780  23 


The  income  and  disbursements  for  the  period  from  January  1, 
1913,  to  December  24,  1913,  inclusive,  were  as  follows: 
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979 


Ledger  assets  December  31,  1912 


$28,134  00 


Income 


Assessments 

Fees,  initiation  and  certificate. 
Official  publication  


Total  income  from  members. . . . , 

Sale  of  lodge  supplies , 

Picnic  receipts  and  special  collection, 

Rent : 

Interest  


$22, 802  21 
1, 148  00 
2,450  13 

$26,400  34 
357  37 

1,012  61 
665  75 

1,367  71 


Total  income 


29,703  78 


Total 


$57,837  87 


DUhurtementM 

Death  claims  , 

Management  and  miscellaneous  expenses. . . . 
Salaries  of  officers  and  trustees 


$12,200  00 

4,161  16 

881  50 


Total  disbursements 


17,242  66 


Balance,  ledger  assets  December  24,  1913,  as  per  records. 
Ledger  assets  December  24,  1913,  as  per  examination. .  . 


$40,595  21 
40,  578  89 


Deficiency 


$16  82 


Assets 
ReaZ  Estate: 

The  society  has  purchased  for  use  as  a  home  office^  a  three  story 
and  basement  brick  building  situated  at  142  Grand  street,  Brook- 
lyn, N.  Y.  The  purchase  price  was  $8,000,  of  which  $2,000  was 
paid  in  cash.  A  first  mortgage  of  $5,000  standing  against  the 
property  was  assumed,  and  a  second  mortgage  given  for  $1,000. 
In  December,  1913,  $500  was  paid  upon  the  latter,  making  the 
present  liens  against  the  property  total  $5,500. 

In  addition  to  the  cash  payments  upon  the  purchase  price,  the 
society  has  expended  for  the  cost  of  acquisition  and  taxes,  ex- 
penses and  repairs  the  sum  of  $2,286.22.  Of  this  amount  $2,000 
was  added  to  the  cost  of  the  building  and  $286.22  charged  to 
expenses.  The  value  of  the  property,  according  to  the  society^s 
records,  is  -therefore  $10,000,  and  this  amount  has  been  given  as 
the  present  value  of  the  property  by  the  appraiser  representing 
this  department  upon  this  examination. 
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The  two  upper  floors  of  this  property  are  occupied  as  dwellings, 
the  gross  rental  received  for  the  same  being  $41  per  month.  The 
ground  floor  and  basement,  with  the  exception  of  the  space  used 
for  the  society's  office,  is  occupied  by  a  Polish  newspaper  which 
pays  $25  per  month  rent.  The  space  occupied  by  the  society  is 
estimated  by  them  to  be  worth  $16  per  month.  In  the  forgoing 
financial  statement,  no  rent  for  the  space  occupied  by  the  society 
has  been  taken  into  consideration. 

The  investment  in  this  property  has  been  made  from  the  pro- 
ceeds of  the  building  fund. 

Mortgage  Loans: 

The  real  estate  mortgaged  to  the  society  consists  of  8  parcels, 
all  of  which  have  been  especially  appraised  by  a  person  designated 
by  this  department  in  course  of  this  examination,  the  report  of 
which  is  submitted  separately.  The  appraised  values  are  all  at 
least  60  per  cent,  more  than  the  amounts  loaned  thereon,  hence 
the  loans  comply  with  the  provisions  of  law. 

The  mortgage  papers  were  examined  in  the  usual  way  and 
found  to  be  in  order. 

We  find,  however,  that  the  treasurer  of  the  society  has  received 
a  loan  from  the  society  for  $1,200,  for  which  he  has  given  a  bond 
and  mortgage.  We  beg  to  call  your  attention  to  the  fact  that  a 
loan  by  an  insurance  corporation  to  an  officer  thereof  constitutes  a 
violation  of  section  36  of  the  Insurance  Law. 

BanTc  Deposits: 

The  greater  portion  of  the  society's  cash  assets  is  deposited  in 
savings  banks.  Such  deposits  were  verified  by  the  bank  pass 
books.  The  checking  account  was  verified  by  certificate  obtained 
from  the  bank  and  duly  reconciled  with  the  records  of  the  society. 

Deftciency 

The  deficiency  shown  in  the  financial  statement  of  this  report 
was  ascertained  as  follows : 

The  actual  cash  in  office  was  $75.  The  amount,  according  to 
the  society's  records,  should  have  been  $71.38.  We  find,  how- 
ever, thttt  interest  on  the  checking  bank  account,  amounting  to 


BePOKTS   on    OfFICLVX   ExAMUfAXION  dSl 

$20.44  does  not  appear  iu  the  incoine  as  shown  by  the  books,  but 
is  included  as  an  asset  in  the  bank  balance.  We  have  entered  this 
item  as  income  in  the  statement  of  this  report.  Hence  the  cash 
should  therefore  have  been  $16.82  more,  in  order  to  meet  the  total 
balance  of  ledger  assets  on  the  date  of  this  examination. 

We  recommend  that  the  above  amoimt,  unless  it  can  be  shown 
that  an  error  has  been  made,  be  returned  to  the  society  by  the 
person  responsible  therefor. 

Liabilities 
Death  Claims: 

There  are  two  death  claims  due  and  unpaid.  We  are  informed 
that  the  beneficiaries  are  minors.  We  recommend  that  the 
amounts  due  them  be  deposited  in  a  savings  bank  at  interest  until 
the  beneficiaries  become  of  age  or  guardians  are  appointed. 

There  is  one  resisted  claim.  We  are  informed  that  the  claimant 
was  under  suspension  at  the  time  of  death.  The  case  is  now  in 
the  courts. 

The  above  information  was  given  verbally  by  the  secretary. 
The  records  are  kept  in  the  Polish  language.  Xo  death  claim 
register  is  kept  but  we  are  informed  that  such  record  will  be  sup- 
plied beginning  with  the  year  1914. 

Official  Publication: 

As  more  fully  explained  elsewhere  in  this  report,  the  society 
has  agreed  to  pay  over  to  the  publishers  of  the  official  organ  all 
subscriptions  for  same  received  from  members.  The  amount  ap- 
pearing as  a  liability  in  the  foregoing  financial  statement  repre- 
sents such  collections  still  in  the  hands  of  the  society. 

Funds 

The  constitution  provides  that  three  separate  funds  shall  be 
maintained  by  the  society,  viz.,  the  benefit  fimd,  used  for  the 
payment  of  death  ibenefits;  the  expense  fund,  used  for  administra- 
tion expenses,  and  the  reserve  fund,  accumulated  from  interest 
on  investments  and  bank  deposits,  and  used  only  in  emergency  for 
the  payment  of  death  claims.  A  publication  and  a  building  fund 
are  also  carried  upon  the  books. 
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A  statement  of  the  income  and  disbursements  of  the  varioxzi? 
funds  for  the  period  of  this  examination  follows: 

Mortuoury  Fund: 

Balance  December  31,  1912 $22,883    90 

Income 
ABsesaments   20, 912    G6 

Total $43,  796   56 

Disbureements 
Death  claims   12, 200  OO 

Balance  December  24,  1913 $31,696  56 

Expense  Fwnd: 

Balance  December  31,  1912 $1, 165  40 

Income 

Assessments,  fees,  rents  and  interest $3, 337  96 

Sale  of  lodge  supplies 357  37 

Total  income  3,  695  33 

Total $4,  860  73 

Disbwrsemenis 

Expenses  of  management $2, 451  86 

Transferred  to  building  fund 2,395  38 

Total  disbursements 4, 847  24 

Balance  December  24,  1913 $13  49 

Reserve  Fund: 

Balance  December  31,  1912 $2, 954  19 

Income 
Interest 1, 270  22 

Balance  December  24,  1913 $4,224  41 

Pvhlication  Fund: 

This  fund  is  used  as  a  clearing  account  for  the  subscriptions  to 
the  official  newspaper  of  the  society;  all  receipts  therefore  being 
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turned  over  to  the  publishing  association.  The  income  and  di&- 
buraements  for  the  period  covered  by  this  examination  were  as 
follows : 

BaUnce  December  31,  1912 $115  20 

Income 
AMessmenta   2,450  13 

ToUl $2,566  33 

Diahuraements 
Anumnt  turned  over  to  publishing  association 2, 304  58 

Balance  December  24,  1913 $260  75 

Building  Fund: 

The  purpose  of  this  fund  is  stated  elsewhere  in  this  report 
under  the  heading  "  real  estate." 

Balance  December  31,  1912 $1, 015  40 

Income 

AaseaamentB $348  67 

Picnic  receipts  and  special  collection 1, 012  61 

Interest  on  bank  balance 1416 

Transfer  from  expense  fund 2,  395  38 

Total  income  3,  770  82 

Total $4,786  22 

Diahuraementa 
Real  estate,  taxes  and  expenses 286  22 

Balance  December  24,  1913. $4,500  00 


RecapitviaMon  of  Fvmd  Bahmces  December  24,  1913 

Mortuary $31,  596  56 

Expense 13  49 

Reserve 4, 224  41 

Publication 260  75 

Building 4,  600  00 

Total  ledger  assets $40, 595  21 
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Both  sexeB  are  admitted  to  membership.  The  only  limitations 
appear  to  be  that  thej  shall  be  in  sound  bodily  health  and  '^  not 
opposed  to  the  constitution  of  the  Alliance  or  the  Polish  spirit." 

There  are  at  present  seventy-one  subordinate  branches  with  a 
total  membership  of  4,157.  These  branches  are  located  in  the 
following  states:  New  York,  55;  New  Jersey,  14;  Michigan,  1; 
Wisconsin,  1.     The  amount  of  insurance  in  fore©  is  $1,547,500. 

Official  Publication 

The  society  owns  thirty-seven  shares  of  stock  in  a  Polish  news- 
paper corporation,  the  par  value  being  $10  per  share.  This  stock 
is  not  carried  as  an  asset,  and  therefore  does  not  appear  in  the 
foregoing  financial  statement.  The  balance  of  the  stock  of  this 
concern,  we  are  informed,  is  owned  by  the  subordinate  branches. 

The  by-laws  of  the  society  provide  that  this  paper  shall  be  the 
official  organ  of  the  organization,  but  that  it  shall  not  be  respon- 
sible for  the  expense  thereof.  Eight  cents  per  month  is  collected 
from  each  member  as  the  su!bscription  price  of  the  publication  and, 
as  before  stated,  this  is  paid  over  to  the  said  corporation.  Hence, 
there  is  neither  gain  nor  loss  to  the  society  on  this  account. 

Officers 
The  present  officers  of  the  society  are  as  follows: 

Frank  Jannszewski,  President. 
John  Burghardt,  Vice-President. 
Vincent  G.  Nowak,  Secretary. 
Felix  J.  Bozozouski,  Treasurer. 
Frank  Rogozieuski,  Trustee. 
John  Skowronski,  Trustee. 
Frank  A.  Belling,  Trustee. 
M.  Olszanowiez,  Director. 
W.  Kwasniewski,  Director. 
F.  Bisztyga,  Director. 

The  president,  vice-president  and  treasurer  receive  an  annual 
salary  of  $200,  $100  and  $120  respectively.  The  secretary  re- 
ceives $15  per  week  and  ten  cents  for  each  application  accepted. 
The  trustees  and  directors  receive  $1.50  per  meeting.  The  di- 
rectors also  receive  $5  for  each  quarterly  audit  of  the  society's 
books. 

The  president,  secretary  and  three  trustees  are  bonded  for 
$1,000  each  and  the  treasurer  for  $2,000. 


Balinee  or  mirplus  fo  protect  ontatandiiig  certificates.. 
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A  statement  of  the  inoome  and  diBbursements  for  the  year 
ending  December  31,  1913,  is  as  follows: 

Balance  ledger  assets  December  31,  1912 $42,065  96 

Income 

Assessments    $146,  818  22 

Serb  Federation  "  Sloga,"  unincorporated 67  55 

Initiation  fees  5,  742  50 

Annual  dues 7, 916  00 

Membership  certificate  fees 270  70 

Sale  of  lodge  supplies  (books  and  badges) 1,326  69 

Interest  on  bonds 1 ,  152  00 

Total  income   163,293  66 

Total $205,  359  62 

Disbursements 

Claims,  death $64, 319  14 

Claims,  sickness  and  operations 21, 100  00 

Claims,  accident    19,535  00 

Claims,   permanent   disability   or   settlement..  10,275  00 

Advance  on  account  of  permanent  disability..  250  00 
Claims  of  minors  advanced  from  reserve  fund 

'    on  account  of  failure  of  Pittsburg  bank 4, 533  40 

Serb  Federation  "  Sloga,"  unincorporated,  books 

and  furniture 1,  289  85 

Serb  Federation  **  Sloga,"  unincorporated  (bal- 
ance of  1912) 548  00 

Serb  American  Alliance 11,  073  32 

Lodge  supplies   (books  and  badges) 1,101  60 

Expenses  of  convention 20, 703  off 

Expenses  supreme  council  and  committees 1,792  45 

Salary  of  supreme  secretary 1,412  50 

Salary  of  office  employees 1,  326  40 

Legal  expenses 808  75 

Management  and  miscellaneous 1,  392  39 

Total  disbursements 161, 461  36 


Balance  ledger  assets  December  31,  1913 $43,898  26 


Statements  of  the  various  funds,  showing  the  income  and  dis- 
bursements of  each  for  the  year  ending  December  31,  1918, 
follow : 

Beneficiary  Fund 

Balance  December  31,  1912 $2, 103  88 


Total $80,509  76 

DUiuraementi 

CoDTention  expenses 80,703  56 

D«bit  balance  December  31,  1013 tl03  S» 
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Emergency  Fund 

Balance  December  31,  1912 

Income 

Initiation  fees  (one-half) $2,  870  75 

Serb  Federation  "  Sloga,"  unincorporated 67  65 

Total  income  

Total    

Disbursements 

Serb  Federation  "  Sloga,"  unincorporated $1 ,  837  85 

Transferred  to  beneficiary  fund  on  account  of 

unpaid  assessments  levied 408  45 

Advance  on  account  of  permanent  disability  or 

settlement  claim   250  00 

Total  disbursements 

Balance  December  31,  1913 

Educational  and  Benevolent  Fund 

Balance  December  31,  1912 

Income 

Assessments    $5, 524  30 

Initiation  fees  (one-half) 2,  871  75 

Total  income   

Total    

DisbtfTSsmentB 
Serb  American  Educational  and  Benevolent  Alliance 

Debit  balance  December  31,  1913 

Expense  Fund 

Balance  December  31,  1912 

Income 

Lodge  supplies $1,  326  69 

Annual  dues 7,  916  00 

Total  income  

Total   


989 


$3. 171  «) 


2,938  30 


,109  90 


2.586  30 


$3,523  60 


$470  77 


8,396  05 


$8,866  82 


8,873  32 


$6  50 


%\%  65 


9,242  69 


,261  34 
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Diabursementa 
Expense  of  management $7,  834  09 


Balance  December  31,  1913 $1,427  25 


Recapitidation  of  Fund  Balances  December  31,  1913. 

.  Debits  Credits 

Beneficiary  fund |1,  647  01 

Reserve  fund 37,  500  70 

Convention  fund $193  80     

Emergency  fund   3,523  60 

Educational  and  benevolent  fund 6  50     

Expense  fund 1,427  25 

Balance  ledger  assets 43, 898  26     


$44,098  56       $44,098  56 


Organization 

This  society  is  practically  an  amalgamation  of  three  voluntary 
associations  of  Servian  immigrants  in  the  United  States,  the 
merger  taking  place  in  the  year  1909.  In  the  year  1910  the 
organization  was  incorporated  as  a  fraternal  beneficiary  society 
under  the  laws  of  this  State,  and  received  authority  to  transact 
business  from  the  Superintendent  of  Insurance  on  May  29,  1911. 

Objects: 

The  objects  of  the  society,  briefly,  are  to  provide  insurance 
benefits  for  its  members  in  the  event  of  death  or  temporary  or 
permanent  disability  as  the  result  either  of  disease,  accident  or 
old  age ;  to  extend  voluntary  aid,  benefits  and  relief  to  persons  of 
Servian  nationality,  race  or  descent,  whether  or  not  members  of 
the  society ;  to  extend  fraternal  blessings  in  divers  ways,  looking 
to  moral,  mental  and  physical  improvement  of  its  members  and 
persons  of  the  same  race. 

Oovemment: 

The  supreme  governing  or  legislative  body  is  the  convention  of 
delegates  representing  the  subordinate  lodges  or  so-called  sub- 
assemblies, which  meets  regularly  once  in  every  three  years,  the 
last  meeting  being  held  at  Denver,  Colo.,  in  June,  1913. 
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The  Supreme  Council: 

The  exercise  of  the  general  control  and  management  of  the 
affairs  of  the  society  is  vested  in  the  Supreme  Council,  which 
body,  under  the  amended  by-laws,  is  composed  of  ten  members  as 
follows:  Five  members  constituting  the  Supreme  Executive 
Board  and  five  members  constituting  the  Supreme  Board  of 
Control. 

The  Supreme  Executive  Board: 

This  body  is  composed  as  follows:  The  supreme  president, 
supreme  vice-president,  supreme  secretary  and  two  members 
especially  elected  by  the  convention. 

Its  principal  powers  and  duties  are  to  carry  out,  within  the 
limitations  of  the  charter  and  by-laws,  measures  adopted  by  the 
convention ;  to  manage  and  control  all  property  of  the  society ;  to 
promote  the  establishment  of  new  sub-assemblies ;  to  supervise  the 
entire  activity  of  the  sub-assemblies  and  guide  them  in  their  work, 
and  direct  the  collection  of  assessments  as  provided  by  the  by-laws. 

The  Supreme  Board  of  Control: 

This  body  constitutes  a  component  part  of  the  Supreme  Coun- 
cil. Its  principal  functions  are  to  control  the  administrative  work 
of  the  society,  examine  the  financial  affairs  at  least  once  each  year 
and  report  to  the  Supreme  Council  and  the  convention. 

The  Supreme  Judicial  Court: 

This  body  consists  of  three  members  elected  by  the  convention. 
It  constitutes  a  trial  court  to  hear  and  pass  upon  complaints 
against  boards,  officers,  sub-assemblies  and  members,  and  render 
judgment  in  each  case,  subject  to  the  right  of  the  defendant  to 
appeal  to  the  convention  under  certain  conditions. 

Executive  Officers: 

The  supreme  president,  supreme  vice-president  and  supreme 
secretary  constitute  the  executive  officers  of  the  society,  and  their 
rights  and  duties  are  defined  by  the  by-laws. 

Menibership  and  Benefits 
Membership: 

The  society  admits  to  membership  persons  of  the  Servian  race, 
either  by  birth  or  descent,  between  the  ages  of  18  and  47,  inclu- 
sive, who  have  passed  a  prescribed  medical  examination. 
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Benefits: 

The  bj-laws  provide  that^  in  the  event  of  deadihy  tbe  Iseneficiary 
of  each  member  ahall  be  paid  die  sum  t)f  $800 ;  said,  in  the  ercoKt 
of  fiickneia,  a  member  jhall  be  given  a.  benefit  &i  $S&  per  nKZHdi 
after  an  illneBB  of  three  months'  duration,  the  first  tiiree  znontiis 
being  provided  for  by  the  sub-afisemblies. 

The  by-laws  also  provide  specific  indemnities  in  the  event  of 
certain  accidents,  and  for  those  accidents  not  specified  the 
Supreme  E5iecutive  Board  determines  the  amount  to  be  allowed. 

It  appears  that  when  a  single  benefit  of  $800  is  allowed  a  mem- 
ber for  permanent  disability  his  membership  ceases.  Such  caaeB 
are  termed  "  settlement  claims." 

Rates 

The  assessments  now  being  levied  are  on  iJie  so-called  post 
mortem  plan,  that  is,  the  death  claims  incurred  each  month  are 
paid  from  assessments  collected  from  the  members  pro  rata,  based 
on  the  number  of  dealihs,  regardless  of  age.  The  sitsk  Bmd  acci- 
dent claims  are  paid  from  special  assessments,  and  tihe  oast  maiL- 
agement,  maintaining  official  organ  and  the  ^ucational  and 
benevol^it  woik  is  paiixl  from  separate  f oiCMis  re6{k3eti¥ely. 

At  the  last  oonventkoa,  however,  a  skew  plan  was  adopted  for 
the  collection  of  assessmeniB  to  pgoovide  for  the  pajjonent  of  naorlnft- 
ary  claims.  The  new  plan  is  based  on  monthly  rates  varying 
according  to  the  age  of  the  members,  and  is  expected  to  be  put  in 
force  on  or  ahout  April  1  of  this  year. 

The  rates  under  the  new  plan  are  as  follows^ 

Age  Rate 

18-26   to  48 

28-38 , S3 

38-47    43 

Members -who  are  WW  47  yearo  of  age  or 'over  idll  l>e  Tequired 
to  pay  $1.'60  per  month,  r^ardless  of  age,  aAd  lAie  difiEerenoe 
between  this  figure  and  the  Bate  on  tire  Natitmal  ^catenial  Oon- 
gress  Table  at  4  per  cent.,  as  applied  to  each  member's  age,  will 
be  made  up,  if  possible,  by  transferring  from  the  funds  derived 
from  annual  fees  the  equivalent  of  25  cents  per  member.  It  is 
said  no  persons  over  47  years  of  age  will  be  admitted  to  member- 
ship in  the  future. 


X- 
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Besides  the  assessments  for  death  benefits  on  the  above  rates^ 
there  will  be  collected  (monthly)  62  cents  per  member  to  cover 
sick  and  accident  claims;  20  cents  for  so-called  final  settlement 
claims,  and  5  cents  for  expenses  of  the  official  organ. 

It  is  the  opinion  of  your  examiner  that  assessments  collected 
on  the  above  basis  will  not  prove  to  be  high  enough  to  meet  the 
claims  in  this  society  indefinitely,  and  that  another  adjustment 
will  be  necessary  some  time  in  the  future. 

Scope  of  Examination 

This  examination  consisted  of  ascertaining  the  financial  condi- 
tion of  the  society,  as  near  as  possible,  as  of  December  31,  1913, 
with  a  verification  of  all  assets  held  on  said  date,  and  a  substantial 
testing  of  the  accuracy  of  the  income  and  disbursements  for  the 
year  1913. 

It  also  included  a  special  investigation  of  the  society's  affairs 
touching  particularly  the  rights  and  duties  of  officers  under  the 
constitution  and  by-laws  —  this  by  reason  of  bitter  dissensions 
existing  among  the  management  growing  out  of  misunderstand- 
ings as  to  the  rights,  duties  and  conduct  of  certain  officers  and 
members  of  committees.  This  matter  will  be  discussed  latter  in 
this  report. 

Management 

I  find  the  management  of  the  society  to  be  conducted,  as  a 
whole,  in  a  way  which  deserves  little  criticism,  in  fact  there  are, 
in  my  opinion,  few,  if  any,  fraternal  societies  in  this  State  com- 
posed of  foreign  bom  persons  which  conduct  their  affairs  on  as 
good  standards  and  system  as  does  this  one,  with  regard  to  the 
handling  of  financial  matters. 

I  find  the  books  and  records  of  the  supreme  secretary  kept  in 
a  modem  way,  under  a  double  entry  system  which  is  adequate  and 
comprehensive,  showing  the  result  of  efficient  and  faithful  work. 

There  is  one  matter  of  which  some  criticism  should  be  made, 
and  that  is  the  lack  of  filing  of  monthly  remittance  blanks  by 
certain  sub-assemblies.  I  find  that  many  of  the  officers  of  the 
latter  send  remittances  to  the  supreme  offices  without  even  an 
accompanying  letter.     As  a  result  it  is  difficult  to  verify  the 

32 
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accuracy  of  the  income  from  aBsessments.  Thia  is  not  the  fault 
of  the  supreme  secretary,  but  is  due  to  the  fact  that  it  is  exceed- 
ingly difficult  to  teach  the  local  officers  the  necessity  of  complying 
with  the  rules  in  this  respect. 

However,  the  accuracy  of  such  income  was  tested  in  various 
ways,  made  possible  by  reason  of  the  elaborate  system  of  book- 
keeping in  use,  and  from  this  it  is  reasonable  to  infer  that  the 
total  income  reported  is  correct. 

We  find  that  the  executive  and  administrative  work  of  officers 
and  members  of  committees  is  carried  on  efficiently  as  a  whole, 
taking  into  consideration  the  many  problems  which  constantly 
confront  an  organization  of  this  kind. 

Settlement  of  Claims 

One  of  the  most  serious  problems  with  which  the  society  has 
to  deal,  in  my  opinion,  is  the  settlement  of  claims  of  beneficiaries 
in  such  a  way  as  will  best  conserve  their  welfare  and  be  most 
helpful  to  them  in  their  struggle  for  existence  after  the  bread- 
winner of  the  family  has  passed  away. 

I  find  that  there  is  in  use  at  the  present  time  a  method  of  pay- 
ing benefits  which  is  wrong  in  principle  and  subject  to  grave 
abuses,  and  yet,  by  reason  of  the  peculiar  circumstances  attending 
many  caseS;,  the  same  seems  difficult  to  remedy.  I  find  that  in 
settling  the  majority  of  death  claims  there  is  deducted  from  the 
amount  due  the  beneficiary  the  funeral  expenses  of  the  manber 
in  each  case,  checks  being  sent  direct  to  creditors  in  settlem^at 
of  various  bills  in  connection  with  the  funeral,  and  one,  repre- 
senting the  balance  of  the  claim,  to  the  beneficiary. 

It  appears  that  this  practice  is  followed  in  pursuance  of  the 
directions  of  members  printed  in  their  applications  for  manber- 
ship,  which  read  as  follows: 

"I  direct  that  there  be  paid  out  of  the  death  benefit  to  which  I  may  be 
entitled  (a)  for  my  funeral  expenses,  not  exceeding  $100;  (b)  for  a  cross  on 
my  grave,  not  exceeding  $50." 

It  seems  that  such  amounts  may  be  changed  at  the  direction 
of  the  member.  Very  often,  however,  funeral  bills  are  presented 
aggregating  a  much  larger  amount  than  specified  in  the  applica- 
tion, sometimes  amounting  to  a  third  or  more  of  the  entire  benefit^ 
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and  the  same  are  paid  as  a  matter  of  course^  without  any  formal 
approval  filed  by  the  beneficiary. 

It  was  also  found  that  in  many  cases  no  vouchers  or  receipts 
from  undertakers^  etc.,  are  returned  for  filing. 

In  explanation  of  such  methods  it  was  stated  by  the  officers 
that  in  many  instances  the  beneficiaries  of  members  are  not  living 
in  the  United  States,  and,  in  the  event  of  the  death  of  such 
member,  it  devolves  upon  the  officer  of  the  sub-assembly  to  look 
after  his  proper  burial;  that  by  reason  of  a  peculiarity  of  Ser- 
vianS)  funeral  expenses  were  often  much  in  excess  of  what  they 
relatively  should  be. 

It  is  obvious  that  the  methods  described  are  subject  to  grave 
abuses  and  it  is  the  duty  of  the  president  of  the  society  to  recom- 
mend such  reforms  as  will  correct  them. 

In  this  connection  I  would  recommend  that  the  president  take 
under  advisement  the  following  su^estions: 

1.  That  an  effort  be  made  occasionally,  in  the  official  organ 
and  elsewhere,  urging  members  to  provide  for  less  costly  fun- 
erals, to  the  end  that  beneficiaries  may  receive  a  larger  propor- 
tion of  the  benefit 

2.  That  where  the  beneficiary  is  living  at  the  same  place  as 
the  member  at  the  time  of  the  latter's  death,  she  shall  contract 
the  bills  for  funeral  services  in  her  own  name  and  pay  for  them 
personally  out  of  the  benefit  paid  to  her  without  any  deduction. 

3.  That  where  the  beneficiary  does  not  live  in  the  same  place 
as  the  member  at  the  time  of  death,  the  funeral  arrangements 
shall  be  made  by  the  officers  of  the  sub-assembly,  and  the  bills 
therefor  paid  to  the  proper  persons  by  the  supreme  secretary, 
only  upon  the  written  approval  of  at  least  two  officers  of  the 
sub-assembly. 

4.  That  all  such  bills  shall  be  duly  receipted  and  filed  with 
the  claim  papers  in  each  case. 

Deposit  in  Defunct  Bank 

The  society  at  the  time  it  was  incorporated  and  commenced 
business  had  certain  cash  on  deposit  in  the  First-Second  National 
Bank  of  Pittsburg,  Pa.  This  account  was  continued  and  used 
advantageously  in  transmitting  cash  to  beneficiaries  in  foreign 
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countries)  tuitil  on  or  about  July  5,  1913,  when  the  bank  sus- 
pended business  and  was  placed  in  the  hands  of  receivers. 

It  appears  that  the  amount  of  the  credit  balance  of  the  incor- 
porated society  in  the  said  bank  at  the  time  it  was  closed 
amounted  to  $9,947.05  and  a  balance  of  an  old  account  of  the 
unincorporated  society  amounting  to  $1,709.62.  Both  these  ac- 
coimts,  it  is  said,  represent  claims  of  minors  which  have  been 
charged  out  of  the  assets  of  the  society  respectively  and  the  pro- 
ceeds deposited  in  said  bank  in  trust  for  the  minors  until  they 
can  legally  take  the  same. 

The  management  regards  such  claims  as  liabilities  and,  since 
the  failure  of  the  bank,  advances  have  been  made  to  persons 
representing  such  minors  from  the  reserve  fund  to  the  extent 
of  $4,533.40. 

The  balance  due  minors  on  this  account  I  have  included  as  a 
liability  in  the  statement  of  this  report. 

It  is  stated  by  the  officers  that  they  have  received  assurances 
from  the  receivers  of  the  bank  that  a  dividend  of  50  per  cent, 
will  soon  be  made  to  the  bank's  creditors,  and  that  there  is  a 
likelihood  the  balance  will  be  paid  in  full  eventually.  Whatever 
is  received  will  be  credited  to  the  resei^ve  fimd  to  replace  the 
advances  made  therefrom. 

Interest  on  Regular  Bank  Deposits. 

The  society's  regular  depository  is  the  Seaboard  National  Bank 
of  New  York  City.  It  was  ascertained  that  the  society's  average 
monthly  balance  in  this  bank  was  over  $20,000  for  the  year 
1913  on  which  no  interest  was  received.  Steps  should  be  taken 
by  the  president  immediately  to  ascertain  whether  a  reasonable 
rate  of  interest  cannot  be  received  on  this  account. 

Serho  American  Educational  and  Benevolent  Alliance 

This  is  the  title  of  an  organization  which,  in  fact,  has  at  the 
present  time  no  legal  existence;  it  is  neither  a  voluntary  asso- 
ciation nor  a  corporation  of  any  kind,  but  is  merely  a  name  of 
a  fund  maintained  as  an  ally  to  the  Serb  Federation  Sloga. 

The  objects  of  this  fund  are  both  eleemosynary  and  educa- 
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tional.  It  provides  aid  not  only  to  needy  members  of  the  Serb 
Federation  Sloga  but  also  to  other  persons  of  the  Servian  race  in 
the  United  States. 

It  appears  that  the  affairs  of  the  Alliance  are  supposed  to  be 
managed  at  the  present  time  by  the  president  of  the  society,  the 
chairman  of  the  board  of  control  and  the  chairman  of  the  supreme 
judicial  court,  which  persons  have  been  designated  as  a  board  to 
so  act  by  the  convention  of  the  Serb  Federation  Sloga,  and  this 
board  is  also  supposed  to  supervise  the  editing  of  a  paper  called 
the  Srborbran  which,  I  am  informed,  is  owned  and  published 
by  the  Serb  Publishing  Company.  This  paper  has  been  desig- 
nated the  '^ official  organ"  of  the  society,  and  the  members  of 
the  latter  pay  five  cents  per  month  as  the  subscription  price 
thereof. 

It  appears  that  the  moneys  handled  by  the  Serbo  American 
Educational  and  Benevolent  Alliance  are  received  from  the  Serb 
Federation  Sloga  through  certain  appropriations  provided  for  in 
the  by-laws,  and  also  from  contributions  made  by  certain  philan- 
thropically  disposed  persons. 

I  find  that  the  president  of  the  Serb  Federation  Sloga  holds, 
as  trustee,  for  '^  the  purpose  of  aiding  the  educational  and  benevo- 
lent fund  of  the  Serb  Federation  Sloga/'  a  parcel  of  real  estate 
situated  at  443  West  22nd  street.  New  York  City.  This  prop- 
erty was  a  gift  by  a  person  interested  in  the  objects  of  this  so- 
ciety and  was  conveyed  under  a  deed  of  trust  for  the  purpose 
above  mentioned. 

The  building  is  used  as  headquarters  to  carry  out  the  pur- 
poses of  the  said  fund  and  also  as  the  home  office  of  the  Serb 
Federation  Sloga.  The  latter,  however,  pays  no  rent,  as  such, 
for  the  space  it  occupies. 

I  find  that  the  by-laws  of  the  Serb  Federation  Sloga  provide 
that  the  supreme  president  may,  at  his  discretion,  cause  ai  mem- 
bership corporation  to  be  formed  under  the  laws  of  the  State  of 
New  York  for  the  purpose  of  administering  the  affairs  of  the 
Serbo  American  Educational  and  Benevolent  Alliance,  and  that 
sometime  ago  steps  were  taken  looking  to  such  incorporation, 
but  that  the  same  has  been  left  uncompleted. 
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Serb  Pvhlishmg  Company 

The  Serb  Publishing  Company  was  organized  as  a  stock  cor- 
poration under  the  laws  of  this  State  with  a  capital  stock  of 
$4,000  divided  into  shares  of  $10  each.  Its  purpose,  briefly,  is 
to  print  and  publish  Servian  literature  and,  as  above  stated,  it 
owns  and  publishes  the  Srbobran,  the  official  organ  of  the  Serb 
Federation  Sloga. 

This  company  was  organized  by  M.  I.  Pupin,  Esq.,  President 
of  the  Serb  Federation  Sloga,  who  originally  owned  398  out  of 
the  400  shares  of  stock,  but  it  appears  that  he  has  assigned  the 
same  to  himself,  as  trustee,  for  the  benefit  of  the  Serbo  American 
Educational  and  Benevolent  Alliance. 

Dissensions 

There  exists  in  this  society,  among  certain  of  the  elected  officers 
and  members  of  committees,  dissensions  which  have  become  so 
bitter  that  unless  they  cease  soon  they  will,  in  my  opinion,  eventu- 
ally injure  if  not  completely  wreck  the  organization.  This  con- 
dition, apparently,  is  due  mostly  to  misunderstandings  as  to  the 
rights,  prerogatives  and  duties  of  the  various  persons  in  authority 
and  the  title  to  certain  property,  but  it  has  developed  into  personal 
animosities  which  have  precipitated  general  charges  of  wrongful 
acts,  touching  usurpations  of  authority  in  office,  and  statements 
which  appear  to  be  vile  slanders. 

The  difficulty  is  between  the  president,  on  the  one  side,  and  the 
vice  president  and  members  of  the  Supreme  Board  of  Control  and 
the  chairman  of  the  Supreme  Judicial  Court,  on  the  other. 

Charges  are  made  against  the  president  substantially  as  follows: 

1.  That  he  caused  to  be  translated  into  the  English  language 
from  the  Servian  the  constitution  and  by-laws  and  has  thereby 
arbitrarily  distorted  and  wilfully  changed  the  meaning  of  such 
laws  as  adopted  at  the  first  convention  of  the  society,  and  has  de- 
clared the  English  version  to  be  the  official  laws  of  the  society  — 
this  for  the  purpose  of  furthering  his  own  selfish  purposes. 

2.  That  he  subrogates  unto  himself,  in  conducting  the  affairs 
of  his  o&ce  and  in  publishing  the  official  organ,  powers  which 
were  never  vested  in  him  solely,  but  only  in  conjunctian  with 
others. 
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3.  That  he  is  administering  certain  property,  in  connection 
with  the  Serho  American  Educational  and  Benevolent  Alliance 
and  the  Serb  Publishing  Company,  in  an  arbitrary  manner,  bo 
that  other  officers  of  the  society  are  in  doubt  as  to  its  exact  title, 
and  that  they  can  get  little  or  no  satisfaction  from  him  concerning 
the  society's  legal  rights  in  the  premises. 

4.  That  he  has  wilfully  and  without  legal  authority  suspended 
from  office  as  chairman  and  member  of  the  Supreme  Judicial 
Court  one  Ilija  Susnjar. 

I  have  investigated  these  matters  thoroughly,  and  I  hereby  re- 
port thereon  as  follows: 

The  president  of  the  society  is  a  man  of  education,  force  and 
initiative.  He  was,  undoubtedly,  the  man  without  whom  this 
society  would  not  have  been  organized  and  incorporated.  He  has 
given  of  his  time,  money  and  influence  in  abundance  in  further- 
ance of  the  work  of  the  society,  for  which  he  has  received  no 
compensation. 

The  officers  and  members  of  committees  associated  with  the 
president  are  not  his  equal  in  education,  business  experience,  etc 
Naturally,  it  has  been  incumbent  upon  him  to  take  the  initiative 
in  conducting  the  affairs  of  the  society,  and  for  these  reasons  he 
dominates  the  society  in  practically  all  its  departments.  Hence, 
there  may  be  times  when  he  exceeds  his  authority,  according  to 
the  letter  of  the  law,  in  administering  the  society's  affairs.  How- 
ever, I  find  no  warrant  for  the  charge  that  he  has  distorted  and 
materially  changed  the  meaning  of  the  by-laws  in  translating  the 
same  into  English. 

At  the  time  the  Servian  by-laws  were  adopted,  before  the 
society  filed  its  certificate  of  incorporation,  the  executive  com- 
mittee was  expressly  authorized  to  make  such  changes  in  such 
laws  as  would  be  necessary  and  expedient  in  its  judgment  and 
also  in  complying  with  the  Insurance  Laws  of  this  State.  In  pur- 
suance of  this  duty  certain  changes  were  made  by  the  said  body, 
but  I  am  unable  to  find  any  evidence  that  material  or  unnecessary 
changes  were  made  or  any  that  can  be  deemed  to  be  unreasonable 
in  the  light  of  all  the  facts  and  circumstances. 

With  r^ard  to  the  charge  that  the  president  subrogates  unto 
himself,  in  conducting  the  affairs  of  his  office  and  in  publishing 


but  only  m  ctmjunction  witb  otbers,  1  am  ot  tbe  opimcoi  tbat  cir- 
cumstances which  are  tiie  outcome  of  the  iadefinite  relationship 
of  the  Serbo  American  Educational  &  Benevolent  Alliance  and 
the  Serb  Publishing  Company  with  the  society  under  examination, 
forces  him  to  take  upon  himself  responsibilities  which  should  not 
be  taken  by  any  one  man  in  a  fraternal  beneficiary  society.  In 
other  words,  it  seems  that  the  relationship  of  the  organizations 
above  named  with  this  society  is  so  indefinite  that  educated  men, 
to  say  nothing  of  illiterate  foreigners,  are  puzzled  to  know  what 
the  exact  rights  and  obligations  of  the  society  and  its  officers  are 
in  the  premises. 

For  instance,  the  president  claims  that  the  real  estate,  herein- 
before mentioned,  is  held  by  him  in  trust  for  tbe  Serbo  American 
Educational  and  Benevolent  Alliance,  but  he  admits  that  this 
organization  is  one  in  name  only  and  is  not  a  legal  entity,  I  find, 
however,  that  this  trust  was  created  "  for  the  purpose  of  aiding 
the  educational  and  benevolent  fund  of  the  Serb  Federation 
Sloga,"  and  not  to  aid  a  separate  and  distinct  institution. 

The  398  shares  of  stock  of  the  Serb  Publishing  Company  owned 
by  the  president  have  been  assigned  to  him,  as  trustee,  for  the 
benefit  of  the  Serbo  American  Educational  and  Benevolent  Alli- 
ance. So,  it  would  seem,  this  trust  is  probably  not  valid,  in  view 
of  the  fact  that  there  is  no  one  legally  authorized  to  act  for  such 
organization. 

Again,  it  is  claimed  that  the  printing  equipment  belongs  neither 
to  the  Serb  Publishing  Company,  the  Serbo  American  Educational 
and  Benevolent  Alliance  nor  the  Serb  Federation  Sloga,  but  is 
also  held  by  the  president,  as  trustee,  under  a  separate  trust,  being 
a  gift  from  a  friend  of  the  society,  but  accompanied  by  no  ex- 
pressed agreement. 

As  a  result  of  this  condition  dissatisfaction  has  ensued  and  cer- 
tain of  the  officers  and  committeemen  have  protested,  taken  tbe 
minute  record  books  from  the  office  for  investigation,  engaged 
counsel  and,  through  the  latter,  made  an  appeal  to  this  Depart- 
ment. 

It  seems  that  the  board  which  was  designated  by  the  convention 
to  act  as  the  executive  committee  of  the  Serbo  American  Ednca- 
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tional  and  Benevolent  Alliance  and  to  supervise  the  policy  of  the 
official  organ,  under  certain  rules  adopted  by  the  convention,  has 
been  disrupted  by  reason  of  the  suspension  from  office  of  the  chair- 
man of  the  Supreme  Judicial  Court  by  the  president,  as  above  re- 
ferred to,  and  such  duties  have  since  fallen  upon  the  president  and 
the  chairman  of  the  Supreme  Board  of  Control,  but,  by  reason  of 
the  vile  accusations  alleged  to  have  been  made  against  the  presi- 
dent by  the  deposed  chairman  above  mentioned,  the  former  haa 
practically  taken  upon  himself  the  sole  responsibility  of  conduct- 
ing the  official  organ,  alleging  that  the  rules  adopted  concerning 
the  character  of  the  articles  to  be  published  therein  have  been 
absolutely  violated  by  his  associates  and  that,  in  order  to  protect 
the  society  and  his  own  good  name,  he  has  been  obliged  to  assume 
full  responsibility  and  will  rely  upon  the  members  of  the  society 
to  uphold  him. 

Concerning  the  fourth  charge,  viz:  that  the  president  has  wil- 
fully, and  without  legal  authority,  suspended  from  office  as  chair- 
man and  member  of  the  Supreme  Judicial  Court,  Ilija  Susnjar 
I  am  constrained  to  believe  that,  notwithstanding  the  provocation 
was  probably  great,  the  president  was  not  warranted,  under  the 
by-laws,  to  suspend  from  office  the  above  named  person.  He  was 
elected  by  the  convention,  and  I  find  nothing  written  in  the  laws 
of  the  society  which  gives  the  president  the  power  to  suspend  an 
elected  officer,  especially  a  member  of  the  Supreme  Judicial  Court. 

The  charges  made  against  Susnjar  is  that  he  had  maliciously 
slandered  and  libelled  both  the  president  and  the  society. 

Bonds 
The  following  is  a  description  of  the  bonds  owned  by  the  society 
on  date  of  this  examination,  with  the  book,  par  and  market  values 
thereof: 

Book  value     Par  value    Market  value 
District  of  Columbia,  Funding,  3.65% 

—  1^4    $19,259  36     $18.000  00     $18,720  00 

U.    S.    Government,    Panama    Canal, 

3%  —  1961    16,824  84       16.  500  00       16,500  00 

'^^^^'s    $36.084  20    $34,500  00    $35.220  00 
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The  District  of  Columbia  bonds  are  not  registered.  They  should 
be  either  registered  or  deposited  so  that  access  to  them  shall  be 
had  only  by  the  president  and  secretary  acting  together. 

Recomm  endations 

In  view  of  the  conditions  described  above,  I  respectfully  make 
the  following  recommendations  in  addition  to  those  already  set 
forth  in  this  report 

1.  That,  as  soon  as  practicable,  the  Serbo  American  Educational 
and  Benevolent  Association,  which  is  the  name  of  a  fund  only,  be 
merged  with  the  Serb  Federation  "  Sloga  "  and  be  managed  by 
the  supreme  council  thereof,  and  the  transactions  of  the  said  fund 
be  carried  on  the  society's  records  and  subject  to  the  examination 
of  this  Department  This  will  be,  in  my  opinion,  wholly  within 
the  corporate  rights  of  the  society,  and  it  will  serve  to  dispel  the 
air  of  mystery  which  surrounds  this  subsidiary  at  the  present 
time.  Such  change  will  not,  in  my  opinion,  alter  or  affect  the 
trust  which  now  exists  in  connection  with  the  real  estate ;  that  can 
be  continued  precisely  as  at  present  under  the  trusteeship  of  the 
president^  Prof.  M.  I.  Pupin,  or  his  successor  under  the  trust 
agreement 

2.  That  the  Serb  Publishing  Company  be  dissolved  and  the 
official  organ  be  issued  by  the  Serb  Federation  "  Sloga "  itself, 
under  the  direct  supervision  of  the  Supreme  Council  through  an 
editor  and  manager  appointed  by  and  amenable  to  that  body. 
This  can  be  done  if  a  proper  compliance  is  made  with  the  postal 
laws  in  such  cases  made  and  provided.  Such  procedure,  in  my 
opinion,  need  not  affect  any  rights  as  trustee  the  president  may 
have  in  the  printing  equipment,  etc.,  but  the  same  should  be  made 
definite  so  that  the  title  to  such  property  will  be  clear  and  well 
understood  by  the  representatives  of  the  society. 

3.  That,  pending  the  consummation  of  such  arrangements,  the 
policy  of  the  official  organ  and  the  character  of  its  editorials  be 
supervised  by  the  committee  designated  at  the  last  convention, 
under  the  rules  then  adopted,  but  that  the  business  management 
thereof  shall  be  conducted  solely  by  the  president  of  the  society. 

4.  That  the  two  persons  elected  by  the  convention  to  member- 
ship in  the  supreme  council,  who  were  deprived  of  voting  at  the 
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January  meeting,  be  reinstated  and  hereafter  be  allowed  to  enter 
into  the  full  deliberations  of  that  body. 

5.  That  the  chairman  of  the  supreme  judicial  court  be  rein- 
stated to  his  office. 

6.  That  the  complaint  now  pending  against  the  Supreme  Secre- 
tary, P.  H.  Pavlovitch,  in  connection  with  irregularities  of 
Chicago  Lodge  No.  1,  be  dismissed,  upon  the  ground  that  the  evi- 
dence submitted  does  not  warrant  any  further  consideration  of 
this  matter. 

7.  That  the  disbursements  on  account  of  convention  expenses 
shall  hereafter  be  made  only  after  each  bill  for  traveling  and  per 
diem  expenses  has  been  approved  by  a  committee  of  at  least  two 
persons  designated  by  the  supreme  council  and  that  such  bills  shall 
be  duly  receipted  and  filed. 

8.  That  the  minute  record  books  of  the  society  be  deposited  in 
the  office  of  the  society  at  its  headquarters,  and  not  elsewhere. 

Liabilities 

The  statement  of  liabilities  given  in  this  report  does  not  include 
any  bills  for  legal  services  which  the  attorneys  of  the  society  may 
have  had  against  the  society  as  of  the  date  of  this  examination. 

Membership  and  Inswrwnce 

The  number  of  members  in  good  standing  as  shown  by  the 
records  on  December  31,  1913,  was  9,866,  and  the  death  benefit 
insurance  outstanding  at  the  same  time  amounted  to  $7,492,800. 

Officers 

The  following  are  the  names  of  the  officers  and  chairmen  of 
the  principal  committees  of  the  society:  Supreme  president, 
Michael  I.  Pupin;  supreme  vice-president,  Luka  KrLosich;  su- 
preme secretary,  P.  H.  Pavlovitch;  chairman  of  the  supreme 
board  of  control,  Nikola  Grahovac;  chairman  of  the  supreme 
judicial  court,  Ilija  Susnjar. 

Salaries 

None  of  the  above  named  officers  receive  a  stated  salary,  except 
the  supreme  secretary  whose  compensation  at  the  present  time  is 
at  the  rate  of  $1,200  per  annum. 
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ConcliLsion 

It  seems  clear  that  if  this  society  is  going  to  continue  its  useful- 
ness and  carry  on  successfully  the  work  for  which  it  was  founded, 
its  officers  must  first  get  together  and  drop  their  personal  ani- 
mosities^ and,  secondly,  readjust  the  society's  affairs,  above  re- 
ferred to,  in  a  more  orderly  and  well  defined  way. 

The  society  has  accomplished  much  in  the  work  of  caring  for 
its  members  and  their  beneficiaries  in  suffering  and  in  death,  and 
also  in  educational  matters,  social  service,  etc. ;  it  has  still  greater 
opportunities  for  such  work,  if  the  men  chosen  to  lead  will  un- 
selfishly work  for  the  society's  best  interests,  regardless  of  per- 
sonal ambitions  and  petty  jealousies. 

Nothing  contained  in  this  report  should  be  construed  as  indi- 
cating that  your  examiner  believes  that  the  president  of  this 
society  has  conducted  his  office  on  any  other  than  a  high  moral 
plane,  or  that  he  has  used  his  office  to  promote  selfish  ends,  or  for 
any  other  purpose  than  to  improve  the  condition  of  his  fellow 
coimtrymen.  He  has  given  to  the  society  in  time,  labor  and 
money  what  few  men  in  his  position  would  care  to  give,  and  it  is 
my  opinion  that  the  society  could  ill  afford  to  lose  him  as  its  head. 

It  seems  necessary,  however,  to  make  certain  changes  in  methods 
of  administration,  upon  general  principles  and,  in  this  case  par- 
ticularly, for  the  reason  that,  in  my  opinion,  if  the  president  now 
in  office  should  resign  or  die  the  society  would  not  endure  long  as 
presently  constituted. 


UNITY  INSURANCE  SOCIETY 

Sybacuse,  N.  Y. 

Examined  to  ascertain  condition  December  31,  1913. 

Report  dated  March  10,  1914. 

Examiners:  Clarence  J,  Norton  and  J.  F.  Tucker, 

Ledger  Aaaeta 

Cash  in  baii|c8 $888  14 

Cash  in  office 6  77 

Agents'  balances  20  69 

Total  ledger  assets 1916  60 
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N(m-Ledger  AneU 
Aaaeflsme&tfl  in  course  of  collection $464  00 

QT088  asBeU  $1, 379  60 

Agteis  Not  Admitted 
Agents'  balances  20  69 

Total  admitted  assets $1,358  91 

lAabilities 

Conunissions  $208  68 

Death  claims 152  50 

Disability  claims 62  50 

Totel  liabilities    423  68 

Balance  of  assets  over  liabilities $935  23 

A  statement  of  the  income  and  disburseijientB  for  the  year  end- 
ing December  31,  19 13,  is  as  follows: 

Balance  ledger  assets  December  31,  1912 $1,075  46 

Itioome 

Assessments   $5, 028  73 

Per  capita  tax   1  00 

Donations  by  officers 2, 750  00 

Total  income  7, 779  73 


Total    $8,856  19 

Dithureemetits 

Death  claims $971  00 

Disability  claims   819  50 

Commissions  and  collection  fees 2, 170  92 

Salary,  manager  of  agencies 1, 195  00 

Management  and  miscellaneous   1, 580  53 

Salaries  of  office  employees 1, 202  64 

Total  disbursements    7,939  59 


Balance  ledger  assets  December  31,  1913 $915  60 

Assets 

The  cash  in  bank  consists  of  a  deposit  of  $1,000  in  one  bank 
offset  by  an  overdraft  of  $111.86  in  another.  These  balances  were 
verified  by  certificates. 


Bepobts  on  Official  Examination  1007 

It  appears  that  one  of  the  laws  governing  the  general  or  ex- 
pense fund  (sec.  183^  sub-division  C)  provides  that  not  more  than 
25  per  cent  received  on  account  of  the  benefit  fund  may  be  used 
in  the  general  fimd,  whereas  sub-division  G  provides  that  '^  a  sum 
not  exceeding  the  first  twelve  assessments  of  members  may,  at  the 
discretion  of  the  Supreme  Yadoya  or  Board  of  Supreme  Trustees^ 
be  used  for  the  extension  of  the  order." 

It  is  obvious  that  such  provisions  are  opposed  to  each  other 
where,  as  in  this  case,  the  first  twelve  monthly  assessments  com- 
prise practically  the  whole  of  the  total  assessments.  The  by-laws 
in  this  respect  should  be  amended  and  made  definite. 

It  is  claimed  that  this  matter  was  taken  care  of  some  time  in 
the  past,  but  that  the  record  thereof  has  in  some  manner  been 
lost  "New  amendments  are  therefore  in  order,  to  the  end  that  the 
by-laws  be  made  to  comply  with  sub-section  4  of  section  233  of  the 
insurance  law,  which  reads  as  follows: 

"  Every  provision  of  the  laws  of  a  society  for  payment  by  its  members 
in  whatever  form  made,  shaU  distinctly  state  the  purpose  of  the  same  and 
the  proportion  thereof  which  may  be  used  for  expenses,  and  no  part  of  the 
money  collected  for  mortuary  or  disability  purposes,  or  the  net  accretions 
of  either  or  any  of  said  fimds,  shall  be  used  for  expenses." 

A  statement  of  this  fund  for  the  year  ending  December  31, 
l&ia,  follows: 

Balance  December  31,  1912 $630  04 

Income 

Total  first  year  assessments $3, 834  08 

Thirty-five  per  cent,  subsequent  assessments . . .  409  46 

Donations  by  officers 2, 750  00 

Per  capita  tax 1  00 

Total  income   6,994  64 


Total    $7, 624  68 

DiahuraementM 

Expenses  of  management $6, 140  00 

Transfer  to  Beneficiary  Fund 700  00 

Total    6, 849  09 

Balance  December  31,  1913 $776  49 


xne  assessmenis  oeiog  lueumcieDi;  ro  meei,  uie  cmimB  ana  uoces- 
aary  e?ipeDBe8  of  the  society  for  several  years  past,  the  officere 
have  from  time  to  time  made  voluntajy  contributioiiB  to  the 
general  fund.  For  the  three  years  preceding  the  date  of  this 
examination,  such  contributions  were  as  follows: 

19)1  12,760  00 

1912  2, 060  00 

1913  2, 160  00 

Total   IT,  660  00 
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» 
We  were  informed  that  the  said  contributions  were  made  with- 
out any  agreement  that  they  are  to  be  returned  and  that  the  same 
in  no  sense  constitute  a  liability  against  the  society.  Filed  with 
this  report  is  as  an  affidavit  executed  by  the  president  and  secre- 
tary-treasurer to  that  effect* 

Certificates  and  Membership 

The  society  issues  at  present  but  one  form  of  certificate,  a  com- 
bination contract  with  life,  accident  and  health  benefits. 

Both  sexes  from  18  to  65  years  of  age  are  eligible  to  member- 
ship. Members  whose  certificates  carry  the  same  benefits  pay  the 
same  rates  regardless  of  age. 

Assessments,  rates  and  benefits  are  shown  as  follows : 

LoB$  of  1  eift         Lou  of  9  ry»  Dootk  bmt- 

Clau  Cirtifleate      Cod  per  FedUy  or  t  limh  ntH       or  i  Umbi  tut  jite  ii«<  «s- 

No.  fee  month  benefite  exceeding  exceeding  eteding 

1  91  00  $0  76  $5  00  $100  00  $200  00  $260  00 

2 2  00  1  00  7  60  200  00  400  00  876  00 

3  3  00  1  60  10  00  300  00  600  00  500  00 

4 4  00  2  26  16  00  400  00  800  00  800  00 

5  5  00  3  00  20  00  500  00  1,000  00  1,000  00 

In  the  event  a  member  dies  during  the  first  year,  the  certificate 
provides  that  the  beneficiary  will  receive  a  sum  not  exceeding  ten 
(10)  per  cent,  of  the  death  benefit;  during  the  second  year,  a  sum 
not  exceeding  twenty ^five  (25)  per  cent ;  during  the  third  year  a 
sum  not  exceeding  forty  (40)  per  cent ;  during  the  fourth  year  a 
sum  not  exceeding  sixty  (60)  per  cent.;  during  the  fifth  year  a 
sum  not  exceeding  seventy-five  (75)  per  cent.;  during  the  sixth 
year  and  thereafter  a  sum  not  exceeding  the  full  amount  of  the 
death  benefit  named  in  the  certificate. 

After  a  certificate  has  been  in  force  eleven  months  the  member 
is  entitled  to  receive  not  to  exceed  ten  (10)  weeks^  benefit  in  any 
one  year  in  case  of  disability.  Prior  to  the  eleven  months'  mem- 
bership such  benefit  varies  from  one  to  nine  weeks,  determined  by 
the  number  of  months  the  certificate  has  been  in  force. 

On  December  31,  1913,  the  number  of  certificates  outstanding 
was  640  and  the  amount  of  insurance  $253,425. 

There  are  seven  subordinate  branches  in  New  York  State  and 
five  in  Pennsylvania. 


Eeports  on  Official  Examination  1011 

LidbiUHea 

Unpaid  death  claimB $25, 980  98 

Unpaid  sick  benefits 952  35 

Accrued  salaries  66  20 

Assessments  paid  in  advance 208  68 

Total  liabilities $27, 198  13 

£zcess  of  admitted  assets  over  liabilities $727,856  21 

Assets 

The  mortgage  loans  were  verified  by  an  inspection  of  tto  usual 
mortgage  papers  on  file  in  the  office  of  the  society.  Titles  to  all 
the  parcels  upon  which  loans  have  been  made  are  insured  by 
recognized  title  insurance  companies.  The  property  securing 
these  mortgages  is  now  being  appraised  by  this  Department  and 
a  separate  report  of  the  appraisals  will  be  submitted.  One  of 
these  mortgages  has  been  paid  off  since  March  31st.  Another  has 
been  turned  over  to  the  society's  attorneys  for  the  purpose  of  f ore- 
doaure.  The  attorneys  state  that  the  proceedings  have  not  been 
completed. 

The  savings  bank  deposits  were  verified  by  the  bank  pass  books 
and  the  deposits  in  commercial  banks  by  certificates  obtained  from 
the  banks  and  reconciled  with  the  society's  records. 

Under  a  ruling  of  this  Department  dated  at  Albany,  N.  Y., 
August  31,  1909,  the  balances  in  the  custody  of  subordinate 
branch  treasurers  are  admitted  assets  and  have  been  so  treated  in 
this  report  The  amount,  $78,608.25,  was  verified  by  checking 
the  quarterly  statements  of  the  branches  with  the  records  of  the 
sociely.  Whether  these  funds  were  in  the  local  treasuries  or  de- 
posited in  banks  can  only  be  ascertained  by  an  examination  of 
the  records  of  each  of  the  332  subordinate  branches. 

The  interest  accrued  on  mortgages  was  computed  from  the  mort- 
gage records. 

The  assessments  due  and  unpaid  were  not  verified  as  the  amount 
has  been  deducted  as  an  asset  not  admitted. 

Death  Claims  Unpaid 

The  unpaid  death  claims  were  taken  from  the  claim  register 

and  cheeked  with  the  list  of  unpaid  claims  entered  upon  the 

society's  records  as  of  March  31,  1914.    The  total  was  increased 

by  $1,750  on  account  of  reports  of  seven  deaths  occurring  prior 
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to  March  31st  not  having  been  received  until  Bubsequent  to  that 
date. 

The  total  of  the  unpaid  death  claims  was  $25,980.92.  Of  this 
amount  approximately  $13,000  represents  claims  incurred  prior 
to  the  year  1913.  Twelve  of  the  death  claims  occurred  in  1908, 
six  in  1909,  nine  in  1910,  thirteen  in  1911  and  twenty-two  in 
1912. 

The  principal  reasons  for  the  non-payment  of  these  claims  are: 
No  legal  beneficiary;  beneficiary  living  abroad;  and  beneficiary 
not  of  age. 

With  reference  to  the  non-payment  of  claims  where  the  bene- 
ficiary is  not  of  age,  or  one  or  more  of  such  beneficiaries  are  minors 
and  no  guardians  are  appointed ;  the  claims  or  portions  of  ckims 
due  such  minors  are  carried  upon  the  records  as  liabilities  for  six 
years  or  for  such  length  of  time  within  that  period  as  shall  elapse 
before  the  minors  become  of  age.  At  the  end  of  six  years  such 
unpaid  claims  or  portions  thereof  are  transferred  to  the  reserve 
fund.  This  appears  to  be  an  arbitrary  ruling  upon  the  part  of  the 
management.  It  does  not  follow  that  a  minor  beneficiary,  having 
reached  his  majority  after  the  six-year  period,  cannot  prove  and 
collect  his  claim.  So  far  as  the  society  is  concerned,  however, 
the  record  of  the  case  is  closed  and  should  the  claim  be  overlooked 
by  the  beneficiary  it  would  never  be  paid. 

It  is,  therefore,  respectfully  recommended  that  this  practice  be 
discontinued  and  that  the  society  carry  such  unpaid  claims  of 
infants  on  its  books  in  a  separate  account  at  prevailing  savings 
banks  interest  rates  and  held  for  the  benefit  of  the  minor  bene- 
ficiary or  beneficiaries  until  he  or  they  shall  become  of  aga 

Income  and  Disbursements 
The  income  and  disbursements  for  the  year  ending  March  31, 
1914,  were  as  follows: 

Balance  ledger  asBets  March  31,  1913 $647,813  46 

Income 

Initiation  fees  $16. 419  00 

AsBessments   649, 116  60 

Books  and  fines 1, 642  20 

Total   $667, 077  80 

Payments  returned  to  members 20  70 

Total  receipts  from  members $567, 067  10 
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Interest  on  mortgage  loans $26, 368  28 

Interest  on  bank  deposits 1, 439  17 

Sale  of  literature  30  87 

Sale  of  society  buttons 996  08 

Miscellaneous 3  50 

Total  income   $595,  895  00 

Total $1,243,708  46 

Diahuraementa 

Death  claims  $130, 415  00 

Sick  benefits 339, 109  86 

Salaries  of  officers 2, 162  62 

Compensation  of  committees 148  48 

Salaries  of  office  employees 6, 528  88 

Office  rent 1,500  00 

Official  publications  9, 660  40 

L^;al  expense 812  08 

Supreme  lodge  meeting 916  63 

Insurance  department  licenses  and  fees 147  10 

Management  expenses   7, 439  93 

Total  disbursements 498, 840  93 


Balance,  ledger  assets,  March  31,  1914 $744,  867  53 


Funds 

The  assets  of  the  society  are  apportioned  among  four  funds, 
viz. :  Eeserve,  mortuary,  sick  and  accident  expenses.  The  initia- 
tion fees  and  interest  from  all  sources  are  credited  to  the  reserve 
fund ;  the  apportionment  of  assessments  among  the  other  funds  is 
given  under  the  paragraph  in  this  report  relating  to  membership, 
rates  and  benefits.  As  the  titles  of  the  funds  indicate,  the  death 
claims  are  paid  from  the  mortuary  fund,  the  disability  claims 
from  the  sick  and  accident  fund  and  the  expenses  from  the  ex- 
pense fund. 

The  income  and  disbursements  by  funds  for  the  twelve  months 
covered  by  this  examination  and  the  balances  in  each  fund  at 
the  beginning  and  end  of  the  period  were  as  follows: 

Reserve  Fund 

Balance  March  31,  1913 $373. 093  49 
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Inoame 

Initiation  fees  $16,419  00 

Interest  on  mortgage  loans 26, 368  28 

Interest  on  bank  deposits 1, 439  17 

Transfer  from  mortuary  fund 1, 827  00 

Total  income   $48, 053  45 

Balance  March   31,    1914 $419, 146  94 

Mortuary  Fund 

Balance  March  31,  1913 $143, 406  08 

Income 

Assessments   $172, 740  82 

Deduct  payments  returned  to  members 2  90 

Net  income 172.737  92 

Total   $316, 144  00 

DiahwTBementB 

Death  claims  $130, 415  00 

Transfer  to  reserve  fund 1, 827  00 

Total  disbursements 132, 242  00 

Balance  March  31,  1914 $183, 902  00 

Sick  and  Accident  Fund 

Balance  March  31,  1913 $106,887  33 

Inoome 

Assessments   $345, 581  95 

Deduct  payments  returned  to  members 4  90 

Net  income 346, 677  05 

Total    $462, 464  38 

Diaburaemenia 
Sick  benefits 339, 109  86 

Balance  March  31,  1914 $113, 354  62 

Expense  Fund 

Balance  March  31,  1913 $24, 426  56 
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Income 

Assessmenta   $30,793  83 

Books  and  fines 1,  542  20 

Total    $32,  336  03 

Payments  returned  to  members 12  00 

• 

Total  receipts  from  members $32, 323  13 

Sale  of  literature 30  87 

Sale  of  society  buttons 996  08 

Miscellaneous    3  50 

Total  income   $33, 353  68 

Total    $67, 780  14 

Dishuraementa 
Salaries,  rent  and  various  items 29, 316  07 


Balance  March  31,  1914 $28,464  07 


RecapittUation  of  Fund  Balances  March  31,  1914 

Reserve   $419, 146  94 

Mortuary    183, 902  00 

Sick  and  accident 113, 354  52 

Expense 28,464  07 


Total    $744, 867  63 


Membership,  Bates  and  Benefits 

Section  1  of  article  III  of  the  constitution  of  the  society  reads 
in  part  as  follows: 

"  Section  1.  Every  workingman  in  good  health  and  of  reputable  character, 
not  below  the  age  of  18  years  nor  above  the  age  of  45  years,  may  be  admitted 
to  membership  if  proposed  by  a  member  who  has  known  him  for  at  least  six 
months." 

The  membership  is  divided  among  three  classes  and  the  ini- 
tiation fees,  which  are  credited  to  the  reserve  fund,  are  as  fol- 
lows: 

Ag$  t8-80  ywrt  SO-4O  yeart         40-4S  ytart 

I^rst  class   $4  00  $5  00  $7  00 

Second  class 300  4  00  600 

Third  class 100  2  00  3  00 
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The  moiltlily  afiseesments,  regardless  of  age,  are  as  foUowB: 

Siek  ami 
Talal  Mortuary  oeddMl  Mi 

First  class $1  05  $0  29  $0  70  $0  06 

Second  class 80  20  45  06 

Third  class 30  29     01 

The  death  benefit  is  $250  in  each  class.  The  disability  bene- 
fits are  as  follows: 

1st  class:  Nine  dollars  per  week  for  40  weeks  and  $4.50  per 
week  thereafter  until  $540  shall  have  been  paid,  when  the  mem- 
ber  is  entitled  to  no  further  disability  benefits. 

2nd  class :  Six  dollars  per  week  for  40  weeks  and  $3  per  we^ 
thereafter  until  $360  shall  have  been  paid^  when  the  member  is 
entitled  to  no  further  disability  benefits. 

The  members  of  the  third  class  receive  no  disability  benefits. 
The  greater  number  of  members  of  this  class  are  women.  Any 
male  member  who  has  received  the  total  amount  of  benefits  to 
which  he  is  entitled  under  classes  one  and  two  is  transferred  to 
class  three  and  thereafter  pays  only  the  assessment  called  for  that 
class. 

On  March  31,  1914,  there  were  332  branches  or  local  lodges 
in  27  states  of  the  United  States,  the  membership  by  classes  being 
as  follows : 

First  class   41, 800 

Second  class 682 

Third  class  (men) 272 

Third  class  (women ) 8, 045 

Total    50, 799 


The  amount  of  insurance  in  force  was  $12,699,760. 

Payment  of  Claims 

All  payments  of  disability  claims  are  made  by  the  local 
branches,  a  monthly  report  being  submitted  to  the  supreme  body. 
All  receipts  for  payments  made  during  the  current  month  are 
attached  to  the  report.  Checks  in  payment  of  death  claims  are 
drawn  at  the  office  of  the  supreme  body  and  remitted  to  the  treas- 
urers of  the  local  branches,  who  turn  them  over  to  the  bene- 
ficiaries and  obtain  releases  for  the  claims.  These  releases  are 
also  sent  in  with  the  monthly  reports. 
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The  releases  for  all  death  claims  paid  during  a  period  of  three 
months  were  checked  with  the  society's  records  and  found  to 
agrea 

Official  Publication 

"  Solidarity,  Official  organ  of  the  Workmen's  Sick  and  Death 
Benefit  Fund  of  the  United  States  of  America  "  is  published 
monthly  and  sent  to  each  male  member  of  the  society.  This 
organ  is  published  in  both  the  German  and  English  languages 
and  contains  official  notices,  including  the  assessments  called,  re- 
ports of  the  main  office  and  other  information  of  interest  to  the 
members. 

The  editorial  management  of  the  paper  is  in  the  hands  of  an 
editor  who  is  elected  by  a  board  of  supervision. 

All  expenses  connected  with  the  publication  are  paid  from  the 
expense  fund.  During  the  twelve  months  ending  March  31, 1914, 
the  expenses  were  as  follows: 

Editor's  salary $540  00 

Paper,  printing,  composing  and  binding 6, 411  90 

Addressing,  wrapping  and  mailing 1, 374  72 

Postage  1,  310  80 

Subscription  fees  for  periodicals 22  80 

Total $9, 680  40 

Officers 
The  present  officers  and  the  salaries  paid  to  each  are  as  follows : 

President,  Paul  Flaschel Nothing 

Secretary,  William  Meyer $22  weekly 

Treasurer,  Stephan  Bacher $19.80  weekly 

The  secretary  and  treasurer  are  under  bond  issued  by  the 
United  States  Fidelity  and  Guaranty  Company  for  $5,000  each. 
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BURGLAKY   INSUKANCE  UNDEKWRITERS  ASSOCIA- 
TION 

New  York,  N.  Y. 

Examined  as  to  organization  and  methods. 
Report  dated  April  9,  1914. 
Examiner:   Jesse  Bacharach. 

History 

The  BuROLABY  Insurance  Underwriters  Association  is  an 
unincorporated  association  formed  July  12,  1904.  The  associa- 
tion made  little  progress  and  the  agreements  and  rules  were  fre- 
quently suspended,  the  last  suspension  being  on  January  6,  1912. 
On  March  19, 1912,  the  association  as  now  constituted  reorganized, 
and  on  April  16,  1912,  the  present  constitution  was  adopted. 

Purpose  of  Organization 
The  purpose  of  the  association  as  stated  in  the  constitution  ip 

"  To  promote  good  will,  harmony,  confidence  and  co-operation  generally 
between  the  companies  and  to  devise  and  give  effect  to  measures  for  the  pro- 
tection of  every  company  interested,  especially  in  any  and  all  matters  relat- 
ing to  any  branch  or  class  of  Burglary  insurance  underwriting." 

Membership 

All  companies,  writing  any  line  of  burglary  insurance,  are 
eligible  to  membership  in  the  association. 

The  officers  and  present  incumbents  are  as  follows : 

President. William  B.  Joyce 

1st  Vice-President Hobert  J.  Hillas 

2nd  Vice-President Norman  R.  Moray 

Treasurer.  . £.  J.  Millar 

Secretary Samuel  B.  Brewster 

The  above  officers  were  elected  to  serve  for  one  year  from  May 
1,  1913.  The  secretary,  who  also  acts  as  manager  of  the  statisti- 
cal bureau,  is  the  only  officer  who  receives  a  salary. 
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Committees 

Various  functions  are  entrusted  to  committeeSy  the  standing 
committees  being  the  Auditing  Committee,  Bankers'  Burglary 
Committee,  Bureau  Committee,  Common  Chicago  Agency  Com- 
mittee and  Mercantile  Open  Stock  Committee. 

In  addition  to  the  standing  committees,  there  are  a  number  of 
special  committees  appointed  for  various  purposes,  the  names  of 
the  committees  in  a  general  way  indicating  the  purposes  of  the 
committees  and  the  problems  confronting  them.  Some  of  these 
committees  are : 


New  York  Agency  Committee 
Residence  Committee 
Robbery  Committee 
Tourist  Floater  Committee 


Soliciting  New  Members  Committee 
The  Increase  in  Rates  Committee 
The  Central  Claims  Bureau  Committee 
The  Co-Insurance  Clause  Committee 


The  Vacancy  and  Limit  on  Jewelry  Committee,  etc 

80%  Co-Insubance  Clause 

"  The  company  shall  not  be  liable  for  a  greater  proportion  of  any  loss  of  or 
damage  to  articles  of  gold  and  sterling  silver,  watches,  precious  stones,  jew- 
elry, oil  paintings,  oriental  rugs,  furs  or  articles  made  in  whole  or  in  part  of 
fur,  than  the  sum  hereby  insured  bears  to  eighty  per  centum  (80%)  of  the 
total  actual  cash  value  of  all  articles  of  gold  and  sterling  silver,  watches^ 
precious  stones,  jewelry,  oil  paintings,  oriental  rugs,  furs  and  articles  made 
in  whole  or  in  part  of  fur,  covered  by  this  policy  under  item of  state- 
ment   of  the  schedule.    In  case  of  claim  for  loss  of  any  of  the  aforesaid 

property  described  in  this  clause,  not  exceeding  Ave  per  centum  (6%)  of  the 
maximum  amount  of  insurance  under  this  policy,  no  special  inventory  or 
appraisement  of  the  property  not  stolen  or  not  damaged  shall  be  required.  If 
the  insurance  under  this  policy  applies  to  articles  separately  and  specifically 

described  in  item  of  statement  of  the  said  schedule  and  stated 

therein  to  be  insured  hereunder,  this  clause  shall  not  apply  to  a  loss  of  such 
articles." 

In  the  event  of  a  greater  loss  than  5%  the  following  clause  is 
effective: 

"  In  the  event  of  the  loss  of  property  such  as  is  described  In  agreement 

a  special  inventory  of  such  property  not  stolen  or  not  damaged  shall  be  fur- 
nished to  the  company." 

The  co-insurance  clause  operates  only  in  the  event  that  the  lost 
articles  are  constituted  in  whole  or  in  part  of  gold,  sterling  silver, 
watches,  precious  stones,  jewelry,  oil  paintings,  oriental  rugs,  furs 
or  articles  made  in  whole  or  in  part  of  fur.  To  illustrate  its  opera- 
tions, the  following  is  assumed : 
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Value  of  restricted  articles 

Value  of  non-restricted  articles 


$5,000 
5,000 


Total  value  of  property  insured 

Insurance  required  (80%  of  value  of  restricted  articles) 

Insurance  carried  {%) 

Deficiency  ( % ) 

Amount  of  loss  (restricted  articles) $2,000 

Amount  of  loss  (non-restricted  articles)   1,000 


$10,000 
4,000 
3,000 
1,000 


Total  loss. 

Company's  liability  on  restricted  articles  ( % )    $1,500 

Company's  liability  on  non-restricted  articles 1,000 


3,000 


Company's  total  liability 


2,500 


Following  is  a  table  showing  the  company's  liability  for  various 
losses  with  varying  amounts  of  insurance,  the  value  of  the  insured 
property  being  the  same  in  all  cases : 


Value  of 
Restricted 

Articles 

Covered  by 

Insurance 

$5,000 


Value  of 
Reitrioted 

Artieles 

Covered  by 

Insuranoe 

$5,000 

a 
u 
u 
u 
a 
« 
u 
u 
u 
u 
u 
u 
u 
u 
u 
a 
u 


Value  of 

Non-restricted 

Articles 

Covered  by 

Insurance 

$5,000 

(I 
tt 

a 
« 

tt 


Value  of 
N<m-restrioted 
Artieles 
Covered  by 
Ineuranoe 


Lobs 


Value  of 
Restricted 
Articles 

$1,000 
1,000 
1,000 


Value  of 

Non-restricted 

Articles 


1,000 
1,000 
1,000 
1,000 


$500 
1,000 
1,000 

"566 

1,000 
1,500 


Loss 


$5,000 


Value  of 
Restricted 

Artioles 

$1,000 


u 
u 
u 
u 
u 
tt 
u 
u 
u 
u 
u 
u 
u 
u 
u 
a 


1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 

iiooo 

1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 


Value  of 

Non-restricted 

Artioles 

$2,000 
2,000 


Inffuranoe 

with  80% 

Liability  of 

Co-insuranoe 

Company 

$1,000 

$250 

It 

750 

tt 

1,000 

tt 

1,000 

2,000 

500 

If 

1,000 

II 

1,500 

tt 

2,000 

Insurance 

vnth  80% 

liabUity  of 

Co-insurance 

Company 

500 
1,000 
1,500 
2,000 
2,500 
3,000 
3,000 

566 
1,000 
1,500 
2,000 
2,500 
3,000 
3,500 


$2,000 
tt 

3,000 
II 

u 
u 
tt 
u 
u 


4,000 
« 

u 
tt 
tt 
« 
tt 
a 


$2,000 
2,000 
750 
1,250 
1,760 
2.250 
2,750 
3,000 
3,000 
3,000 
1,000 
1,500 
2,000 
2,500 
3,000 
3,500 
4,000 
4,000 
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Statistics 
The  principal  purpose  of  the  aasociatiou  appears  to  be  the  com- 
pilation of  statistics  from  which  a  system  of  adequate  rates  can 
be  evolved.  On  January  5,  1912,  the  association,  by  reason  of 
differences,  decided  to  disband,  but  the  members  agreed  to  main- 
tain the  statistical  bureau,  and  the  following  agreement  was  signed 
by  eighteen  companies: 

Januabt  b,  1912. 
"  The  underaigned  companies  hereby  agree  to  subscribe  to  the  Burglary 
Insurance  Statistical  Bureau  and  furnish  the  Btatistical  information  required 
bj  the  Bureau  and  pay  a  share  of  the  expenses  of  its  maintenance  with  tbe 
understanding  that  the  companies  whose  representatives  Ngn  this  agreement 
will  receive  the  full  benefits  from  the  Bureau  in  return  for  auch  subacriptioo. 
It  is  agread  that  tbe  expenses  for  maintaining  this  Bureau  shall  be  assessed 
on  a  pro-rata  basis  according  to  the  amount  of  the  net  premiums  received  b; 
each  company  from  all  branches  of  the  burglary  business  during  the  preceding 
jear,  as  compared  with  the  total  amount  of  auch  premiuma  receivea  by  all 
companies  subscribing  to  this  Bureau;  and  it  is  further  agreed  that  the 
minimum  amount  to  be  paid  by  each  company  during  one  year  shall  not  be 
lesB  than  tlOO." 

The  Bureau  was  established  August,  1910.  This  Bureau  prints 
and  issues  manuals  or  rate  books  for  all  members  (at  cost),  and 
furnishes  these  manuals  to  non-members  (at  cost)  if  requested. 

The  companies  in  the  association  are  expected  to  furnish  the 
Bureau  with  an  immediate  record  of  all  notices  of  loss,  including 
an  estimate  of  the  loss,  on  a  form  card,  and  this  information  is 
within  twenty-four  hours  sent  to  all  members  of  the  association. 
The  Bureau  has  sheets  which  are  kept  in  loose  leaf  binders,  upon 
which  the  information  from  the  notice  of  loss  card  is  entered. 
This  is  arranged  by  States  and  by  classification  of  insurance. 
Upon  final  adjustment  or  payment  of  a  loss  by  a  company,  it  is 
expected  that  another  card  be  sent  to  the  Bureau  notifying  it  of 
auch  settlement.  This  is  not  done,  however,  by  all  companies,  and 
failure  to  do  so  deprives  the  results  of  considerable  value;  for 
example,  in  Massachusetts,  out  of  nearly  2,000  Residence  theft 
losses,  not  more  than  fifty  settlements  have  been  recorded.  It  la 
the  expressed  intention  of  the  Bureau  to  list  all  open  losses  and  to 
request  the  companies  to  state  what  disposition  has  been  made  of 
each  case. 
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Financial 

The  asBets  of  the  association  on  September  3,  1913,  were: 

Caali  in  Bank $  1,026  52 

Cash  in  Office 200  00 


$1,226  52 


The  receipts  and  disbursements  from  May  3,  1913,  the  date  of 
the  last  annual  meeting  of  the  association,  to  September  3,  1913, 
were  as  follows : 

Assessments $2,439  60      Drafting  New  Forms $100  00 

Dues 1,050  00       Subscriptions 10  00 

Manuals. 52  30      Furniture  and  Fixtures. . .  98  60 

Salaries 1,586  27 

Printing   and   Stationery.  513  66 

Rent 320  00 

Miscellaneous. 220  77 


Balance  May  3 


$3,541  90 

532  92       Balance  Sept.  3 


$4,074  82 


$2,848  30 
1,226  62 

$4,074  82 


Conclusions 
The  underlying  impulse  in  the  formation  of  the  Bubolary  In- 
surance Underwriters  Association^  as  in  the  case  of  other 
similar  organizations,  was  the  benefit  of  its  members.  The  ex- 
pressed objects  of  the  association  are  to  promote  good  will  and 
co-operation  generally  between  companies  and  to  give  eflfect  to 
measures  adopted  for  the  protection  of  the  companies.  The  con- 
stitution contains  no  reference  to  any  agreement  to  maintain  rates, 
but  the  by-laws,  nevertheless,  contain  provisions  for  imposing  pen- 
alties for  violation  of  rates  or  rules  by  a  member.  The  principle 
of  reciprocal  obligation  to  the  public  in  the  matter  of  rendering 
service  to  the  public  or  fixing  reasonable  rates  in  return  for  the 
privilege  of  continuing  to  maintain  rates  does  not  appear  to  have 
made  appreciable  progress.  The  statistical  table,  giving  the  loss 
experience  for  ten  years  in  all  lines  of  burglary  insurance,  shows 
that  the  premium  income  bears  an  unduly  high  ratio  to  the  losses 
paid.     As  large  aggregations  of  capital  have  generally  been  able  to 

38 
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safeguard  their  own  interests,  the  inevitable  conclusion  must  be 
reached,  in  the  absence  of  reliable  statistical  information  to  the 
contrary,  that  the  excessive  rates,  indicated  in  the  table,  were  not 
obtained  from  the  banking  associations,  but  from  the  unorganized 
and  numerous  class  of  policyholders  taking  out  residence  and  mer- 
cantile insurance.  There  are  a  number  of  rules  limiting  coinmia- 
sions  to  agents  and  brokers,  but  the  association  does  not  appear  to 
have  exerted  sufficient  influence  in  the  limitation  of  expenses  to 
effect  reduction  in  rates  to  the  insured.  The  association  has  no  in- 
spection bureau,  the  inspection  of  insured  premises  being  left  to 
the  companies  on  the  risks.  The  association  has  issued  no  instruc- 
tions or  rules  for  guidance  in  this  most  important  function,  and 
the  company  inspector  is  left  to  his  own  resources  in  recommend- 
ing what  he  may  consider  proper  precautionary  measures  to  make 
the  insured  premises  reasonably  secure.  Neglect  or  ignorance  in 
this  work  may  result  on  the  one  hand  in  what  might  have  been  a 
preventable  loss,  and  on  the  other  hand  in  an  unnecessary  loss  to 
the  insured,  because  of  the  attempted  or  successful  rejection  of  the 
claim  by  the  insurance  company  on  the  grounds  that  the  manner 
of  illegal  entry  failed  to  bring  the  loss  squarely  within  the  pro- 
visions of  the  policy.  The  association  is  also  lacking  in  united 
effort  to  recover  salvage.  Next  to  "  Prevention,"  salvage  should 
bear  the  most  important  relationship  to  the  legitimate  cost  oi  .  an 
acting  burglary  insurance.  The  proposed  formation  of  a  central 
claims  bureau  would  seem  to  be,  for  the  purpose  of  salvage,  an 
intelligent  step  in  the  right  direction.  The  proposed  plan  of  the 
central  claims  bureau  would  incidentally  be  an  advanced  step  in 
efforts  to  protect  burglary  insurance  companies  against  the  moral 
hazard.  The  present  efforts  of  the  association  to  guard  against 
the  moral  hazard  are  principally  employed  in  hedging  the  policies 
with  restrictions  until  the  present  policy  form  for  insuring  mer- 
cantile stock,  for  example,  has  a  tendency  to  defeat  its  primary 
purpose,  viz.,  the  protection  of  the  insured  against  burglarious 
loss.  In  sharp  contrast  to  the  narrow  Mercantile  Burglary  policy 
is  the  extremely  liberal  Residence  Burglary  and  Theft  policy. 
The  adoption  of  a  co-insurance  clause,  elimination  of  guest  cover- 
age and  restriction  in  the  vacancy  clause  are  equitable  modifica- 
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tions  of  this  form.  A  moditication  of  the  theft  feature  may  still 
be  suggested,  particularly  with  a  view  of  eliminating  claims  for 
loss  due  to  the  "  mysterious  disappearance  "  of  articles.  The  as- 
sociation has  for  a  considerable  time  maintained  a  statistical 
bureau,  and  is  making  a  commendable  effort  to  gather  and  tabu- 
late the  experience  of  its  members. 

While  the  competition  from  non-association  companies  has  in 
some  localities  influenced  the  association  action  as  to  rates  and 
rules,  the  association  is,  notwithstanding,  remarkably  free  from 
individual  discriminations  or  favoritism. 


XEW  YORK  FIRE  INSURANCE  EXCHANGE 

New  York  City 

Examined  as  to  methods  and  manner  of  operation  covering 
period,  1899-1912,  inclusive. 
Report  dated  July  21,  1913. 
Examiner:     Samuel  Deuischberger. 

Predecessors  of  the  Exchange 

The  beginnings  of  fire  rating  associations  in  New  York  City 
have  been  traced  back  to  the  year  1819  when  the  first  organiza- 
tion, known  as  the  "  Salamander  Society,"  was  formed.  This 
society  remained  in  existence  until  1826,  when  it  was  supplanted 
by  "  The  New  York  Association,  of  Fire  Insurance  Companies." 
This  organization  disbanded  in  1857.  In  1858  a  new  organiza- 
tion, named  the  "  New  York  Board  of  Fire  Insurance  Com- 
panies," appeared  upon  the  scene.  This  orfi:anization  was  in- 
corporated in  1868  under  the  name  "  New  Y'^ork  Board  of  Fire 
Underwriters"  and  is  in  active  existence  today.  In  1877  this 
body  found  it  inexpedient  to  longer  attempt  to  control  rates  and 
commissions  and  these  functions  were  accordingly  relinquished, 
and  the  body  now  limits  its  functions  to  certain  activities  closely 
allied  to  the  process  of  rate  making.  It  was  deemed  advisable  to 
organize  a  distinct  body  for  the  fixing  of  rates  and  the  regulating 
of  commissions.     Between  the  years  1877  and  1891  eight  such 
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Exchange  Agreement 

When  the  organization  of  the  New  York  Fire  Insurance  Ex- 
change was  effected  the  subscribing  memlbers  entered  into  an 
agreement,  and  the  objedts  of  the  association  are  stated  in  section 
1  of  this  agreement,  which  reads  as  follows : 

Whereas^  the  association  of  underwriters  for  mutual  counsel  and  compari- 
son of  experience  is  necessary  for  the  determination  of  adequate  and  just  rates 
of  premium,  the  economical  conduct  of  the  business,  the  prompt  and  equi- 
table adjustment  of  losses,  the  ascertainment  of  proper  and  safe  methods  of 
construction  of  buildings,  and  the  prevention  and  extinction  of  fires. 

The  members  agree  to  submit  any  doubtful  questions  as  to 
rates,  rules,  commissions  or  brokerage  to  a  committee  on  arbitra- 
tion or  grievances  and  to  abide  by  its  decision,  subject  to  appeal 
to  the  Exchange. 

The  agreement  provides  that  the  Exchange  shall  be  composed 
of  officers  of  local  companies  and  managers  and  agents  of  out-of- 
town  companies  having  jurisdiction  over  the  metropolitan  dis- 
trict. No  person  who  is  an  officer  or  employee  of,  or  ehares  an 
office  with  a  company  not  a  member  of  the  Exchange,  is  eligible 
to  membership.  Mutual  companies  may  be  admitted  to  memlber- 
ship,  their  membership  being  conditioned  upon  their  issuing  cash 
policies  upon  stock  company  plan  only. 

The  agreement  further  provides  for  the  election  of  officers  and 
employees,  assessment  for  expenses,  appointment  of  committees, 
the  certifying  or  licensing  of  brokers,  the  fining  of  members  for 
violation  of  the  agreement,  the  paymenit  of  brokerage  or  com- 
mission, and  i/t  defines  the  area  of  operation. 

Any  member  may  vnthdraw  from  the  Exchange  on  giving 
thirty  days'  notice  to  the  president  of  the  Exchange,  and  at  the 
end  of  such  thirty  days  any  other  member  may  withdraw  at  the 
same  time,  provided  he  has  given  lat  least  five  days'  notioa 

The  area  of  operation  of  the  Exchange  is  the  so-called  metro- 
politan district,  which  is  described  as  the  borough  of  Manhattan, 
Bronx  borough  west  of  the  Bronx  river,  the  borough  of  Brooklyn, 
Long  Island  City  in  the  borough  of  Queens  and  the  American 
dock  stores  and  piers  on  Staten  Island  in  the  borough  of  Rich- 
mond. The  territory  of  the  city  of  greater  New  York  not  in- 
cluded in  the  above  limits  is  part  of  the  territory  of  the  Suburban 
Fire  Insurance  Exchange. 


non-fireproof,  and  alt  other  tenants  on  the  same  floor  with  the 
tenant  making  the  application,  if  the  building  is  rated  as  fire- 
proof. If,  therefore,  a  new  inspection  discloses  an  exposure 
hazard  which  did  not  exist  at  the  time  when  the  previous  inspeo- 
tioQ  was  made,  only  the  building  and  contents  under  considera- 
tion are  charged  for  it.  Surrounding  buildings,  even  though 
equally  or  more  seriously  exposed,  are  not  charged  for  the  ex- 
posure 90  disclosed  unless  a  request  for  a  new  rating  is  made. 
This  is  a  further  source  of  irr^ularities  in  rates. 

Upon  receipt  of  an  application  for  a  rating  the  last  survey 
made  of  the  risk  in  question  is  gotten  out.  If,  in  the  case  of  a 
risk  rated  on  the  manufacturing  schedule,  it  is  found  to  be  more 
than  two  years  old,  or  three  years  if  it  be  a  mercantile  risk,  a 
new  rate  will  not  be  promulgated  unless  a  new  survey  of  the 
entire  building  is  made.  If,  however,  the  survey  is  found  to  be 
within  these  time  limits,  an  inspection  will  be  made  for  the  pur- 
pose of  ascertaining  whether  the  particular  change  which  has 
been  given  as  a  reason  for  rerating  was  made. 

After  the  inspector  has  rendered  his  report  on  the  inspection 
or  has  made  a  new  survey,  as  the  case  may  be,  the  survey  is 
sent  to  the  rating  department.     This  department  is  divided  into 
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two  (Jiatinct  divisions,  one  of  which,  known  as  the  "mercantile 
department,''  concc  rns  itself  solely  with  the  rating  of  mercantile 
risks,  while  the  other,  the  '*  general  hazard  department "  rateb 
all  others  excepting  the  Kestricted  Sprinkler  Schedule  risks. 
After  the  rate  has  been  computed  notice  is  published  in  the  daily 
bulletin  of  the  Exchange  and  the  old  rate  card  is  taken  out  of  all 
rate  cabinets  and  replaced  by  a  new  one.  This  rate  card  shows 
the  street  location  of  the  building  and  the  rate  thereon,  the  names 
of  all  occupants  and  the  rate  applying  to  the  property  of  each. 
It  also  shows  the  survey  number,  the  map  number,  a  classifica- 
tion number,  the  date  when  the  rate  became  eifeotive  and  all  war- 
ranties required,  if  any.  No  rate  cards  are  carried  in  the  cabi- 
nets for  risks  rated  by  minimums  solely. 

Sprinklered  risks  rated  on  the  Restricted  Sprinkler  Schedule 
are  taken  care  of  by  the  automatic  sprinkler  department.  This 
department  also  grades  the  sprinkler  equipments  in  risks  not 
rated  on  this  schedule. 

The  brokerage  department  performs  all  the  work  incident  to 
the  certification  of  brokers  by  the  Exchange.  Applications  are 
passed  upon  prior  to  submission  to  the  Brokerage  Committee, 
inspections  are  made,  complaints  investigated  and  all  correspond- 
ence relating  to  brokers'  matters  is  conducted  by  this  department. 
A  filing  system  is  maintained  which  shows  a  record  of  all  cor- 
respondence, etc.,  with  every  broker  who  ever  had,  or  now  has, 
a  certificate  from  the  Exchange. 

A  counter  is  maintained  where  brokers  or  assured  may  receive 
information  regarding  risks  in  which  they  are  interested. 

If  the  broker  considers  the  rating  on  a  risk  improper,  he  has 
an  opportunity  to  consult  one  of  the  heads  of  the  rating  depart- 
ments. Tf  he  fails  to  receive  satisfaction  from  the  head  of  the 
rating  department,  he  can  appeal  to  the  manager  or  the  rate  com- 
mittee. 

FlSCAT. 

The  expenses  of  the  Exchange  are  met  principally  by  assess- 
ments levied  upon  its  membership.  Assessments  are  based  upon 
the  annual  premium  income  as  reported  by  the  companies  for 
the  fiscal  period  ending  June  80th  of  each  year.  They  are  made 
semi-annually,  the  exact  dates  varying  according  to  the  needs  of 


rates  to  be  charged  for  riska  or  classes  o£  risks  in  the  territory  of 
the  Exchani^  was  described  by  the  manager  to  be  — 
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To  provide  such  a  premium  income  from  the  aggregate  of  fire  underwriting 
operations  in  the  Metropolitan  District  as  will  in  average  years  be  sufficient 
to  pay  the  losses  incurred  in  that  district,  plus  the  specific  expense,  and  a 
pro  rata  share  of  the  general  expense  of  doing  business,  and  yet  leave  margin 
enough  both  to  pay  a  fair  profit  on  the  capital  and  surplus  invested  and  to 
provide  for  the  accumulation  of  a  reserve  against  extraordinary  or  conflagra- 
tion losses  not  occurring  in  average  years,  and  not  to  be  treated  as  exclusively 
a  Metropolitan  District  Contingency. 

It  is  estimated  that  there  are  over  300,000  buildings  in  the 
territory  of  the  Exchange.  These  buildings  and  their  contents 
are  rated  either  by  minimum  class  rates  or  by  schedule  and  in 
some  instances  by  special  flat  rates. 

All  rates  fixed  or  promulgated  by  the  New  York  Fire  Insur 
ance  Exchange  are  based  on  the  80  per  cent,  co-insurance  clause. 
When  the  100  per  cent,  clause  is  attached  a  10  per  cent,  allow- 
ance from  the  printed  or  minimum  rate  is  allowed  at  the  counter. 
The  80  per  cent,  co-insurance  clause  may  be  waived  on  household 
furniture  if  the  value  does  not  exceed  $2,500. 

Minimum  Rated  Risks 

Of  the  three  hundred  thousand  and  odd  buildings  in  the  terri- 
tory of  the  Exchange,  over  250,000  of  them,  with  their  contents, 
are  in  the  minimum  rated  classes.  These  buildings  are  subject  to 
a  minimum  class  rate  based  principally  upon  the  character  of  the 
occupancy.  These  minimum  rated  risks  consist  mainly  of  dwell- 
ings, stores-and-dwellings,  churches,  schoolhouses  and  private 
stables,  although  there  are  numerous  other  classes  which  may  be 
written  by  the  Exchange  members  at  the  minimum  rates  as  pub- 
lished by  the  Exchange  in  its  hand-book.     Following  are  the 

minimum  annual  rates  for  dwellings  and  household  furniture. 

* 

All  of  these  risks  may  be  insured  for  three  years  at  two  and  one- 
half  times  the  annual  rate. 

Household 
Building  furniture 
Dwellings  occupied  by  not  more  than  two  families  —  brick  .10  .Iff 

Dwellings  occupied  by  not  more  than  two  families  —  frame  .16  .20 

Dwellings   (flat  houses)  —  brick .15  .20 

Dwellings   (flat  houses)  —  frame    .20  .24 

Dwellings,  stores  on  grade  floors  —  brick .20  .24 

Dwellings,  stores  on  grade  floors  —  frame .40  .40 

Private  stables  —  brick 20  .26 

Private  stablos  —  frame -  32  .32 
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the  matter  of  schedule  rating.  A  comiiiiltee  of  four  underwriters, 
of  which  h\  C  Moore  was  chairman,  was  api>ointed  in  181)  1,  and 
tlie  scliedule  was  evolved  afic:r  deliberations  extending  over  a 
period  of  almost  two  vears,  and  after  conferences  and  corre- 
spondence  with  underwriters  in  all  parts  of  the  country.  The 
I  niversal  Mercantile  schedule  represc»nted  the  tirst  systematic 
attempts  to  bring  about  uniformity  in  schedule  rating  and  place 
such  rating  upon  sound  and  defensible  principles.  It  should 
be  stated,  however,  that  not  much  progress  has  been  made  along 
these  lines.  The  Universal  Mercantile  schedule  is  not  imiver- 
sally  applied  as  was  apparently  originally  intended,  its  use  in 
modified  form  being  generally  confined  to  the  larger  cities  in  the 
New  England  anci  Middle  States,  and  then  only  to  certain  classes 
of  risks,  numerous  other  schedules  built  upon  different  plans 
being  employed  upon  various  other  classes  of  risks. 

There  are  many  schedules  in  use,  but  none  of  them  as  elabo- 
rate as  the  mercantile  schedule.  Following  is  the  ordinary  pro- 
cedure when  a  new^  schedule  is  to  be  prepared  for  and  applied  to 
a  class  of  risks.  A  considerable  number  of  representative  risks 
of  the  class  or  classes  to  be  dealt  wuth  are  selected  and  full  sur- 
veys thereof  made.  A  tentative  schedule,  very  probably  compiled 
or  modified  or  combined  from  some  other  schedule  or  schedules 
already  in  use  for  rating  somewhat  similar  classes,  is  then  pre- 
pared and  applied  to  all  the  surveyed  risks.  A  study  of  the 
resulting  rates  is  made  to  ascertain  whether  any  considerable 
change  is  made  in  the  existing  rates  on  any  group  of  these  risks, 
as  computed  under  the  old  schedules  already  in  use,  and  whether 
such  changes  are  in  the  direc^tion  of  a  general  increase  or  do- 
crease  such  as  it  has  been  agreed  the  rerating  ought  to  show;  or 
if  the  average  of  existing  rates  is  believed  to  be  approximately 
correct  but  the  differences  between  individual  rates  irregular  or 
erratic,  the  new  schedule  is  examined  and,  if  necessary,  modified 
so  as  to  produce  on  the  class  and  on  as  large  a  number  of  indi- 
vidual risks  as  possible  the  relative  results  aimed  at. 

ScHKDi  LE  Rated  Risks 

There  are  approximately  50,000  buildings  and  contents  specifi- 
cally rated  by  the  Exchange  under  schedules.  The  follow^ing 
schedules  are  used  for  the  various  classes  of  risks: 
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The  Exchamge  {or  Universal)  Mercantile  Schedule: 

(Fireproof  and  non-fireproof.)  These  schedules  are  applied 
to  risks  occupied  throughout  for  business  purposes,  such  as  the 
buying  and  selling  of  goods,  or  light  manufacturing,  such  as 
clothing  manufacturing. 

2'he  Manufacturing  Schedule: 

This  schedule  is  applied  to  heavy  manufacturing  hazards. 
Heavy  printing,  wood-working  and  metal-working  establishments 
are  rated  on  this  schedule.  Clothing  manufacturing  concerns  in 
Brooklyn  and  outlying  sections  and  all  frame  ricks  having  light 
manufacturing  occupancy  are  also  rated  on  this  schedule. 

The  Oreen  Schedule: 

This  schedule  is  applied  to  non-fireproof  dwellings,  apartments, 
hospitals,  asylums,  clubs,  schools  and  store-and-dwellings  which 
are  over  the  minimum  height  and  area,  and  to  buildings,  two  or 
three  floors  of  which  are  devoted  to  dwelling  occupancy  and  the 
first  and  second  floors  of  which  are  used  for  very  light  manufac- 
turing purposes. 

The  Merchandise  Scliedule   {General  Schedule): 

This  schedule  is  used  for  rating  stores-and-dwellings  which  are 
under  the  limit  of  height  and  area,  but  which  are  taken  out  of 
the  minimum  rated  class  on  account  of  the  grade  floor  occupancy. 
It  is  also  used  for  rating  livery  stables  and  garages. 

The  Restricted  Sprinkler  Schedule: 

This  schedule  is  used  for  rating  risks  protected  by  high-grade 
automatic  sprinkler  equipments  not  seriously  exposed. 

In  addition  to  these,  17  special  schedules  are  used  for  special 
classes  —  breweries,  car  barns,  car  repair  shops,  hotels  (fire- 
proof), hotels  (non-fireproof),  ferry  houses,  furnished  room 
houses,  lodging  houses,  electric  light  and  power  stations  (fire- 
proof), electric  light  and  power  stations  (non-fireproof),  chemi- 
cal works,  sugar  refineries,  theatres,  furniture  storage  warehouses 
(fireproof),  meat  products,  piers  and  churches. 

Approximately  one-fifth  the  entire  number  of  schedule-rated 
risks  in  Exohaiigo  area  are  rated  number  mercantile  schedule. 
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The  essential  features  of  the  mei\»iitile  schedule  are  — 

1.  A  city  key  rate. 

2.  Building  construction  standards. 

3.  Hazards  of  occupancy. 

4.  Exposure  hazards. 

5.  Basis  for  stock. 

The  building  rate  is  made  up  of  charges  and  credits  from 
items  1,  2,  3  and  4,  and  the  contents  rate  is  made  up  from  the 
same  items  plus  the  stock  basis,  items  2  and  4  being  slightly 
modified  when  applied  to  the  contents  rate. 

The  city  key  rate  is  based  upon  the  city's  fire  department, 
water  works  and  water  supply,  building  laws,  width  and  accessi- 
bility of  streets,  etc. 

The  standard  building  is  a  building  of  limited  height  and  area 
having  brick  or  stone  walls  of  certain  thickness,  elevators  and 
stairways  properly  cut  off,  heated  by  steam,  lighted  by  gas  and 
other  features  of  construction  in  accordance  with  rules  or 
standard  specifications.  Deficiencies  or  deviations  from  these 
standards  are  charged  for  and  exceptionally  good  features  better 
than  standard  are  recognized  by  an  allowance. 

The  hazards  of  occupancy  are  charged  for  according  to  the 
ignitibility  or  combustibility  features  of  the  occupancy,  it  being 
recognized  that  the  susceptibility  of  stock  to  damage  from  fire, 
smoke  or  water,  is  not  a  hazard  to  the  building. 

The  exposure  hazard  consists  of  the  danger  of  damage  from 
neighboring  risks.  The  exposure  charges  are  based  upon  the 
rates  of  the  exposed  and  the  exposing  risks,  and  are  calculated  in 
accordance  with  a- complicated  table,  which  takes  into  considera- 
tion the  distances  between  the  exposed  and  exposing  risks,  height 
of  risks,  length  of  exposed  and  exposing  sides,  and  sundry  other 
features.  The  exposure  charge  to  the  contents  is  quite  generally 
higher  than  the  exposure  charge  to  the  building. 

The  stock  basis  is  a  charge  to  stock  contents  based  upon  its 
susceptibility  to  damage.  This  charge  is  added  to  the  building 
rate  in  order  to  obtain  the  rate  for  contents. 

A  percentage  deduction  is  made  from  the  final  rates  arrived 
at  by  the  mernantile  schedule  for  the  80  per  cent,  co-insurance 
clause. 
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The  non-^fireproof  manufacturing  schedule  differs  materiallj 
from  the  mercantile  schedule  in  arriving  at  the  contents  and 
building  rates.  This  schedule  starts  with  a  base  rate  charge 
for  occupancy.  To  this  base  rate  are  added  charges  for  the 
deficiencies  in  the  construction  of  the  building,  the  lack  of  fire 
fighting  appliances,  the  presence  of  extra  hazardous  material  and 
the  probability  of  extra  hazardous  processes;  exposure  hazards 
are  also  considered,  the  total  thus  obtained  being  the  rate  for 
contents.  The  building  rate  is  figured  from  this  contents  rate, 
being  either  60  per  cent,  or  70  per  cent,  according  to  the  hazard 
of  the  occupancy.  Both  the  contents  and  the  building  rates  are 
subject  to  further  charges,  such  as  district  advances  or  multiple 
occupancy  charges.  No  reduction  is  allowed  from  the  final  rates 
produced  by  this  schedule  for  the  80  per  cent  co-insurance  clause. 

In  some  schedules,  the  brewery  schedule  for  example,  the 
method  of  arriving  at  the  contents  and  building  rates  differs 
from  both  of  the  above.  On  brewery  risks  the  building  rate 
starts  with  a  base  rate  to  which  are  added  certain  charges  for 
deficiencies  in  the  construction  of  the  buildings.  The  contents 
rate  is  figured  separately  from  the  building  rate,  the  base  rate 
being  somewhat  higher  than  the  building  base  rate.  To  the  base 
rate  for  contents  are  added  the  charges  for  deficiencies  in  the 
building  construction,  these  charges  being  in  some  cases  the  same 
and  in  others  higher  than  the  charges  added  to  the  building  base 
rate  for  similar  deficiencies.  All  of  the  schedules  in  use,  except 
the  restricted  sprinkler  schedule,  seem  to  embody  the  principles 
of  one  or  the  other  of  the  above  described  schedules. 

In  the  mercantile  schedule,  the  damageability,  ignitibility  and 
combustibility  features  of  the  occupancy  are  recognized  in  the 
rating  of  the  building.  In  other  schedules  these  features  are  only 
partially  recognized  or  entirely  ignored. 

Schedule  rating  is  theoretically  a  scientific  process.  In  prac- 
tice it  is  scientific  to  this  extent  —  expert  engineers  and  under- 
writers establish  standards  of  construction,  equipment  and 
management  based  upon  experience  or  knowledge;  these  standards 
enable  trained  inspectors  or  surveyors  to  inspect  and  intelligently 
report  upon  risks.  Here  the  scientific  process  seems  to  end,  per- 
haps unavoidably  so.     The  attempt  to  place  a  value  upon  the 
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items  which  are  used  to  building  up  the  schedule  is  neither 
scientific  nor  essentially  equitable.  The  lack  of  scientific  ap- 
pliea'tion  to  the  valuation  of  the  individual  items  of  the  schedule 
is  due  to  the  impracticability  of  even  approximately  ascertaining 
the  share  which  each  condition  contributes  toward  the  general 
results.  It  may,  however,  be  accepted  as  a  fact  that  the  charges 
designed  for  each  schedule  are  suflS^ciently  high  or  sufficiently 
numerous  to  produce  results  in  the  aggregate  satisfactory  and 
profitable  to  underwriters.  Failure  of  a  schedule  to  produce  re- 
sults satisfactory  to  a  comparatively  insignificant  number  of 
underwriters  may  be  made  the  occasion  for  an  agitation  to  mfike 
changes  in  it.  The  making  of  a  charge  for  a  non-standard  con- 
dition serves  to  call  the  attention  of  the  insured  to  the  fact  that 
he  is  being  penalized  for  that  condition.  If  the  insured  incurs 
the  expense  of  improving  the  condition  in  accordance  with  the 
established  standard,  he  receives  a  reduction  in  rate.  There  is, 
of  course,  no  pretense  that  such  rate  reductions  are  scientific  to 
any  greater  extent  than  was  the  original  schedule  charge.  It, 
therefore,  may  happen  that  underwriters  may  obtain  the  impres- 
sion that  in  certain  classes  the  reduction  in  losses  did  not  keep 
pace  with  the  reduction  in  rates,  or  that  the  rates  as  reduced  by 
improvements  are  lower  than  in  the  judgment  of  the  under- 
writers they  should  be.  To  overcome  these  conditions  or  similar 
conditions  brought  about  in  other  ways,  the  rates  may  be  in- 
creased by  advancing  base  rates,  by  a  flat  or  percentage  addition 
to  the  schedule,  by  the  insertion  of  new  items  in  the  schedule 
charging  for  conditions  previously  waived  or  ignored,  by  in- 
creasing old  schedule  items  or  by  substituting  an  entirely  dif- 
ferent schedule.  As  recent  examples  of  the  above  may  be  cited 
the  garment  manufacturers'  advances,  the  omnibus  tenant  charge, 
the  advance  in  the  contract  tailors'  occupancy  charge  and  the 
rating  of  fireproof  manufacturing  risks  with  unprotected  iron- 
work on  a  non-fireproof  schedule.  The  application  of  the  green 
and  general  schedules  to  the  rating  of  certain  risks  which  are 
generally  minimum  rated  may  be  included  in  the  list  of  illustra- 
tions. This  last  may  be  further  explained  by  stating  that,  for 
example,  a  non-fireproof  store  and  dwelling  risk  would  ordinarily 
receive  a  minimum  rate  of  20  cents  per  annum.     If  the  risk 
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speciiioations  for  the  installation  of  a  standard  equipment  and 
place  at  the  service  of  their  prospective  client  the  best  fire  pre- 
vention engineering  talent  obtainabla  In  choosing  their  business 
they  avoid  risks  subject  to  a  heavy  exposure  or  conflagration 
hazard. 

Agitation  among  the  membership  of  the  Exchange  was  com- 
menced very  early  in  its  career  toward  devising  ways  and  means 
of  effectually  meeting  the  competition  of  the  factory  mutuals  and 
thus  to  avoid  the'  loss  of  much  desirable  business  by  the  stock 
companies. 

On  March  15,  1901,  the  following  action  was  taken:  "Re- 
solved, that  no  rate  on  a  so^jalled  competitive  basis  disregarding 
schedules  or  other  rules  of  the  Exchange  shall  be  made  or  promul- 
gated unless  approved  by  a  90  per  cent,  vote  of  the  members  pres- 
ent and  voting  at  a  regular  meeting  or  a  meeting  specially  called.'' 
Individual  action  on  each  threatened  risk  seems  to  have  been  un- 
satisfactory, however,  for  a  special  committee  was  appointed  in 
April,  190*5,  to  consider  the  entire  subject  and  to  make  recom- 
mendations to  the  Exchange.  This  committee  recommended  the 
creation  of  a  sprinklered  risk  committee,  sucli  committee  to  have 
jurisdiction  only  over  sprinklered  risks  actually  threatened  by 
mutual  competition  and  those  already  insured  in  mutuals.  It  was 
to  have  the  sole  power  of  fixing  rates  on  risks  coming  within  its 
jurisdiction.  No  definite  action  was  taken  upon  the  report  of  the 
committee,  but  it  was  referred  back  for  further  consideration. 
An  amended  report  was  submitted  by  the  committee  in  January, 
1904,  which  was  again  referred  to  the  rate  committee  about  a 
vear  later. 

The  rate  committee  rendered  another  report  in  June,  1905.  It 
did  not  recommend  the  adoption  of  the  special  committee's  report 
owing  to  the  fact  that  a  part  of  the  Exchange  membership  was 
opposed  to  placing  the  power  to  name  "  flat  competitive  rates  in 
any  hands  other  than  those  of  the  entire  Exchange."  The  com- 
mittee found  that  no  schedule  then  in  upe  could  produce  rates  low 
enough  to  hold  sprinklered  business  against  mutual  competition, 
the  base  rates  being  too  high.  It  voiced  the  opinion  that  "  these 
varying  bases  are  not  necessary  in  rating  sprinklered  risks  because 
positive  sprinklered  protection  tends  to  equalize  the  quality  of  the 
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As  soon  as  the  new  schedule  had  been  adopted  requests  for  the 
services  of  the  automatic  sprinkler  department  came  from  many 
sides.  It  became  necessary  to  pick  the  risks  which  were  to  re- 
ceive first  attention;  those  still  insured  in  the  stock  companies 
but  threatened  by  mutual  competition  were  chosen  for  the  new 
rating  first,  while  those  already  in  the  mutuals  received  con- 
sideration only  after  the  first  class  had  been  attended  to.  By 
September,  1905,  the  reinspoction  of  sprinklered  risks  under  the 
new  schedules  was  completed  and  the  new  ratings  went  into 
effect. 

That  the  rates  produced  by  the  restricted  sprinkler  schedule 
were  sufficiently  low  to  hold  the  business  is  attested  by  the  fact 
that  at  the  present  time  there  are  no  more  than  60  risks  within 
the  territory  of  the  Exchange  that  are  insured  by  factory  mutuals. 
There  has  been  a  steady  increase  in  the  number  of  sprinkler 
eiiuipments,  the  records  showing  that  there  are  now  951  graded 
equipments  under  the  control  of  the  department  and  about  50 
more  risks  wherein  the  work  of  installing  systems  has  been  com- 
menced. The  recent  rapid  increase  in  sprinkler  installations  and 
that  expected  in  the  immediate  future  is  largely  due  to  recent 
legislation  making  the  installation  of  sprinklers  compulsory  in 
certain  classes  of  risks. 

The  work  of  the  automatic  sprinkler  department  is  not  limited 
to  the  inspection  of  sprinklered  risks,  their  grading  and  the  ap- 
plication of  the  restricted  sprinkler  schedule  to  a  certain  portion 
of  these.  It  includes  the  preparation  of  requirements  for  the 
protection  of  risks,  approval  of  new  equipments,  the  inspection 
of  plans  showing  proposed  equipments,  and  of  the  materials  to  be 
used,  and  tests  of  sprinkler  heads,  pumps  and  pipes.  It  also 
makes  analyses  of  water  and  air  in  sprinkler  systems  and  investi- 
gates all  fires  occurring  in  sprinklered  risks.  The  expert  advice 
of  the  department's  engineers  is  sought  by  the  insured,  as  well 
as  by  architects,  builders,  and  sprinkler  companies.  There  is 
no  charge  for  any  service  by  this  department.  The  automatic 
sprinkler  department  also  passes  upon  appliances  not  approved  by 
the  Chicago  Laboratories  and  sometimes  grants  its  approval  for 
their  use  in  Exchange  territory.  Risks  on  the  restricted  sprink- 
ler schedule  are  regularly  inspected  once  every  three  months  or 
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Protection  Association  and  the  New  Vork  Board  of  Fire  Under- 
writers. These  organizations  are  variously  engaged  in  testing 
devices  of  a  protective  or  hazardous  nature,  analyzing  effects  of 
fires  upon  different  material,  studying  the  causes  and  spread  of 
fires,  approving  fire-resistive  and  fire-preventive  appliances,  estab- 
lishing standards  tending  to  prevent  or  minimize  the  fire  hazards, 
and  formulating  rules  to  promote  uniformity. 

While  the  Exchange  adheres  quite  closely  to  the  standards  and 
rules  of  the  various  organizations,  it  is  permitted  sufficient  free- 
dom to  modify  the  standards  and  rules  and  to  approve  appliances 
as  local  exigencies  may  require. 

Of  the  numerous  allied  underwriters'  associations,  the  Ex- 
change is  most  intimately  connected  with  the  New  York  Board  of 
Fire  Underwriters.  Among  other  activities,  the  New  York  Board 
adopts  rules  and  standards  regarding  conditions  of  special  hazard 
such  as  electrical  installations,  construction  of  heating  apparatus, 
storage  of  combustibles,  etc.  The  Board  inspects  risks  with  special 
reference  to  these  hazards  and  the  Exchange  accepts  the  Board's 
reports  on  these  inspections  and  makes  them  the  basis  of  charges 
in  the  ratings  of  the  inspected  risks.  Charges  imposed  because 
of  inspection  reports  of  the  New  York  Board  are  removed  when 
the  New  York  Board  reinspects  the  risk  and  reports  that  the 
hazardous  conditions  are  in  accordance  with  the  approved  stand- 
ards. Until  the  New  York  Board  so  reports,  these  charges  are 
retained  by  the  Exchange,  notwithstanding  that  the  cause  of  the 
charge  may  have  been  removed  and  such  removal  confirmed  by 
an  Exchange  inspection.  The  Board  makes  its  general  inspections 
regarding  unsafe  conditions  without  charge  to  the  property 
owmer,  but  inspections  of  electrical  equipments,  and  until  recently 
inspections  of  storage  conditions  of  combustibles,  were  made  only 
upon  the  request  of  the  property  owner  and  upon  payment  of  an 
inspection  fee.  Failure  of  the  property  owner  to  request  an  in- 
spection of  the  storage  conditions  of  combustibles  and  failure  to 
receive  a  certificate  of  approval  from  the  New  York  Board  sub- 
jected the  property  owner  to  heavy  penalties  in  the  rating  of  his 
property.  This  practice  was  recently  abandoned  following  a  com- 
plaint by  a  garage  owner  to  the  insurance  department. 

The  Now  York  Board  at  one  time  inspected  and  approved  of 
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spriukler  equipments,  but  this  has  been  entirely  turned  uver  to  the 
Exchange,  a  special  department  for  this  purpose  having  been 
created  as  a  part  of  the  Exchange. 

In  referring  to  the  impoi-tant  work  of  the  Board,  mention 
should  be  made  of  the  rules  regarding  storage  warehouses.  Ware- 
house owners  agreeing  to  store  only  certain  stipulated  articles 
(non-hazardous  and  non-poisonous)  receive  special  recognition  by 
the  Exchange  in  the  matter  of  rating  building  and  contents. 

The  Board  also  takes  an  active  part  in  the  inspection  and  ap- 
proval of  automatic  and  auxiliary  fire  alarm  systems,  the  Ex- 
change granting  an  allowance  in  rating  for  such  systems  which 
have  the  approval  of  the  Board. 

The  approval  by  the  various  imderwriting  bodies  of  designated 
appliances  or  systems,  such  for  example  as  sprinkler  heads  and 
automatic  alarms,  has  apparently  facilitated  the  establishment  of 
monopolies,  the  owners  and  sellers  of  the  approved  appliances 
seemingly  combining  to  maintain  prices  at  certain  levels,  and  as 
is  the  case  with  manufacturers  of  approved  sprinkler  heads,  re- 
fusing to  sell  the  heads  unless  the  manufacturers  also  receive  the 
contracts  to  install  the  sprinkler  equipments.  Although  the  crea- 
tion of  this  monopoly  may  have  been  unintentional  on  the  part  of 
the  underwriting  bodies,  they  have  not  been  sufficiently  careful  to 
discourage  it  and  keep  within  reasonable  limits  the  cost  of  iuBtall- 
ing  and  maintaining  fire  prevention  equipments  and  appliances. 
In  such  matters,  however,  the  Exchange  is  only  one  of  the  units 
composing  a  ramified  system. 

Rules 

In  addition  to  the  rules  embodied  in  the  agreement,  the  Ex- 
change has  adopted,  by  E:xchange  or  committee  action  and  also 
through  manager's  rulings  and  office  practices,  numerous  rules 
covering  not  only  rates,  but  agencies,  commissions,  policy  forms 
and  clauses,  privileges  and  warranties.  The  great  bulk  of  these 
nre  published  in  the  hand  book  issued  by  the  Exchange  and  their 
primary  object  is  to  insure  uniformitv^  of  action  on  the  part  of 
Exchange  members  and  thereby  avoid  competition  in  the  im- 
portant matter  of  forms  and  privileges,  as  well  as  in  rates.  There 
are  also  hundreds  of  rules  in  force  governing  the  office  practices 
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or  growing  out  of  the  office  practices  which  amplify  or  modify 
the  general  rules  relative  to  the  application  of  the  rating  schedulea 
and  every  rate  promulgated  is  in  some  manner  affected  by  these 
rules.  Many  of  these  rules  (and  some  of  them  might  more  ac- 
curately be  termed  exceptions)  were  adopted  to  correct  incon- 
sistencies or  unfairness  produced  by  the  general  rules;  some  of 
them  were  adopted  as  a  matter  of  expediency,  and  some  of  them 
were  handed  down  from  previous  rating  organizations.  Occasion- 
ally a  rule  would  be  devised  for  the  purpose  of  effecting  a  change 
in  an  individual  risk. 

No  one  person  is  familiar  with  all  of  these  rules,  and  until 
recently  there  has  been  no  systematic  attempt  to  collate  them. 
While  there  is  no  attempt  to  keep  these  rules  secret,  they  neverthe- 
less fail  to  receive  the  proper  degree  of  publicity.  It  is  now  the 
practice  to  print  the  rulings  when  adopted  in  the  bulletin  which 
is  published  daily  by  the  Exchange,  but  earlier  rules  still  in  force 
are  not  widely  known.  As  a  result,  brokers  are  quite  generally 
ignorant  of  rules,  a  knowledge  of  which  might  enable  them  to  be 
of  greater  service  to  their  clients.  Brokers  who,  either  through 
long  experience  or  otherwise,  have  acquired  possession  of  a  goodly 
number  of  these  rules,  prize  them  and  guard  them  as  something 
which  gives  them  a  material  advantage  over  their  less  fortunate 
competitors. 

There  are  also  many  minimum  base  rates  which  are  used  in 
the  general  hazards  department,  which  have  never  been  published. 
These  minimums,  as  well  as  the  unpublished  rules,  should  be 
properly  arranged  in  some  suitable  form  easily  accessible  to 
brokers  and  others  who  mav  be  interested  in  them. 

Exposure  Ciiaboe 

Prior  to  July,  1900,  it  appears  to  have  been  the  practice  of  the 
Exchange  to  treat  the  exposure  charge  as  a  judgment  charge; 
that  is,  the  rater  made  such  charge  as  his  judgment  seemed  to 
justify.  With  the  adoption  of  the  mercantile  schedule  in  July, 
1900,  by  the  Exchange,  risks  rated  under  the  mercantile  schedule 
were  charged  with  exposures  calculated  in  accordance  with  an  ex- 
posure table  which  formed  part  of  that  schedule.  This  table  at- 
tempts to  reduce  the  method  of  calculating  the  exposure  charge 
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oiiice  practices  employed  in  the  different  departments  of  the  Ex- 
change. 

Sprinklered  risks  receive  exposure  charges  in  accordance  with 
the  rules  or  practices  applicable  according  to  the  schedule  on 
which  they  are  rated.  That  is,  if  a  risk  is  rated  on  the  mercan- 
tile schedule,  the  rules  of  the  mercantile  schedule  department 
apply;  or  if  it  is  a  manufacturing  risk,  the  rules  of  the  general 
hazards  department  apply.  The  exposure  charge,  however,  is 
subject  to  an  allowance  proportional  to  the  grading  of  the  sprink- 
ler equipment.  Should,  however,  the  risk  be  rated  on  the  re- 
stricted sprinkler  schedule,  the  exposure  table  as  used  for  mer- 
cantile risks  is  applied.  In  this  case  it  is  considerably  modified 
by  providing  that  certain  classes  of  risks  shall  not  be  considered 
as  forming  exposures,  the  effect  being  to  considerably  lessen  the 
exposure  charge. 

The  above  states  in  brief  outline  the  broad  general  rules  of 
applying  the  exposure  charge  in  the  three  rating  departments  of 
the  Exchange.  There  appear  to  be,  however,  numerous  special 
rulings  and  office  practices  in  force  in  the  different  departments 
of  the  Exchange.  These  differ  from  the  general  rules  in  force 
in  those  deparlmentij,  and  often  niiiterially  modify  or  completely 
waive  the  application  of  the  exposure  charge  on  classes  of  risks 
or  even  in  cases  of  single  individual  risks.  A  full  record  of  these 
rulings  and  office  practices  does  not  seem  to  be  kept  in  accessible 
form,  as  it  required  efforts  extending  over  several  months  to  pro- 
duce even  a  fairly  complete  enumeration  of  these  rulings  and 
office  practices. 

The  ''  exposure "  rules  of  the  different  departments,  affected 
by  scores  or  possibly  hundreds  of  modifications,  result  in  a  great 
variation  in  the  exposure  charge  as  applied  to  risks  rated  on 
different  schedules,  and  in  fact  as  applied  to  risks  rated  on  the 
same  schedules,  but  belonging  to  different  classes.  As  an  example 
of  the  inconsistencies  produced  by  these  rules  may  be  cited  two 
sprinklered  risks  which  mutually  expose  each  other,  one  risk 
rated  on  the  restricted  sprinkler  schedule,  the  other  risk  rated  on 
the  mercantile  schedule.  Under  the  Exchange  rules  the  low 
rated  restricted  sprinkler  risk  does  not  receive  an  exposure  charge 
from  the  higher  rated  mercantile  schedule  risk,  but  the  mercantile 
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schedule  risk  receives  an  exposure  charge  from  the  lower  rated 
restricted  sprinkler  risk. 

Great  as  is  the  variation  in  the  methods  of  arriving  at  the  ex- 
posure charges  of  different  risks,  there  seems  to  be  as  great  a 
variation  in  the  relationship  of  the  exposure  charge  as  applied  to 
stock  or  contents  when  compared  with  the  exposure  charge  applied 
to  buildings. 

In  this  connection  attention  may  be  directed  to  the  injustice 
resulting  from  unfair  discriminations  between  classes  as  shown 
in  the  exposure  charge.  The  unfair  discriminations  may  be  caused 
by  the  differences  in  the  basis  rates  applied  to  different  classes, 
or  they  may  be  caused  by  the  application  of  different  schedule>s 
which  produce  rates  which  do  not  harmonize  with  one  another. 
For  example,  a  sculptor's  studio  would  furnish  a  basis  for  a  greater 
exposure  charge  than  would  a  gas  plant;  a  garment  manufaetorj- 
would  produce  a  larger  exposure  charge  than  a  sugar  refinery, 
and  a  private  printing  establishment  would  produce  a  larger 
exposure  charge  than  a  newspaper  printing  plant. 

A  specific  instance  of  injustice  in  th^  application  of  the  ex- 
posure charge  may  be  cited  in  the  old  "  sweatshop  "  ratings  and 
the  newer  "  contract  tailor "  ratings.  Formerly  buildings  which 
were  classed  as  "  sweatshops "  by  the  Exchange  were  rated  at 
$4  per  $100.  This  rate  was  intended  to  take  care  of  the  actual 
physical  hazards,  as  well  as  a  suspected  moral  hazard.  The  in- 
justice of  figuring  a  suspected  moral  hazard  excessively  penal- 
ized as  an  exposure  to  neighboring  risks  was  recognized  by  the 
Exchange,  and  only  half  the  "  sweatshop "  rate  was  taken  in 
figuring  the  exposure.  No  such  consideration  is  given  when 
figuring  the  exposure  charge  from  the  new  "contract  tailot" 
rates  which  were  recently  substituted  for  the  "  sweatshop  "  rate?, 
although  the  "  contract  tailor "  rates  were  loaded  with  excessive 
moral  hazard  charges. 

A  further  specific  illustration  of  the  injustice  and  crudities 
embodied  in  the  exposure  rule  may  be  shown  by  the  exposure 
charge  derived  from  garment  manufacturing  risks.  In  1911 
when  the  garment  manufacturing  risks  were  advanced,  the  base 
rate  for  manufacturers  of  men's  garments  was  advanced  from 
$1   to  $1.25,   and  the  base  rate  for  manufacturers  of  women's 
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garments  was  advanced  from  $1  to  $1.50.  These  advances  were 
believed  to  have  been  made  necessary  partially  because  of  an 
alleged  moral  hazard  and  partially  because  of  the  increased  losses 
due  to  unsatisfactory  returns  from  salvaged  stock.  The  differ- 
ence in  the  advance,  however,  was  not  based  upon  a  difference  in 
the  hazards,  but  because,  as  it  is  claimed,  experience  has  shown 
that  the  salvage  returns  from  the  stock  used  in  the  manufacture 
of  women's  gannents  would  be  proportionately  less  than  the  sal- 
vage returns  from  the  stock  used  in  the  manufacture  of  men's 
garments.  When  rated  on  other  than  the  mercantile  schedule, 
these  base  rates  affect  the  building  rate,  and  the  building  rate  in 
turn  affects  the  exposure  charge.  Therefore,  neighboring  risks 
find  themselves  taxed  with  a  higher  exposure  charge  because  of 
the  contents  of  the  exposing  building  are  likely  to  produce  poor 
salvage  returns.  A  similar  state  of  affairs  exists  to  some  extent 
in  the  exposure  charge  from  buildings  rated  on  other  than  the 
mercantile  schedule  and  which  take  their  charge  from  highly- 
rated,  susceptible  contents;  because  a  building  contains  stock 
which  is  peculiarly  susceptible  to  damage  from  smoke  and  water, 
the  neighboring  risks  are  apt  to  receive  higher  exposure  charges. 

Another  objectionable  feature  of  the  exposure  charge  is  the 
difficulty  the  insured  has  in  ascertaining  the  component  parts  of 
the  rates  which  serve  as  the  basis  of  his  exposure  charge. 
Hazardous  conditions  maintained  by  a  property  owner  affecting 
the  entire  neighborhood  would  be  more  speedily  removed  if  the 
knowledge  of  the  conditions  were  general,  more  especially  if  the 
dangerous  conditions  exist  in  violation  of  the  laws.  For  example, 
the  improper  storage  of  combustibles  or  explosives,  when  coming 
to  the  knowledge  of  the  Exchange,  result  in  increased  rates  in 
the  risks  of  the  offending  property  owners,  the  increased  rates, 
in  turn,  affecting  the  neighboring  risks  by  means  of  the  ex- 
posure charge.  The  reasons  for  the  advanced  rates  are  not  di- 
vulged by  the  Exchange  to  interested  and  affected  neighbors,  nor 
woiild  the  Exchange  consider  it  a  part  of  its  duties  to  co-operate 
with  the  fire  prevention  authorities  to  have  the  improper  condi- 
tions remedied. 

The  Exchange  exposure  table  has  remained  practically  un- 
changed during  the  thirteen  years  of  the  existence  of  the  Ex- 
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change.  The  use  of  the  table  during  that  period  has  been  steadily 
extended,  until  it  now  covers  almost  all  classes  of  risks  and  its 
application,  where  used,  has  in  recent  years  become  more  rigid. 
As  a  result,  the  exposure  charge  now  constitutes  a  more  important 
element  of  the  rates  fixed  by  the  Exchange  than  at  any  period 
of  its  existence.  And  this,  notwithstanding  that  the  exposure 
hazard  has  been  materially  lessened  bv  the  installation  of  the 
high-pressure  system,  and  an  increased  efficiency  of  the  fire  fitt- 
ing force  through  the  acquisition  of  more  powerful  engines,  fire- 
boats,  improved  fire  fighting  equipment,  numerous  applianoes  and 
additions  to  the  force.  Experience  has  shown  that  high  grade 
sprinkler  protection  tends  to  equalize  the  quality  of  occupancy 
hazard  to  one  level,  and  that  the  otherwise  serious  defects  become 
practically  negligible  as  a  result  of  such  protection.  Similarly,  the 
high  grade  public  protection  against  fire  has  a  tendency  to  equal- 
ize the  exposure  hazard  from  risks  of  varying  character,  althou^ 
underwriters  fail  to  recognize  it  in  the  rating. 

District  Chabges 

In  addition  to  the  various  advances  still  in  force  in  certain 
portions  of  Brooklyn,  originally  imposed  to  cover  an  additional 
hazard  created  by  a  deficient  water  supply,  the  Exchange  imposed 
other  district  charges  in  various  districts  of  its  territory.  The 
very  origin  of  some  of  these  charges  is  clouded  in  obscurity.  They 
were  referred  to  as  "  Traditional  '^  charges  and  the  Exchange 
could  offer  no  justification  for  continuing  to  impose  them. 

Among  these  charges  was  one  of  five  cents  added  to  all  specifi- 
cally rated  risks  located  in  the  following  three  districts : 

(a)  Manhattan  north  of  170th  street  and  Bronx  west  of  the 
Bronx  River. 

(b)  That  portion  of  Brooklyn  lying  north  of  a  line  beginning 
at  East  River  and  Broadway,  running  along  Broadway,  East  New 
York  avenue,  Hopkinson  street,  Newport  avenue,  New  Lots  ave- 
nue, thence  east  and  north  until  reaching  the  old  city  line  at 
Atlantic  avenue. 

(c)  That  portion  of  Brooklyn  within  a  line  beginning  at  Ham- 
ilton avenue  and  East  River  to  Third  avenue ;  20th  street,  Fifth 
avenue;  36th  street.  Seventh  avenue;  37th  street,  Ninth  avenue; 
59th  street  to  East  River. 
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These  charges  were  said  to  have  been  in  existence  long  before 
the  organization  of  the  Exchange,  and  when  the  Exchange  began 
operations  the  charge  was  included  in  the  ratings  .of  the  Exchange. 

On  January  19, 1909,  the  rate  committee  decided  to  recommend 
the  removal  of  the  above  charges  (b)  and  (c),  but  on  January  26, 
1909,  this  action  was  rescinded  because  it  was  reported  that  the 
municipal  fire  alarm  system  was  out  of  commission  for  a  con- 
siderable period  following  a  heavy  snow  storm.  These  charges, 
including  district  charge  (a),  were  finally  removed  by  action  of 
the  Exchange  on  February  11,  1913. 

In  Long  Island  City  the  Tariff  Association,  a  predecessor  of 
the  New  York  Fire  Insurance  Exchange,  fixed  a  district  charge 
of  twenty-five  cents  to  be  applied  to  all  specifically  rated  risks  lo- 
cated in  certain  portions  of  Long  Island  City  and  a  similar  dis- 
trict charge  of  fifteen  cents  to  be  applied  to  risks  located  in  the 
rest  of  Long  Island  City.  Special  minimum  rates  applied  to 
dwellings,  stores  and  dwellings  and  private  stables  located  in  Long 
Island  City.  These  rates  are  considerably  higher  than  the  regular 
rates  in  force  in  other  portions  of  New  York  City  and  have  been 
referred  to  in  this  report  under  "  Minimum  Rated  Risks."  These 
district  penalties  were  originally  fixed  by  the  Tariff  Association 
more  than  sixteen  years  ago,  adopted  by  the  Exchange  when  it 
was  organized  and  have  been  in  force  continuously  ever  since. 

The  key  rates  of  the  mercantile  schedule  may  also  be  classified 
as  district  charges.  When  the  Exchange  adopted  the  mercantile 
schedule  in  1900,  the  key  rate  for  Manhattan  was  fixed  at  ten 
cents,  for  Brooklyn  at  twenty  cents,  and  for  the  Bronx  at  twenty 
cents.  Exactly  how  these  key  rates  were  arrived  at,  it  would  be 
difficult  to  explain.  At  a  recent  meeting  of  the  Exchange  (Feb- 
ruary 11,  1913)  it  was  voted  to  fix  the  key  rate  at  ten  cents  for 
all  of  the  above  territory.  The  different  key  rates  for  different 
parts  of  the  city  affected  only  those  risks  which  were  rated  on 
the  mercantile  schedule,  other  schedules  containing  no  provision 
specially  recognizing  those  features  considered  in  the  make  up 
of  the  key  rates.  No  key  rate  has  been  fixed  for  Long  Island 
City  as  the  Exchange  rates  no  risks  there  under  the  mercantile 
schedule. 
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^rade  sprinklered  risks  which  had  two  sources  of  water  supply 
which  were  independent  of  each  other  and  of  the  city  mains 
would  be  exempted  from  the  district  charges.  For  some  reason  it 
was  found  necessary  to  exempt  the  Brooklyn  theatres  from  the 
effects  of  the  advance  of  December  11,  1902,  and  this  was  accom- 
plished in  a  roimdabout.way  by  reducing  the  base  rate  to  such 
extent  that  the  addition  of  the  district  charge  would  produce  a 
rate  no  higher  than  was  in  force  prior  to  December  11,  1902. 
Electric  light  and  power  plants  were  also  exempt  from  the  district 
advances. 

As  a  result  of  the  continued  agitation  by  the  Citizens'  Com- 
mittee, and  other  organizations,  reinforced  by  a  report  from  the 
Chief  Engineer  of  the  City  Water  Department  as  to  improvements 
completed  or  projected,  the  Exchange  instructed  its  engineer  to 
make  a  report  showing  the  progress  of  the  improvements  in  the 
water  supply  and  distribution  systems  in  Brookljoi.  This  report 
was  rendered  in  September,  1904,  and  showed  that  contracts  for 
improvements  amounting  to  $3,000,000  had  been  let  or  contem- 
plated. 

Although  conditions  w^ere  considerably  and  materially  im- 
proved, no  reductions  followed  the  above  report. 

In  December,  1905,  the  Exchange  engineer  reported  upon  the 
condition  of  District  Xo.  1.  The  report  stated  that  tests  made 
in  the  district  came  up  to  the  requirements,  excepting  in  the 
northern  part  of  the  district,  which  section  showed  but  little  im- 
provement. Accordingly,  on  Decemhcr  22,  1905,  the  district  ad- 
vance was  reduced  to  10  per  cent,  on  all  risks  in  District  No.  1, 
the  original  advances  having  been  30  per  cent,  and  25  per  cent. 
It  might  be  added  that  the  Exchange  had  not  committed  itself  to 
any  standard  of  requirements,  but  when  the  tests  were  made,  the 
requirements  were  the  most  rigorous  that  had  probably  ever  been 
applied  anywhere  under  similar  circumstances. 

Earlv  in  1906  tests  were  made  in  District  No.  2,  the  manu- 
facturing  district.  In  his  report,  the  Exchange  engineer  stated 
that  he  found  the  water  supply  and  pressure  adequate  in  the 
northern  portion  of  the  district,  but  below  the  requirements  in 
the  southern  section.  Tests  were  also  made  in  the  adjacent  sec- 
tion, designated  as  '^  Kent  Avenue  Section,  Williamsburg."     On 
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District  Iso.  5,  bounded  by  Xostrand  avenue,  Flushing  avenue, 
Bedford  avenue,  Grand  street,  Bushwiek  avenue,  Flushing 
avenue,  Broadway,  Sumner  avenue  and  DeKalb  avenue. 

The  removal  of  advances  by  the  Exchange  thus  far  seemed  to 
have  been  brought  about  or  facilitated  by  the  agitation  and  activi- 
ties of  various  conmiittees.  TLese  committees  would  lay  out  sec- 
tions which  were  in  fairly  good  shape,  but  which  required  some 
additional  improvement  to  have  the  tests  come  up  to  the  Exchange 
requirements.  The  Exchange  having  committed  itself  to  remove 
the  charge  in  any  district  as  laid  out  by  the  committees,  they 
would  obtain  the  co-operation  of  the  water  department  and  have 
the  district  brought  up  to  the  ^^  standard ''  as  speedily  as  possible. 
The  committees,  however,  failed  to  co-operate  with  each  other, 
and  they  occasionally  laid  out  districts  which  overlapped.  The 
Exchange  considered  the  lack  of  co-operation  between  the  com- 
mittees as  sufficient  reason  for  refusing  to  negotiate  with  any  of 
them  as  to  future  reductions.  Accordingly  in  May,  1909,  the 
Committee  on  Minimum  Rates  and  District  Charges  subdivided 
all  the  Brooklyn  territory  which  was  then  subject  to  district 
charges  into  fifteen  sections,  and  ruled  that  each  section  should 
be  considered  as  a  whole  and  any  improvements  made  must  covei 
an  entire  section  as  laid  out  by  the  Exchange  before  such  improve 
ments  would  be  considered  for  a  rate  reduction. 

Although  there  were  many  requests  for  reductions,  and  not- 
withstanding that  the  Water  Department  was  making  marked  and 
commendable  progress  in  its  work  of  extending  its  excellently 
planned  wat-^r  system,  there  were  no  further  reductions  until 
April,  1912,  excepting  the  remission  on  November  10,  1909,  of 
the  10  per  cent,  advance  on  District  No.  1  for  the  San  Francisco 
loss  imposed  two  years  after  the  conflagration,  and  the  reduction 
on  June  9,  1910,  in  the  50  per  cent,  advance  to  25  per  cent,  on 
minimum  rated  risks  in  the  Coney  Island  high-pressure  district. 
Though  inadequacy  of  water  supply  was  responsible  for  the  orig- 
inal advance  of  50  per  cent,  on  the  Coney  Island  minimum  rated 
risks,  it  should  be  noted  that  only  half  the  advance  was  remitted 
when  the  high-pressure  system  was  installed. 

On  April  10,  1912,  the  district  charge  was  rescinded  from  a 
portion  of  the  Gowanus  district,  and  on  June  12,  1912,  the  chai^ 
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-Uiatrict  JJo.  4  the  advance  on  miaimum  rated  risks  was  50  per 
cent. 
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While  conditions  in  Brooklyn  in  1902  may  have  justified  a 
penalty,  it  seems  the  Exchange  was  tardy  in  recognizing  im- 
provements, and  reductions  were  made  with  evident  reluctance. 
In  fact,  reluctance  to  remove  the  charges  has  at  times  led  the 
Exchange  into  making  frivolous  objections  or  assuming  unten- 
able positions.  An  occasion  may  be  cited  when  one  of  the  Brook- 
lyn conmiittees  requested  a  remission  of  the  charge  for  the  Wii- 
liamsburg-Greenpoint  section,  the  committee  pointing  out  in  de- 
tail that  the  various  requirements  of  the  Exchange  had  been  com- 
plied with.  The  request  for  a  reduction  was  denied,  mainly  on 
the  flimsy  grounds  that  the  fire  department  protection  was  inade- 
quate because  three  of  the  fire  houses  furnishing  protection  to 
the  district  as  laid  out  by  the  Exchange  were  located  outside  of 
the  borders  of  such  district.  This  untenable  position  was  aban- 
doned by  the  Exchange  after  the  committee  pointed  out  that 
there  was  nothing  to  prevent  the  fire  engines  and  crews  from 
promptly  responding  to  alarms  from  within  the  district,  even 
though  the  fire  houses  might  be  located  three  or  four  hundred 
feet  outside  of  the  imaginary  lines  which  bounded  the  district. 

On  a  later  occasion  a  request  was  made  for  a  reduction  in  a 
portion  of  the  ^'Atlantic  Avenue  section,"  as  the  high  pressure 
system  had  been  extended  into  certain  portions  of  that  section. 
The  attitude  of  the  Exchange  was  expressed  in  the  following: 
"  The  territory  under  consideration  was  at  that  time  made  a  part 
of  the  so-called  Atlantic  Avenue  District,  and  the  minimum  rate 
committee  is  apparently  imder  no  obligation  to  consider  remis- 
sion of  charges  in  any  portion  less  than  the  whole  of  this  dis- 
trict. (4/12/12)."  Although  the  Exchange  subsequently  re- 
ceded from  this  position,  in  reference  to  this  district,  it  has  main- 
tained this  attitude  with  respect  to  other  districts,  even  though 
the  tests  made  by  their  own  engineer  came  up  to  the  Exchange 
standard.  One  such  notable  instance  occurred  in  May,  1910, 
when  the  Canarsie  Board  of  Trade  requested  that  the  Canarsie 
section  be  exempted  from  the  50  per  cent,  advance.  The  Ex- 
change engineer  thereupon  tested  four  groups  of  hydrants  in  that 
section,  six  hydrants  in  each  group.  Group  1  (located  in  the 
amusement  resort  section)  showed  a  deficient  supply  of  water. 
Group  2  (located  in  a  "semi-rural"  section)  failed  to  come  up 
to  the  requirements  of  the  Exchange.     Groups  3  and  4  (located 
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in  "  sparsely  settled "  sections)  exceeded  the  absurdly  excessive 
requirements  and  were  pronounced  ample  "  for  present  needs." 
The  tests  called  for  an  average  flow  of  1,000  gallons  per  minute 
per  hydrant  from  a  group  of  six  hydrants,  the  equivalent  of 
twenty-four  ordinary  fire  streams  concentrated  upon  one  risk,  and 
this  in  a  locality  described  as  "  semi-rural "  and  "  sparsely  set- 
tled," consisting  mainly  of  frame  one  and  two  family  detached 
dwellings.  It  might  be  added  that  this  standard  was  not  at- 
tainable in  the  congested  and  mercantile  sections  of  some  large 
cities  when  tested  by  the  engineers  of  the  National  Board  of  Fire 
Underwriters,  Chicago  and  Philadelphia  being  notable  examples. 
It  should  also  be  stated  that  the  Exchange  has  since  then  aban- 
doned this  absurd  standard.  After  the  tests,  the  Exchange  in- 
formed the  Canarsie  Board  of  Trade,  in  part,  as  follows : 

•  *  •  relative  to  conditions  in  Canarsie  developed  by  our  recent  tests, 
would  state  that  the  minimum  rate  committee  took  the  ground  very  strongly 
that  the  E^cchange  would  not  subdivide  territories  in  considering  a  reduction 
of  district  charges,  and  while,  as  it  was  shown  by  the  tests,  there  was  ample 
water  at  present  in  the  location  of  groups  3  and  4,  yet  there  was  undoubtedly 
a  deficiency  of  water  developed  in  the  locations  of  groups  1  and  2. 

On  an  earlier  occasion  (February  23,  1905),  an  owner  of 
property  located  in  Bensonhurst-by-the-Sea  complained  of  the 
advance  in  rates  and  requested  a  reduction.  Bensonhurst  is  in- 
cluded in  the  district  described  by  the  Exchange  as  "  Bath  Beachi 
Mapleton."  This  complaint  developed  the  fact  that  the  Exchange 
had  never  tested  this  district,  and  was  therefore  ignorant  as  to  its 
condition  when  the  advance  was  made.  The  district  was  composed 
of  detached  frame  dwellings,  two  and  three  stories  in  height, 
with  a  few  brick  apartment  houses  four  or  five  stories  in  height. 
A  report  made  by  the  Exchange  engineer  under  date  of  Febru- 
ary 28,  1905,  reported  good  water  pressure  and  contained  the 
following  opinion : 

Considering,  however,  the  good  character  of  the  risks  included  in  this  area, 
it  would  seem  as  if  with  some  few  improvements  in  the  fire  alarm  signal  as- 
tern, and  a  better  arrangement  of  the  engine  companies,  in  the  matter  of 
lengths  of  runs  and  territory  covered,  this  part  of  the  city  would  then  be  well 
protected. 

The  fire  alarm  telegraph  in  this  section  is  to-day  the  best  in 
the  city,  but  there  has  as  yet  been  no  reduction  in  rates  in  this 
district. 
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From  infonuation  obtained  from  the  water  department  of 
New  York  City,  there  were  in  place  984  miles  of  mains  on  Sep- 
tember 30,  1912,  as  compared  with  676  miles  in  place  on  Janu- 
ary 1,  1903  (approximately  the  date  of  the  advance).  The  num- 
ber of  hydrants  was  16,622,  as  compared  with  6,680  on  the  earlier 
date.  In  addition,  80  miles  of  mains  were  cleaned.  The  total 
estimated  cost  of  these  improvements  was  $4,097,000.  In  addi- 
tion to  the  above,  there  was  installed  a  high-pressure  fire  service 
system  at  an  estimated  cost  for  lands,  pumping  stations,  engines 
and  pumps,  mains  and  hydrants,  of  $1,926,000.  The  high-pres- 
sure service,  as  well  as  the  principal  portion  of  the  above  noted 
improvements,  were  made  in  the  district  north  of  the  Manhattan 
Division  of  the  Long  Island  Railroad,  but  a  considerable  portion 
of  the  improvements  was  made  in  the  district  south  of  the  rail- 
road. In  this  latter  district,  not  a  solitary  reduction  has  been 
made  since  the  original  advance,  a  period  of  more  than  ten  years, 
although  according  to  a  report  received  from  the  chief  engineer  of 
the  water  department,  many  portions  of  the  district  are  amply 
supplied  with  water. 

In  this  connection,  attention  may  be  called  to  a  resolution 
adopted  by  the  Exchange  shortly  after  the  advance  of  December, 
1902,  recommending  the  use  of  a  pink  slip  reading  as  follows: 

Extra  preinium  for  inadequate  water  pressure  and  supply.  The  rate  on  this 
policy  is  increased  until  a  sufficient  water  supply  and  a  satisfactory  system 
of  water  mains  and  fire  hydrants  shall  be  provided. 

This  pink  slip,  which  embodied  an  unmistakable  pledge,  was  to 
be  attached  to  policies  issued  on  risks  located  in  the  sections 
where  the  rates  were  advanced.  Numerous  complaints  have  been 
filed  with  the  Insurance  Department  by  property  owners  inter- 
ested in  risks  located  in  the  penalized  sections.  As  a  result  of 
these  complaints,  a  hearing  was  recently  held  before  the  Superin- 
tendent of  Insurance,  who  decided  that  a  comprehensive  series  of 
tests  be  made  in  all  sections  affected,  for  the  purpose  of  ascertain- 
ing definitely  the  conditions  of  the  water  supply.  This  matter 
is,  therefore,  now  in  a  fair  way  toward  being  properly  disposed  of. 

Equalization  of  Rates 

When  the  Exchange  was  organized  in  1899,  the  rates  in  force 
at  the  time  the  Tariff  Association  was  abandoned  were  adopted. 
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in  1900^  but  in  the  more  remarkable  increase  to  $12,350^871,  in 
1901,  as  well  as  the  abnormal  increase  in  1902  to  $13,629,880. 

As  a  result  of  these  sweeping  advances  in  rates,  a  general  feel- 
ing of  hostility  toward  the  Exchange  became  noticeable  in  1903, 
which  threatened  to  find  expression  in  adverse  legislation.  The 
Exchange  then  appointed  a  committee,  composed  of  prominent 
underwriters,  the  reason  for  appointing  the  committee  being  ex- 
pressed in  the  following  resolution: 

Whereas,  one  of  the  purposes  of  this  Exchange  is  declared  in  the  preamble 
to  the  agreement  to  be  the  determination  of  adequate  and  just  rates  of  pre- 
mium) and 

Whereas,  it  has  been  claimed  that  inequalities  in  our  rates  exist,  which  are 
an  injustice  to  the  assured,  be  it 

Resolved,  that  the  subject  be  referred  to  a  committee  consisting  of  ten  mem- 
bers who  shall  report  their  conclusions  and  recommendations  to  this  Exchange 
at  the  earliest  possible  moment. 

This  committee  was  known  as  the  "  Committee  on  Equalization 
of  Kates."  As  a  result  of  its  deliberations,  it  came  to  the  con- 
clusion that  while  the  income  to  the  companies  from  Exchange 
territory  was  disproportionately  high,  a  general  reduction  in  all 
rates  would  be  inadvisable.  It  was  the  belief  of  the  members  of 
the  committee  that  a  better  way  of  reducing  the  income  would  be 
to  ascertain  the  most  profitable  classes  and  to  reduce  the  rates 
only  on  these.  They  accordingly  submitted  experience  figures  on 
certain  classes,  with  a  view  toward  ascertaining  which  were  the 
profitable  and  which  were  the  unprofitable  classes.  The  figures 
collected  were  from  eight  companies,  five  of  which  gave  their  ex- 
perience for  ten  years,  one  for  seven  years,  one  for  three  years 
and  one  for  two  years.  The  classified  experience  thus  collected 
is  given  herewith: 

Recapitulation  of  Writings  and  Losses  Within  Exchange  Terri- 
tory on  Classes  shown  for  10  Years,  1893-1902 

Amount 
ClatB  injured 

Breweries    . . .   $23 .  249 ,  425 

Churches 37,818,993 

Colleges     and 

schools 27.065,682 

Hotels    50,534,252 

Livery    and 

b'd'i?  stables  68.772,786 
Machine  shops  21,511,258 
Mer'tile  stocks  440,571,524 

Piers     201.586.913 

Theatres    9,167,100 


Premiums 
Ttceited 

Lo^w? 

LoH 

rter 

tiOO 

rate 

ratio 

$179,085  26 
208,566  00 

$31,256  34 
70,778  00 

.134 
.184 

.774 
.550 

.ISO 
.339 

149.166  00 
406,655  00 

155,296  00 
227.365  00 

.570 
.409 

.551 
.732 

1.041 
.559 

707,644  00 
211,368  00 
8,388.171  00 
967.135  00 
200,608  00 

144.718  00 

186.765  00 

1,543.512  00 

345.240  00 

10,173  00 

.24« 
.867 
.328 
.171 
.110 

1.200 
.982 
.769 
.479 

2.190 

.204 

.8S3 
.4.55 
.357 
.057 
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The  committee  rendered  its  report  to  the  Exchange  at  a  special 
meeting  held  on  December  28,  1903,  the  report  reading  in  part 
as  follows: 

Your  Committee  appointed  September  9,  1903,  to  consider  alleged  inequal- 
ities in  rates  beg  to  report: 

Acting  upon  our  understanding  that  the  object  of  our  appointment  was  to 
deal  with  rates  in  classes'  rather  than  in  connection  with  individual  risks, 
we  have  informed  ourselves  as  to  the  experience  for  ten  years  past  of  leading 
companies  writing  given  classes  of  risks  in  this  territory.  These  results  show 
that  the  ratio  of  losses  to  premiums  has  been  decreasing  for  three  years  past. 
.  *  *  *  Whether  our  experience  since  the  inauguration  of  this  Exchange  is 
as  yet  sufficient  to  justify  a  reduction  of  rates  will  be  for  you  to  determine; 
but  it  does  not  seem  to  us  that  a  reduction  embracing  all  classes  of  business 
would  be  justified  on  that  experience.  We  believe,  after  considering  carefully 
the  results  submitted  to  us,  that  there  are  certain  classes  upon  which  allow- 
ances in  rates  may  be  made,  and  that  in  making  such  allowances  you  will  only 
be  carrying  out  the  expectation  created  when  the  Exchange  was  organized, 
that  whenever  improved  conditions  had  been  established  and  a  lower  loss  ratio 
thereby  developed,  the  publiq  would  be  given  the  benefit  of  lower  rates.  It 
goes  without  saying  that  as  long  as  experience  varies  with  different  classes 
of  risks  the  same  measure  of  consideration  cannot  be  extended^  to  each,  but 
we  have  endeavored  to  arrive  at  such  allowances  in  rates  as  would  be  justified 
by  the  record  of  each  class. 

The  recommendations  made  in  the  report  were  adopted  and  in 
consequence  the  following  reductions  in  rates  were  put  into  effect : 

1.  A  discount  of  10  per  cent,  on  all  buildings  and  contents 
rated  under  the  Exchange  mercantile  schedule,  with  the  exception 
of  listed  storage  stores,  private  warehouses  and  fireproof  office 
occupancies. 

2.  A  discount  of  10  per  cent,  on  both  buildings  and  contents  of 
boarding  and  livery  stables  and  private  business  stables. 

3.  A  discount  of  20  per  cent,  on  both  buildings  and  contents 
of  breweries. 

4.  A  discount  of  10  per  cent,  on  churches  and  contents,  the 
reduction  not  to  apply  to  rooms  or  halls  used  for  religious  wor- 
ship in  buildings  also  used  for  other  purposes. 

5.  A  discount  of  20  per  cent,  on  theatres  and  contents. 

San  Francisco  Advance 

Owing  to  the  enormous  losses  incurred  by  its  members  in  the 
San  Francisco  conflagration  of  April,  1906,  the  Exchange  voted  to 
advance  rates  on  a  large  number  of  risks  located  in  the  area  of 
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its  operationa.  The  resolution  which  brought  about  the  increase 
was  adopted  by  the  Exchange  on  May  4,  1906,  the  introductory 
paragraph  reading: 

Resolved,  That  for  the  protection  of  policyholders  and  of  the  whole  mier- 
cantile  communityi  and  for  the  uplifting  of  reserves  of  the  fire  insurance  com- 
panies that  they  may  be  prepared  to  meet  future  conflagrations,  the  follow- 
ing reductions  in  expenses  and  increases  of  rate  shall  take  effect  in  the  terri- 
tory of  the  New  York  Fire  Insuranoe  Exchange  from  and  after  the  passing  of 
this  resolution. 

The  members  of  the  Exchange  were  not  unanimously  in  favor 
of  this  resolution.  Several  members  violently  opposed  its  adop- 
tion^  and  the  president  of  one  of  the  largest  companies  seriously 
considered  the  withdrawal  of  his  company  from  the  Exchange 
after  the  adoption  of  the  resolution,  on  the  ground  that  the  rate 
increases  were  unwarranted,  that  they  were  based  not  upon  the 
hazards  underwritten,  "but  upon  the  desire  to  make  insurers  in 
New  York  (and,  as  was  stated  by  those  in  control  of  the  meeting, 
other  cities)  pay  for  the  San  Francisco  conflagration,"  and  that 
the  action  constituted  a  violation  of  the  Exchange  agreement, 
which  declares  in  paragraph  (f ),  section  13,  that  "  Rates  of  pre- 
mium shall  be  adjusted  upon  a  discriminating  basis  which  recog- 
nizes merits  and  faults  of  construction,  fire-extinguishing  appli- 
ances and  percentage  of  insurance  to  value." 

These  increases  in  rates  were  made  in  part  by  adding  certain 
percentages  to  the  then  existing  rates  on  certain  classes  and  by 
the  withdrawal  of  allowances,  until  then  in  force,  on  others*  The 
following  table  shows  the  increases  made : 


Risks  rated  under  mercantile  schedule  (in  con- 
gested district)  with  excess 

Kisks  rated  under  mercantile  schedule  (in  con- 
gested district )  without  excess 

Other  specifically  rated  risks  (in  congested 
district)     

Bisks  rated  under  mercantile  schedule  (out- 
side of  congested  district)  with  excess 

Risks  rated  under  mercantile  schedule  (out- 
side of  congested  district)  without  excess. . . 

Other  specifically  rated  risks  (outside  of  con- 
gested district)    

Breweries 

Theatres 


lovcanee 
Ithdraten 
°ercent. 

Additional 
percentage 
advance 
Per  cent. 

Total  (n«0 
inereau 
Percent. 

10 

15 

28 

10 

11 

15 

15 

10 

10 

22 

10 

11 

10 

10 

20 

25 

20 

25 

i^mS^;iim.<^^^^J^.^*d%iiSr^ 
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Addilionat 
ta  «nl.    i  Ftf  emi.  A^^' 

ChurcheB  10        11 

Boarding    and     livery    and     private     buainess 

Btables  10         11 

Listed  storage  stores  and  contents    (both  fire- 
proof and  non-fireproof) 10  10 

Private  warehouses  end  contents 10  10 

Piers  and  contents 25  25 

Floaters 25  2a 

Stocl(B  in  store  and  dwelling  risks 10  lO 

All   other   minimum   rated   rlslis    (noie   excep- 
tions)     10  10 

The  "  congested  district "  was  described  aa  being  located  in 
the  "  Borougli  of  Manhattan,  between  Chambers  and  Kew  Cbam- 
bera  streets  (including  both  sides  of  the  streets)  on  the  south,  and 
Fourteenth  street  (including  both  aides  of  the  street)  on  the 
north." 

The  qualification  "with  excess"  or  "without  excess"  origi- 
nated with  the  Exchange  and  was  Erst  applied  when  making  the 
San  Francisco  advance.  It  was  intended  to  euh-classify  the  risks 
rated  on  the  mercantile  schedule  between  those  where  the  occu- 
pancy was  purely  mercantile,  i.  e.,  where  only  tlie  buying  and 
selling  of  merchandise  was  conducted,  as  compared  with  estab- 
lishments where  the  buying  and  selling  of  merchandise  was  ac- 
companied by  some  form  of  manufacturing  process. 

The  following  classes  of  risks  were  not  affected  by  the  advance: 
Dwellings,  Colleges, 

Ktorc  and  dwrlllng  buildings,  Convents, 

Household  furniture,  Seminariija  and  school  houses. 

Private  stables,  Rprinkiered  risks. 

Academies,  Fireproof  risks  {except  listed  stores)  ■ 

Minimum  rated  risks  in  districts  one  and  four,  Brooklyn,  were 
not  affected  by  this  advance,  as  such  risks  were  advanced  in  1902 
on  account  of  inadequate  water  supply.  The  Rate  Committee 
subsequently  ruled  that  buildings  in  course  of  construction  and 
jewelry  "  in  Tire-proof  safes  or  vaults  or  while  on  display  outside 
of  same  during  business  hours,"  were  not  subject  to  the  advance. 

In  May,  1908,  two  years  after  the  earthquake,  the  San  Fran- 
cisco advance  of  10  per  cent,  was  ruled  to  apply  on  general  mini- 
mum rates  in  district  one,  Brooklyn,  this  advance  being  substi- 
tuted for  the  10  per  cent,  district  charge  which  was  applied  in 
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1902  for  inadequate  water  supply^  the  charge  for  inadequate 
water  supply  being  no  longer  tenable. 

On  December  10,  1908,  partial  reductions  were  made  on  ac- 
count of  the  installation  of  the  high-pressure  service  in  Man- 
hattan and  Brooklyn. 

A  movement  among  Exchange  membership  for  a  general  abro- 
gation of  the  San  Francisco  advance  commenced  about  the  spring 
of  1910.  It  was  then  pointed  out  that  the  advance  had  not  been 
effected  everywhere  in  the  United  States  and  that  where  it  had 
been  levied,  it  had  quite  generally  been  removed,  so  that  the  Met- 
ropolitan district  remained  virtually  as  the  only  territory  where 
the  advance  was  still  being  collected.  The  beginning  of  the  agita- 
tion looking  to  a  removal  of  the  advance  was  coincident  with  the 
legislative  discussion  looking  toward  the  appointment  of  a  legis- 
lative committee  to  investigate  the  business  of  fire  insurance  in 
this  State.  This  committee  was  subsequently  appointed  in  ac- 
cordance with  the  concurrent  resolution  adopted  by  the  New  York 
State  Legislature  on  May  24,  1910. 

In  March,  1910,  hospitals,  charitable  homes  and  charitable  in- 
stitutions were  exempted  from  the  San  Francisco  advance,  and 
on  December  14,  1910,  the  Exchange  voted  to  rescind  the  re- 
maining advances  "  on  almost  all  classes "  originally  affected 
thereby.  In  voting  the  reduction  the  professed  purpose  of  the 
original  advances  was  apparently  lost  sight  of,  for  the  preamble  of 
the  Rate  Committee's  recommendation  reads  as  follows: 

The  committee  shares  in  what  it  believes  to  be  tlie  general  sentiment  of  the 
Exchange  nn^mbersliip,  tliat  the  advance  in  rates  made  by  the  Exchange  in 
May,  1906,  may  now  be  safely  and  wisely  rescinded,  as  to  almost  all  classes 
of  risks  involved  in  it.  The  results  of  fire  underwriting  operations  in  the  ter- 
ritory of  the  Exchange  during  the  four  and  a  half  years  that  have  passed 
since  that  advance  was  promulgated,  the  evidently  permanent  betterment  that 
has  meantime  been  wrought  (not  without  the  active  assistance  of  the  Ex- 
change) in  fire  hazard  conditions  in  that  territory,  and  the  implied  obligation 
under  which  every  rating  organization  rests  to  make  prompt  and  voluntary 
concessions  in  its  ratings  in  recognition  of  any  permanent  reduction  in  the 
loss  ratio  all  tend  to  this  conclusion.  Among  the  points  that  have  claimed 
attention  and  that  the  committee  has  sought  to  cover  in  the  following  recom- 
mendations are  (I)  the  need  of  discrimination  between  those  classes  that 
did  and  those  that  did  not  share  in  the  rate  advances  of  May,  1906,  and  be- 
tween thoee  that  are  and  those  that  are  not,  on  their  merits,  entitled  to  spe- 
cially favorable  consideration  now;  (2)  the  obligation  to  continue  a  proper 
recognition  of  the  value  of  the  High  Pressure  Water  Service  or  Separate  Fire 
Main  system  by  favoring  the  area  in  which  it  has  been  installed  and  holding 


1068  Miscellaneous  Special  Reports 

oai  induoements  for  its  further  extenBion;  (3)  the  great  desirability  of  reduc- 
ing to  a  minimum,  either  by  immediate  or  progressive  action,  the  number  and 
variety  of  the  advances  and  allowances  required  to  be  made  at  the  counter  on 
card  ratings;  and  (4)  the  opportunity  presented  by  such  a  revision  for  re- 
HMving  some  inconsistencies  of  long  standing  from  our  rating  rules.  Ko  at- 
tention vrhatever  has  been  paid,  however,  to  the  question  of  any  general  revi- 
sion of  schedules,  a  subject  which  is  still  in  the  hands  of  a  special  committee 
of  the  Exchange. 

For  purposes  of  this  reduction^  Manhattan  and  Bronx  were 
divided  into  three  districts: 

The  high  pressure  district. 

The  East  side  congested  district. 

Bemainder  of  Manhattan  and  Bronx. 

Owing  to  the  complicated  nature  of  the  advances  and  reductions, 
it  cannot  be  clearly  indicated  to  what  extent  the  advances  which 
were  first  brought  about  by  the  San  Francisco  disaster  were  still 
retained  in  the  rating  after  the  order  of  December  14,  1910. 

The  acticwi  of  the  Exchange  on  December  14,  1910,  was  roughly 
estimated  to  result  in  an  annual  premium  reduction  of  5  per  cent, 
or  $1,250,000  as  compared  with  an  estimated  annual  increase  of 
$2,000,000  resulting  from  the  original  advance.  This  comparison 
takes  no  cognizance  of  the  increase  in  business  in  the  four  inter- 
vening years. 

Information  is  not  available  to  indicate  to  what  extent  rates 
were  advanced  throughout  the  United  States  after  the  San  Fran- 
cisco conflagration,  nor  how  long  such  advances  were  maintained, 
but  from  information  obtainable  it  appears  that  the  advance  was 
not  general.  In  the  State  of  New  York  there  were  no  advances 
in  Buffalo  nor  in  the  territory  coming  under  the  Suburban  Fire 
Insurance  Exchange.  The  Suburban  Fire  Insurance  Exchange 
was  organized  after  the  San  Francisco  disaster  (1907),  prior  to 
which  time  rates  in  that  territory  were  made  by  the  local  boards 
of  agents  then  existing  in  various  places  within  that  territory. 

The  Underwriters'  Avssociation  of  New  York  State,  having 
jurisdiction  in  the  rest  of  the  State,  adopted  a  resolution  on  May 
24,  1906,  advancing  rates  in  the  conflagration  districts  of  Albany, 
Amsterdam,  Auburn,  Binghamton,  Cohoes,  Elmira,  Jamestown, 
Kingston,  Nia<rara  Falls,  Oswego,  Schenectady,  Syracuse,  Troy, 
TJtica,  Watertown  and  Rochester.  Bates  were  also  advanced,  but 
to  a  leaser  extent,  on  all  special  hazard  and  manufacturing  risks 
outside  of  the  above  conflagration  districts.     Risks  rated  by  the 
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Spriuklered  liiflk  Committee  and  Electrical  Committee  (sprink- 
lered  riskB  and  electric  light  and  power  plants)  were  exempt  from 
these  advances,  as  were  breweries^  butter  and  cheese  factories, 
creameries,  glove  manufacturing  shops,  glass  cutting  shops,  silk 
mills  and  wine-cellars.  Fireproof  buildings,  but  not  their  con- 
tents, were  also  exempt.  On  October  9,  1906,  the  advance  was  re- 
scinded throughout  tlie  territory,  excepting  as  to  certain  classes  of 
risks  in  Syracuse,  Albany,  Troy,  Utica  and  Rochester,  in  which 
cities  the  modified  advance  appears  to  be  still  in  force. 

In  reviewing  the  action  of  the  members  of  the  Exchange  in 
advancing  rates  as  a  result  of  the  San  Francisco  conflagration  it 
may  be  noted: 

1.  New  York  city  was  discriminated  against.  It  appears  that 
the  companies  were  quite  unsuccessful  in  carrying  through  the 
plan  of  advancing  rates  in  many  localities  outside  of  the  territory 
of  the  New  York  Fire  Insurance  Exchange;  or  if  successfully 
carried  through,  the  advance  did  not  remain  on  long. 

2.  The  manner  of  distributing  the  advance  was  inequitable. 
Some  classes  which  shared  in  the  conflagration  losses  were  not 
advanced  at  all,  and  other  classes  were  unequally  advanced. 

3.  Rates  were  originally  advanced  for  the  purpose  of  uplifting 
the  reserves  of  the  fire  insurance  companies.  Whereas  the  ad- 
vance was  officially  abolished  in  1910,  it  was  nevertheless  retained 
on  a  number  of  classes  because,  as  stated,  they  were  not,  on  their 
merits,  entitled  to  favorable  consideration.  It  is  not  a  matter  of 
record  in  the  Exclian2:e  when  or  how  it  was  ascertained  that  these 
classes  were  not  entitled  to  the  same  consideration  accorded  to 
other  classes. 

4.  According  to  available  statistics,  the  fire  insurance  companies 
operating  in  the  United  States  between  1880  and  1906,  inclusive, 
collected  in  that  period  premiums  sufficient  to  pay  all  ordinary 
losses,  all  conflagration  losses  and  expenses,  and  still  leave  a  mar- 
gin of  profit  on  those  premiums.  This  period  includes  the  serious 
conflagi-ations  of  San  Francisco  and  Baltimore.  It  is  plain, 
therefore,  that  the  companies,  especially  in  territory  controlled  by 
rating  associations,  have  for  years  been  including  in  their  rates 
a  charge  sufficient  to  cover  the  conflagratito  hazard,  and  in  voting 
the  San  Francisco  advance,  the  Exchange  compelled  the  insured 
to  pay  again  for  something  which  he  had  already  paid  for.  The 
condition  which  the  San  Francisco  advance  was  intended  to  repair 
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might  have  been  avoided  if  the  companies  would  have  set  up  as  a 
conflagration  reserve  the  amounts  included  in  the  ratea  as  a  charge 
for  the  conflagration  hazard.  As  the  business  is  conducted  at 
present,  the  conilagration  charge  cannot  be  identified  in  the  pre- 
mium rate,  and  the  company  receiving  the  premium  includes  the 
conflagration  reserve  in  the  unearned  premium  reserve.  At  the 
expiration  of  the  policy,  the  entire  reserve  has  been  transferred 
to  surplus,  leaving  the  company  free  to  spend  it  for  expenses  and 
dividends.  Failure  to  hold  the  conflagration  charge  as  a  reserve  to 
be  applied  only  to  the  purpose  for  which  it  ia  professedly  imposed, 
might  after  the  next  serious  conflagration  And  companies  again 
in  a  position  where  drastic  measures  would  be  required  to  uplift 
their  reserves. 

High  Ficessube  Fibe  Sebvice 

Some  time  prior  to  1903,  it  was  suggested  that  the  abundant 
salt  water  supply  around  New  York  City  could  be  utilized  for  fire 
fighting  purposes.  The  suggestions  included  powerful  pumping 
stations  with  connections  along  the  river  fronts  for  the  use  of  fire 
boats,  separate  large  sized  water  mains  built  to  withstand  high 
pressures  and  special  hydrants  so  distributed  as  to  cover  the  con- 
gested districts. 

Plans  were  completed  for  Manhattan,  and  in  ilay,  1905,  a  joint 
committee  of  the  New  York  Fire  Insurance  Exchange  and  the 
New  York  Board  of  Fire  Underwriters  issued  a  report  thereon. 
The  plans  involved  the  building  of  two  pumping  stations  supplied 
from  the  old  Croton  system  and  provided  with  emergency  salt 
water  connections.  The  sections  to  be  covered  extended  from 
Chambers  street  to  23d  street  and  from  the  Hudson  river  to  the 
Bowery  and  Broadway. 

A  similar  high  pressure  system  was  being  installed  in  Brooklyn 
to  protect  the  congested  section  in  that  borough. 

On  completion  of  the  system  in  the  Manhattan  district  above 
described,  the  Exchange  voted  to  reduce  certain  rates  in  that  dis- 
trict on  December  9,  1908. 

This  resulted  in  restoring  to  certain  risks  the  discounts  existing 
prior  to  May  4,  1906,  and  in  reducing  the  advances  of  May  4, 
1906,  on  other  risks.  The  following  comparative  table  shows  the 
discounts  in  force  prior  to  May  4,  1906,  the  advances  voted  on 
May  4,  1906,  and  the  reduction  due  to  the  high  pressure  system. 
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Risks  which  were  originally  exempted  from  the  increase  im- 
posed May  4,  1906,  received  no  reduction  on  December  9,  1908, 
for  high  pressure  service. 

On  December  14,  1910,  the  Exchange  made  some  changes  in 
rates  in  the  high  pressure  district,  but  they  were  made  in  con- 
nection with  the  partial  abrogation  of  the  San  Francisco  advance 
and  are  referred  to  tinder  that  heading. 

In  January,  1912,  reductions  in  rates  were  voted  in  three  dis- 
tricts in  which  the  high  pressure  service  had  been  installed  since 
the  action  of  the  Exchange  taken  on  December  14,  1910.  One 
of  these  districts  was  a  small  extension  north  and  east  of  the 
original  high  pressure  district.  The  second  district  included  the 
east  side  congested  district  and  the  third  district  was  directly 
south  of  the  east  side  congested  district.  The  reductions  in  rates 
were  made  mainly  to  conform  with  the  rates  existing  in  the  original 
high  pressure  district. 

The  city  is  still  extending  the  high  pressure  system  and  consid- 
erable and  consistent  progress  has  been  made  in  other  directions 
to  reduce  the  danger  of  conflagration  loss.  Many  new  risks  of 
the  best  type  of  fireproof  buildings,  which  would  serve  in  a  meas- 
ure as  fire-stops,  have  been  erected  and  many  old  non-fireproof 
buildings  have  been  torn  down  and  replaced  by  fireproof  build- 
ings, the  dangerously  congested  section  has  been  materially  im- 
proved by  a  shift  in  values  to  other  and  better  protected  sections, 
new  fire  prevention  laws  have  been  enacted  bringing  about  im- 
proved conditions  in  risks,  and  there  have  been  an  increased  num- 
ber of  buildings  equipped  with  automatic  sprinklers.  The  fire 
department  has  kept  pace  with  this  condition  in  increased  force, 
more  effective  fire-fighting  apparatus  and  increased  number  of 
fire-houses  and  fire  boats,  the  only  weak  feature  of  the  situation 
being  the  antiquated  fire  alarm  telegraph  system. 

In  recommending  the  reductions  for  the  extension  of  the  high 
pressure  service  in  January,  1912,  the  Exchange  issued  the  fol- 
lowing notice  to  the  insuring  public: 

111  recommending  to  the  Exchange  the  following  reductions  of  rates  in  the 
three  districts  in  which  the  high  pressure  water  service  or  separate  fire  main 
system  has  been  installed  since  the  action  of  the  Exchange  taken  on  Decem- 
ber 14,  1910,  the  members  of  the  rate  committee  deem  it  proper  to  express 
their  belief  that  the  Exchange  may  well  consider  the  advisability  of  ceas- 
ing, after  this  date,  to  make  special  reductions  for  the  further  extension  of 
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this  high  pressure  service.  They  are  satisfied  that  good  faith  requires  the 
taking  of  the  action  now  recommended,  hut  with  this  action  all  outstanding 
obligations  to  the  public  in  connection  with  this  subject  would  seem  to  have 
been  fairly  discharged.  Future  installations  and  extensions  of  the  high  pres- 
sure service  will  hardly  do  more  than  maintain,  without  increasing,  the  rela- 
tive value  of  the  fire  protection  of  the  affected  districts  as  compared  with 
conditions  existing  when  the  whole  work  was  first  entered  upon.  With  the 
exception,  therefore,  of  the  Brooklyn  districts,  wherein  specific  district  ad- 
vances have  been  in  force  for  some  years  because  of  the  defective  water  sup- 
ply, and  which  are  entitled  to  the  remission  of  these  advances  when  a  satis- 
factory water  supply  has  been  obtained,  whether  through  the  high  pressure 
system  or  otherwise,  it  seems  doubtful  whether  any  specific  recognition  should 
be  made  in  our  ratings  of  future  extensions  of  the  high  pressure  system. 
There  is  the  more  reason  for  this  doubt  because  experience  has  fairly  demon- 
strated that  so  far  as  stocks  of  merchandise  and  other  contents  are  concerned, 
the  allowances  hitherto  made  for  the  introduction  of  the  high  pressure  system 
have  been  larger  than  was  proper. 

In  view  of  the  above  notice,  and  particularly  in  view  of  the 
comparative  table  showing  that  large  and  important  classes  were 
being  rated  higher  after  receiving  the  protection  of  the  high  pres- 
sure service  than  before  the  San  Francisco  advance,  the  letter  of 
May  6,  1909,  from  the  Exchange  in  reply  to  the  request  for  in- 
formation from  the  Chicago  City  Engineer  is  of  interest.    Both 

letters  follow: 

Department  of  Ptjbijc  Wobes 
Chicago 

BUREiAU  OF  EnQINEEBING 

Ma^  3,  1909. 
New  York  Fire  Insurance  Exchange,  32  T^assau  Street,  New  York,  N.  Y.: 

Dear  Sirs. —  The  construction  of  a  municipal  high  pressure  water  system 
for  Chicago  is  under  consideration,  and  I  have  been  referred  to  you  by  the 
Chicago  Board  of  Fire  Underwriters  for  information  as  to  the  effect  on  in- 
surance rates  of  the  construction  of  the  present  high  pressure  systems  in  New 
York,  Brooklyn  and  Coney  Island. 

I  would  like  to  know  what  reduction  of  rates  occurred  as  a  result  of  the 
construction  of  these  systems,  and  over  what  district  such  reduction  was 
spread. 

Thanking  you  for  your  attention,  I  am 

Yours  truly, 

City  Engineer. 

New  York  Fire  Insurance  Exchange 
32  Nassau  Street 

Neu?  York,  May  6,  1909. 

CiTT  Engineer,  Department  of  Public  Works,  Chicago,  III.: 

Dear  Sir. —  We  are  in  receipt  of  yours  of  May  3d  addressed  to  us,  as  well 
as  yours  of  same  date  addressed  to  the  New  York  Board  of  Fire  Underwriters. 
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referred  to  us,  and  in  reply  beg  to  say  that  upon  the  completion  ol  the  high 
pressure  system  as  at  present  installed  in  the  borough  of  Manhattan  (New 
York)  we  reduced  percentage  advances  of  rate  applying  in  that  territory  to 
5%,  the  same  having  previously  been  10%  and  15%;  piers,  which  had  pre- 
viously been  subject  to  an  advance  of  25%,  had  such  advance  reduced  to  5%; 
the  advance  on  listed  storage  stores  was  reduced  from*  10%  to  5%;  the  ad- 
vance on  private  warehouses  was  reduced  from  10%  to  5%;  sprinklered 
risks,  which  already  had  the  advantage  of  very  low  rates  by  reason  of  their 
self-protection  and  an  allowance  of  10%  discount  from  card  rates,  were  given 
a  further  advantage  by  having  such  discount  increased  to  15%.  Other  allow- 
ances were  made  in  accordance  with  Circular  1032,  copy  of  which  is  enclosed. 

In  Brooklyn,  risks  located  in  the  territory  protected  by  the  high  pressure 
system  had  their  rates  variously  reduced  according  to  location,  as,  for  in- 
stances, in  District  No.  1  (congested)  a  percentage  advance  of  10%  was  re- 
moved; in  District  No.  2  a  10%  advance  was  removed,  and  in  the  remainder 
of  the  high  pressure  territory  advances  of  20%  and  25%  were  abrogated. 

When  the  high  pressure  system  at  Coney  Island  was  completed  and  satis- 
factorily tested  we  made  a  reduction  of  25%  in  the  rates. 

It  should  be  borne  in  mind  in  connection  with  the  reductions  noted  that 
our  rates  had  previously  been  advanced  to  much  above  normal  on  account  of 
the  deficient  water  supply  and  fire  protection  existing  in  the  sections  and 
district  named,  and  that  consequently  the  allowances  quoted  have,  in  the 
majority  of  cases,  not  brought  the  rates  below  normal.  In  the  case  of  any 
city  where  the  rates  already  stand  at  normal  it  might  not  be  possible  to  make 
as  large  percentage  reductions  for  the  introduction  of  high  pressure  protection 
as  we  have  made  here,  because  much  of  our  reductions  consisted  in  the  re- 
moval of  advances  previously  imposed. 

If  we  can  furnish  you  any  further  information,  consider  us  at  your  service. 

Very  truly  yours. 

Manager. 

Unfair  Discriminations 

On  September  1,  1911,  a  law  went  into  effect  which  subjected 
rate  making  associations  to  the  supervision  and  examination  of 
the  Superintendent  of  Insurance. 

One  of  the  principal  provisions  of  that  law  reads  as  follows: 

•  •  •  nor  shall  any  such  (rating)  association,  or  any  person,  associa- 
tion or  corporation  authorized  to  transact  the  business  of  insurance  within 
this  state,  fix  or  make  any  rate  or  schedule  of  rates  or  charge  a  rate  which 
discriminates  unfairly  between  risks  within  this  state  or  essentially  the  same 
hazard  or,  if  such  rate  be  a  fire  insurance  rate,  which  discriminates  unfairly 
between  risks  within  this  state  of  essentially  the  same  hazard  l)elonging  to 
classes  having  substantially  the  same  fire  class  record,  and  which  are  simi- 
larly situated  and  protected  against  fire.  Whenever  it  is  made  to  appear  to 
the  satisfaction  of  the  superintendent  of  insurance  that  such  discrimination 
exists,  he  may,  after  a  full  hearing,  either  before  himself  or  any  salaried 
employee  of  the  insurance  department  whose  report  he  may  adopt,  order  such 
discrimination  removed;  and  all  such  persons,  corporations,  associatioiis  or 
bureaus  affected  thereby  shall  immediately  comply  therewith. 


Miscellaneous  Special  Ebpoets  1075 

The  business  of  fire  insurance,  even  as  conducted  tiy  stock 
companies,  is  largely  mutual.  The  stock  companies  recoup  their 
losses  from  the  premiums  collected  and  the  heavier  the  losses  the 
higher  the  premiums.  Every  insured,  therefore,  is  not  only 
affected  by  the  losses  but  he  is  also  interested  in  the  premiums 
paid  by  others,  for  if  some  escape  contributing  their  proper  pro- 
portion to  the  losses,  others  must  contribute  it  for  them  in  addi- 
tion to  contributing  their  own  proper  share.  The  prohibition  in 
the  law  against  unfair  discriminations  is  therefore  intended  in  its 
ultimate  effects  to  bring  about  fair  and  equitable  rates  by  pre- 
venting an  abuse  which  results  in"  some  and  perhaps  many  in- 
stances in  excessive  and  exorbitant  rates. 

The  first  complaint  on  which  the  superintendent  issued  an 
order  under  the  law  against  the  Exchange  came  from  the  owner 
of  a  fireproof  apartment  house  composed  of  "  kitchenette  "  apart- 
ments. The  apartment  house  in  question  was  rated  at  about 
three  times  the  rate  applied  to  similar  apartment  houses  having 
suites  with  full  sized  and  fully  equipped  kitchens. 

Following  the  order  of  the  superintendent,  *  the  Exchange 
adopted  an  indefensible  classification  designed  to  exclude  "  kitchen- 
ettes" from  the  apartment  house  class,  and  in  accordance  with 
that  classification  made  an  unjustifiable  advance  in  rates  on  the 
apartment  house  complained  of,  as  well  as  on  some  half  dozen  other 
risks  mentioned  in  the  complaint.  After  further  correspondence 
between  this  department  and  the  Exchange  relative  to  the  action 
taken  by  the  Exchange,  a  second  order  was  issued  calling  upon  the 
Exchange  to  rescind  the  action  taken  by  the  rate  committee  of  the 
Exchange  following  the  first  order  from  this  department,  and  re- 
quiring the  Exchange  to  restore  to  their  previous  status  all  risks 
advanced  as  a  result  of  such  action.  This  second  order  was 
ignored  as  far  as  any  official  action  taken  by  the  Exchange  or 
its  committees  is  concerned.  The  manager  of  the  Exchange,  how- 
ever, subsequently  complied  with  the  second  order  to  the  extent  of 
restoring  to  their  previous  status  all  non-fireproof  risks  affected  by 
the  objectionable  action  of  the  rate  committee.  The  rates  on  the 
fireproof  kitchenette  apartments  had  been  corrected  by  the  adoption 
of  a  new  schedule.  When  this  complaint  was  first  filed  the  rate 
on  the  complainant's  risk  was  27  cents  per  $100,  as  compared  with 
a  rate  of  8  cents  on  other  fireproof  apartment  houses.    Following 
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the  superintendent's  order,  the  rate  was  raised  to  36  cents,  to  be 
subsequently  reduced  to  25  cents,  and  ultimately  to  11  cents.  This 
final  rate  of  11  cents  was  by  order  of  the  superintendent  ante- 
dated to  the  date  of  the  original  order  and  is  the  raste  now  in 
force.  While  the  final  disposition  of  this  case  was  satisfactory, 
it  illustrated  the  necessity  of  broadening  the  powers  of  the  super- 
intendent regarding  the  manner  of  removal  of  unfair 
discriminations. 

Another  complaint  decided  against  the  Exchange  came  from 
the  owner  of  a  building  occupied  principally  by  garment  workers. 
This  risk  had  been  classed  by  the  Exchange  from  its  organiza- 
tion as  a  "  sweatshop  "  and  high  flat  rates  applied  to  building 
and  contents.  The  statutory  hearing  satisfied  the  superintendent 
that  the  risk  was  being  unfairly  discriminated  against,  the  in- 
sured having  no  opportunity  to  obtain  reductions  in  rate  for  im- 
provements made.  As  a  result  of  the  order,  the  Exchange  abolished 
the  "  sweatshop ''  classification  and  fiat  rate  and  devised  the 
"  contract  tailor  "  classification,  applying  a  schedule  to  such  risks, 
but  loading  it  with  "moral  hazard"  charges  to  such  an  extent 
that  in  many  risks  the  new  rates  would  be  higher  than  the  old 
"sweatshop"  rates,  even  though  all  removable  physical  defects 
were  to  be  remedied.  In  addition  to  the  "  moral  hazard  "  charges, 
the  "  contract  tailor "  rules  called  for  a  higher  proportionate 
rate  on  the  building  than  was  imposed  upon  similar  buildings 
containing  "  garment  workers,"  the  building  containing  "  contract 
tailors  "  receiving  a  rate  equal  to  70  per  cent,  of  the  contents  rate, 
whereas  the  building  occupied  by  "  garment  workers  "  was  rated 
at  50  per  cent,  of  the  contents  rate.  This  action  of  the  Exchange 
gave  further  striking  evidence  of  the  weakness  in  the  law  which 
limited  the  superintendent  to  ordering  a  removal  of  unfair  dis- 
criminations, but  which  did  not  impose  limitations  upon  the  rating 
bodies  or  the  companies  as  to  the  manner  of  such  removal.  The 
department  did  not  accept  the  above  action  of  the  Exchange  as  a 
compliance  with  the  superintendent's  order,  but  before  further 
official  action  was  taken  by  the  superintendent  the  Exchange  re- 
moved the  more  objectionable  "  moral  hazard "  charge  and  re- 
stored the  rule  to  rate  the  building  at  50  per  cent,  of  the  contents 
rate. 
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A  third  complaint  decided  against  the  Exchange  involved  the 
charge  for  exposure  to  approximately  3,000  dwelling  risks  and 
contents  otherwise  minimum  rated,  and  the  failure  to  make  a 
similar  charge  to  some  15,000  to  20,000  similarly  exposed  mini- 
mum rated  dwellings.  FoUowiug  an  order  from  the  superin- 
tendent to  remove  the  discrimination,  the  Exchange  restored  the 
three  thousand  and  odd  risks  to  the  minimum  rated  class,  the.  ex- 
posure charge  being  cancelled. 

A  fourth  complaint  involved  the  method  of  rating  fireproof 
risks  having  exposed  iron  columns  and  beams  and  occupied  by 
manufacturing  tenants.  As  a  result  of  an  order  from  the  super- 
intendent, the  Exchange  rerated  approximately  150  manufactur- 
ing fireproof  buildings,  treating  them  in  the  same  maimer  as  other 
fireproof  buildings  were  treated,  making,  however,  a  charge  for 
structural  defects  of  exposed  iron  work,  thereby  bringing  the 
rating  of  such  risks  more  in  harmony  with  the  rates  on  risks  not 
possessing  this  defect.  At  the  time  of  filing  the  complaint,  these 
risks  were  rated  as  if  non-fireproof  risks  and  a  percentage  allow- 
ance from  the  rates  thus  obtained  was  made  for  fireproof  construc- 
tion. These  final  rates  were  disproportional  to  rates  on  similar 
risks,  being  in  some  instances  double  and  triple  the  normal  rates. 
The  rates  on  the  specific  risk  which  was  the  basis  for  the  com- 
plaint were  3.325  per  cent,  on  the  contents  and  1.663  per  cent,  on 
the  building.  These  were  reduced  as  the  result  of  the  order  to 
1.771  per  cent,  on  the  contents  and  0.60  per  cent,  on  the  building. 
The  insurable  values  of  the  building  and  contents  are  probably  in 
excess  of  $750,000. 

There  can  be  no  question  as  to  the  moral  effect  of  the  law,  it 
being  in  evidence  in  a  number  of  instances.  For  example,  a  com- 
plaint rec^arding  a  5-cent  district  charge  on  a  risk  in  the  Bronx 
brought  about  the  removal  of  the  charge  by  the  Exchange,  both  in 
Brooklyn  and  the  Bronx  without  an  order  from  the  superintend- 
ent, the  charge  affecting  thousands  of  risks.  Several  other  cases, 
after  having  been  dismissed  by  the  Exchange,  were  settled  to  the 
satisfaction  of  the  complainants  without  an  order  from  the  super- 
intendent, upon  submission  of  the  complaints  by  the  department. 

When  the  work  of  building  the  new  subway  in  Xew  York  City 
was  begun,  the  Exchange  added  an  additional  charge  to  the  fire 
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insurance  rate  on  all  buildings  and  contents  thereof  abutting  on 
the  subway  whose  abutting  walls  were  removed  and  the  opening 
thus  made  not  cut  off  in  accordance  with  the  standard  fixed  by 
the  rating  body.  The  Merchants  Association  of  the  city  of  New 
York  protested  against  this  charge,  which  affected  the  insurance 
on  millions  of  dollars  of  property,  and  the  Public  Service  Com- 
mission and  the  Fire  Prevention  Bureau  threatened  to  become 
embroiled  in  a  quarrel  over  the  question  of  jurisdiction. 

An  appeal  to  the  Attorney-General  was  referred  to  this  de- 
partment, and  an  amicable  settlement  was  arrived  at  through  its 
mediation.  The  solution  for  reaching  common  ground  was  sug- 
gested by  this  department,  and  the  settlement  of  this  controversy 
resulted  in  the  expense  of  building  fireproof  cut-off  walls  being 
added  to  the  cost  of  the  subway  instead  of  being  paid  by  the  mer- 
chants and  property  owners  along  the  line  of  the  subway,  the 
Exchange  adopting  a  new  and  less  expensive  standard.  The  ad- 
ditional expense  to  the  cost  of  the  subway  is  only  a  fraction  of 
the  heavy  additional  insurance  premiums  saved  to  the  merchants 
and  property  owners,  and  there  was,  furthermore,  a  safer  con- 
dition brought  about,  tending  to  reduce  to  a  minimum  the  danger 
of  loss  to  life  and  property  through  the  spread  of  fire. 

While  the  beneficial  effects  of  the  law  are  unquestioned,  its 
practical  application  disclosed  a  weakness,  which  it  was  sought 
to  remedy  by  amendment.  This  amendment  was  prepared  and 
adopted  by  the  Legislature  and  later  enacted  into  law. 

Statistics  axd  Classification 

The  preamble  of  the  Exchange  agreement  stating  the  objects  of 
the  association  reads  in  part  as  follows: 

The  association  of  underwriters  for  mutual  counsel  and  comparison  of  ex- 
perience is  necessary  for  the  determination  of  adequate  and  just  rates  of 
premium     •     •     •. 

In  a  statement  submitted  to  the  joint  committee  of  the  Senate 
and  Assembly  of  this  State  appointed  in  1910  to  investigate  the 
fire  insurance  business  the  objects  of  the  Exchange  in  fixing  rates 
were  amplified  as  follows : 

The  objects  of  the  Exchange  in  fixing  rates  of  premiums  to  be  charged  for 
risks  in  this  territory  are  three: 

1.  To  provide  such  a  premium  income  from  the  aggregate  of  fire  under- 
writing operations  in  the  Metropolitan  District  as  will  in  average  years  be 
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Buffieient  to  pay  the  losses  incurred  in  that  district^  plus  the  specific  ezpenae, 
and  a  pro  rata  share  of  the  general  expense  of  doing  the  business,  and  yet 
leave  margin  enough  both  to  pay  a  fair  profit  on  the  capital  and  surplus  in- 
vested and  to  provide  for  the  accumulation  of  a  reserve  against  extraordinary 
or  conflagration  losses  not  occurring  in  average  years  and  not  to  be  treated  as 
exclusively  a  Metropolitan  District  Contingency.     •     •     • 

Notwithstanding  the  professed  objects  in  making  rates,  it  is 
noteworthy  that  no  one  in  authority  has  made  a  determined  or  suc- 
cessful effort  to  ascertain  the  experience  of  the  Exchange  com- 
panies in  Exchange  territory  either  by  classes  or  in  the  aggregate. 

Companies  operating  under  the  Exchange  agreement  are  re- 
quired to  file  with  the  treasurer  a  statement  of  the  gross  premiums 
written  in  the  territory  of  the  Exchange,  assessment  for  expenses 
being  based  upon  such  gross  premiums.  From  these  statements 
it  is  ascertained  that  the  total  premiums  reported  by  Exchange 
companies  in  Exchange  territory  by  fiscal  years  are  as  follows : 


Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 
Year  ended  June  30 


1900 $10, 352,  475  30 

1901 14,589,680  35 

1902 16 ,  922,  891  02 

1903 20,  146, 568  95 

1004 20,  443 ,  166  75 

1905 21,  610, 763  47 

1906 23 ,  045,  203  87 

1907 25 ,  645,  877  86 

1908 24, 734,  577  56 

1909 25,  015 ,  380  25 

1910 25,  482, 813  65 

191 1 24,  123 ,  774  45 

1912 24,689,  135  46 


Until  December,  1909,  these  figures  included  the  premiums  col- 
lected in  Hudson  countv,  Xew  Jersey,  east  of  the  Hackensack 
river. 

As  above  stated,  no  determined  effort  was  ever  made  bv  anv  one 
in  authority  to  ascertain  the  incurred  losses  in  the  territory  of  the 
Exchange,  and  there  appears  to  be  no  source  absolutely  accurate 
from  which  the  figures  may  be  obtained. 

A  fair  idea,  however,  may  be  obtained  of  the  ratio  of  losses  to 
premiums  from  the  figures  compiled  by  the  New  York  Fire  Patrol 
and  the  Fire  Salvage  Corps  of  Brookl^Ti.  The  territory  covered 
by  the  Kew  York  Fire  Patrol  includes  the  boroughs  of  Manhattan 
and  Bronx.  The  Fire  Salvage  Corps  of  Brooklyn  operates  prin- 
cipally in  the  congested  high  value  district  of  Brooklyn.     The 
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premiums  and  losses  as  compiled  by  these  two  oi^anizations  since 
the  organization  of  the  New  York  Fire  Insnrance  Exchange 
follow: 

New  York  Fire  Patrol 

PrettUum  Lo9»e9 

1900   $9,029,  502  00  $5, 361,  986  00 

1901   12,350,871  00  6,390,167  00 

1902   13,  629,880  00  4.628,  795  00 

1903   14,912,  638  00  5,  349,633  00 

1904   15,563,  242  00  6,433,970  00 

1905  16,829,991  00  7,088,070  00 

1906 17,522,702  00  7,881,648  00 

1907  19,455,514  00  9,211,797  00 

1908  ; 17,880,153  00  8,732,52100 

1909  18,776,817  00  7,942,252  00 

1910  20,086,861  00  7,902,422  00 

1911  18,797,738  00  9,672,888  00 


$193,83,4,909  00  $85,  496, 162  00 


Fire  Salvage  Corps  of  Brooklyn 

Premium  Losies 

1900   $1,  949,705  00  $1,  085,966  00 

1901    2,525,30100  1,673,648  00 

1902  2,813,374  00  1,403,627  00 

1903  3,202, 389  00  785,996  00 

1904  3. 448, 428  00  1,384,767  00 

1905  4,024,598  00  1,121,169  00 

1906  4.  523, 240  00  1, 196,043  00 

1907  4,821,044  00  1,672.672  00 

1908  4. 417,228  00  2,070,953  00 

1909  4,  844,325  00  1,364,848  00 

1910  4,972,252  00  1,934,870  00 

1911  4.852,657  00  3,109.667  00 


$46,394,441  00  $18,704,226  00 


The  above  figures  do  not  include  the  premiums  and  losses  for 
Long  Island  City,  American  Dock  Stores  at  Staten  Island  and  that 
section  of  Brooklyn  lying  south  of  the  Manhattan  Division  of  the 
Long  Island  railroad.  The  figures  do  include  the  premiums  and 
losses  of  the  mutuals,  inter-insurers,  Lloyds  and  marine  companieB 
writing  fire  risks,  but  do  not  include  the  premiums  and  losses  of 
non-admitted  companies  and  associations.  Nor  do  they  include 
the  losses  for  small  fires  which  occur  and  which  are  extinguished* 
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without  the  aid  of  the  fire  department.  These  small  fixe  losses 
were  at  one  time  reported  to  the  above  organizations,  but  the 
practice  was  discontinued  after  having  been  in  vogue  but  a  short 
period.  The  failure  to  include  these  small  fire  losses  does  not 
destroy  the  significance  of  the  patrol  figures,  as  it  would  take  very 
many  thousands  of  such  losses  annually  to  materially  affect  the 
loss  ratio.  On  the  other  hand  the  failure  to  include  small  fire 
losses  is  partially  compensated  for  by  including  in  the  patrol 
figures  the  occasional  serious  losses  occurring  in  the  districts  im- 
mediately outside  of  their  zone  of  operation  and  to  which  the 
salvage  corps  may  have  been  called. 

In  fact  in  1903  the  "  Conmiittee  on  Equalization  of  Kates  "  ac- 
cepted the  patrol  figures  as  a  sufficiently  accurate  index  to  indi- 
cate that  rates  were  too  high.  The  patrol  figures  then  used  showed 
a  loss  ratio  of  47.8  per  cent,  for  the  ten  year  period  ending  De- 
cember 31,  1902. 

As  stated,  the  patrol  figures  cover  only  a  portion  of  the  pre- 
mium income  and  losses  of  Exchange  companies  in  Exchange  terri- 
tory, but  there  is  no  reason  to  believe  that  the  experience  in  un- 
covered territory  is  materially  different  from  the  experience  in 
the  covered  territory  The  figures  show  a  consistent  average  loss 
ratio  far  below  the  average  for  the  State  and  far  below  the  normal 
for  the  entire  country. 

An  analysis  of  these  figures  would  indicate  the  following 
result : 

Premium  income    $240,229,350  00 

Estimated    unearned    premiums    December 

31,  191 1   $18,  920, 000  00 

Less  estimated  unearned  premiums  Decem- 
ber 31,  1809 8,780,000  00 

10, 140.  000  00 

Premiums  earned    $230,089,350  00 

Losses  —  Patrol  figures    (including  out  of 

district  fires)    $104,200,  378  00 

Estimated  unreported  small  fire  losses 
(2,500  fires  per  annum  for  12  years, 
average  loss  $40  per  fire) 1,200,000  00 

Estimated  expenses  40% 92,  033,  740  00 

197,434,118  00 

Underwriting  profit   $32,655,232  00 
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The  foregoing  analysis  indicates  an  underwriting  profit  equal 
to  14  per  cent,  on  the  earned  premium  as  compared  with  an  ap- 
proximate underwriting  profit  of  5  per  cent,  for  the  entire 
country.  To  properly  indicate  the  underwriting  profit  there  should 
be  added  to  the  14  per  cent,  above  indicated  the  interest  earnings 
on  the  unearned  premium  reserves.  Assuming  the  rate  of  interest 
at  4  per  cent,  per  annum  on  a  50  per  cent,  reserve  basis,  the  in- 
terest earnings  from  this  source  would  be  about  2  per  cent,  on  the 
premium  income.  This  calculation,  however,  ignores  the  con- 
siderably increased  interest  earnings  derived  from  term  business. 
It  is  thus  evident  that  at  a  conservative  estimate,  the  average 
profit  on  business  written  in  Exchange  territory  (exclusive  of  the 
interest  earned  by  the  companies  on  their  capital  and  surplus) 
was  better  than  16  per  cent,  per  year,  a  profit  which  may  well  be 
considered  as  indicative  of  excessive  rates.  These  results  possibly 
explain  the  neglect  of  underwriters  to  gather  authentic  figures 
showing  the  ratio  of  losses  to  premiums. 

The  views  of  the  legislative  committee  of  1910  which  investi- 
gated the  fire  insurance  business  are  on  this  point  expressed  as 
follows : 

As  long  as  the  companies  act  in  open  competition  they  should  evidently  be 
governed  by  the' laws  of  competition  and,  let  him  who  bargains  beware  —  lie 
may  pay  too  much  for  his  insurance  or  he  may  pay  too  little,  for  he  cannot 
seriously  complain,  for  he  knows  the  condition  of  the  game  —  but  the  minute 
that  the  companies  begin  to  combine,  the  laws  of  competition  are  superseded 
by  the  laws  of  equity,  the  price  is  no  longer  the  price  that  can  be  wrung  out 
of  the  public  in  an  open  barter,  but  it  is  a  price  based  strictly  on  the  hazard. 

Our  conclusion  then  is  that  combination  and  equity  in  rates  should  be  in- 
separable; not  only  has  experience  shown  that  equitable  rates  are  impossible 
in  the  absence  of  combination,  but  conversely,  if  there  is  to  be  a  combination, 
then  out  of  it  must  (by  the  help  of  law  if  competition  is  not  sufficient)  come 
equitable  rates;  that  is,  if  companies  are  to  be  allowed  to  combine  then  it 
must  be  only  on  the  assurance  that  the  rates  imll  be  equitable. 

Kot  only  has  the  Exchange  failed  to  make  effective  efforts  to 
inform  itself  of  the  result  of  its  rate-making  activities  in  the 
aggregate,  but  it  has  also  been  deprived  of  the  classified  experience 
of  its  members  which  might  have  been  useful  as  a  guide  in  ascer- 
taining whether  a  necessity  for  a  change  in  rates  existed. 

The  value  of  such  classified  experience  as  a  basis  for  rate  mak- 
ing was  recognized  by  the  Exchange  very  early  in  its  existence 
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and  attempts  were  apparently  made  to  induce  the  companies  to 
adopt  a  uniform  classification.  To  aid  the  companies 'in  doing 
this  the  Exchange  began  classifying  all  risks  according  to  the 
universal  mercantile  schedule  classification  and  each  rate  card, 
as  issued,  was  supplied  with  its  classification  number.  This 
classification  has  been  maintained  to  the  present  day,  but  it  is 
practically  valueless,  except  as  an  indication  of  what  might  be 
done,  because  the  companies  have  failed  to  classify  their  experi- 
ence accordingly. 

The  rate  committee  minutes  show  among  others  the  following 
references  to  the  collection  of  statistical  information  gathered  for 
the  purpose  of  serving  as  guides  for  possible  rate  changes.  The 
illustrations  are  of  interest  in  showing  the  methods  of  the  asso- 
ciation in  reference  to  rate  changes  and  the  nature  of  the  infor- 
mation upon  which  such  changes  are  based. 

In  1902  the  Manhattan  Pharmaceutical  Association  complained 
of  rates  on  pharmacies.  The  druggists  made  a  report  showing 
the  amount  of  premiums  paid  by  200  out  of  300  members  of  the 
German  Apothecaries  Society  and  the  losses  paid  to  such  members 
during  an  average  of  13  years,  which  showed  that  the  losses 
amounted  to  5  per  cent,  of  the  premiums.  As  a  result  of  the 
above,  the  following  resolution  was  adopted: 

After  the  committee  representing  the  druggists  had  retired  it  was  voted  to 
recommend,  in  view  of  the  fact  that  the  Bureau  of  Combtistibles  had  prohib- 
ited the  sale  of  benzine,  naphtha,  etc.,  that  the  minimum  rate  on  apothecaries 
he  reduced  from  $1.00  to  75  cents. 

In  1904  a  special  committee  of  the  Exchange  submitted  figures 
showing  that  the  losses  on  telephone  exchanges  within  the  terri- 
tory of  the  Exchange  for  10  years  past  amounted  to  6.32  per  cent, 
of  the  premiums  collected.  It  was  voted  to  reduce  the  occupancy 
charges  from  60  cents  to  45  cents.  The  minutes  fail  to  show  who 
initiated  this  action.  In  1911  the  rates  were  further  reduced  to 
20  cents.  Apparently  no  statistics  were  gathered  to  be  used  as  a 
basis  for  this  latest  reduction.  It  seems  that  the  telephone  inter- 
ests were  dissatisfied  with  the  reductions  granted  in  1904  and 
took  their  business  away  from  the  stock  companies.  The  reduc- 
tion of  1911  was  made  in  order  to  bring  the  business  back  to  the 
stock  companies. 
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In  June,  1908,  a  prominent  member  of  the  Exchange  suggested 
that  the  "rates  on  household  furniture  in  brick  dwellings  be  in- 
creased. In  support  of  his  request  that  this  be  done,  he  submitted 
figures  of  his  company  showing  a  loss  ratio  of  76  per  cent,  on  this 
class.  To  ascertain  the  general  feeling  of  the  membership,  the 
manager  of  the  Exchange  sent  out  the  following  circular  letter : 

July  9,  1908. 

The  rate  committee  is  desirous  to  secure  information  as  to  the  experience 
of  our  members  for  the  last  five  or  ten  years  on  household  furniture  in  brick, 
dwellings  within  the  territory  of  the  Exchange  and  it  has  instructed  me  to 
ask  for  the  same,  subject  to  the  understanding  that  I  am  to  hold  all  indi- 
vidual figures  as  absolutely  confidential,  placing  before  the  Committee  only 
the  tabulated  results.  With  that  understanding  may  I  ask  at  your  hands 
the  following  information,  upon  my  assurance  that  the  same  will  be  treated 
as  strictly  personal  and  confidential? 

Please  give  results  of  your  experience  for  five  or  ten  years  past  on  house- 
hold furniture  in  brick  dwellings  located  within  Exchange  territory  under  the 
following  captions: 

Loss  cost 
Amounl    Premiums  Losses      Loss      per  $100    Average 
Year  Insured      Received      Paid      Ratio      Insured        Rats 

If  your  experience  has  not  been  favorable  to  what  figure,  in  your  opinion, 
should  the  general  minimum  rate,  which  is  now  .16,  be  advanced? 

In  your  opinion  are  advances  called  for  in  any  other  of  our  minimum  ratefl 
for  household  furniture,  the  entire  list  at  present  standing  as  follows: 

BuUdina  Contents 

Dwellings  —  brick,  stone  or  iron .10  .16 

Dwellings  —  frame  or  brick  filled  or  brick  and  stucco. ...               .16  .20 

Flat  houses  —  brick  .15  .20 

Flat  houses  —  frame   .20  .24 

Stores  and  dwellings  —  brick,  stone  or  iron .20  .24 

Stores  and  dwellings  —  frame  or  brick  filled .40  .40 

Very  truly  yours, 

Manages 

In  response  to  this  circular,  figures  were  received  from  only 
six  companies  and  replies  were  received  from  thirty-three  others. 
The  consensus  of  opinion  appeared  to  be  that  an  increase  in  this 
class  would  aifect  the  general  public  to  such  an  extent  that  atten- 
tion would  be  drawn  to  the  already  very  large  profits  made  in 
Exchange  territory  and  that,  as  a  result,  adverse  legislation  might 
be  expected.     The  following  letters  are  indicative  of  this  feeling: 

(a) 
We  are  opposed  to  any  increase  and  while  on  the  subject  of  rates  we  ven- 
ture to  suggest  there  are  many  other   classes  of  property  beside  retail  drug 
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stores  and  lumber  yards  which  might  properly  and  profitably  be  reduced,  on 
which  the  experience  in  this  city  would  justify  a  considerable  reduction. 
Among  them  we  might  mention,  in  passing,  sprinklered  department  stores  — 
no  losses  in  25  years. 

(b) 
Such  a  change  would  be  so  far-reaching  and  would  affect  so  many  people 
that  the  result  of  it  might  be  injurious  to  the  business  conditions  now  exist- 
ing and  a  menace  to  the  life  of  the  Exchange. 

(c) 

*  *  *  we  are  free  to  confess  that  we  are  opposed  to  an  advance  of  rate 
on  this  class  or  practically  any  other  class  at  this  time.  With  one  or  two 
exceptions,  perhaps,  we  consider  that  the  rates  in  New  York  city  are  high 
enough.  To  make  an  increase  in  household  furniture  rates  would  be  very  far 
reaching,  affecting  as  it  would  so  large  a  number  of  the  insuring  public,  and 
is  almost  sure  to  bring  about  a  very  strong  feeling  of  resentment,  which  might 
cause  adverse  legislation  at  Albany. 

(d) 

We  are  of  the  opinion,  however,  that  no  advance  in  rate  on  this  class  should 
be  made,  whatever  the  aggregate  experience  of  the  companies  may  be,  for  the 
reason  that  the  business  in  the  territory  of  the  Exchange  has  yielded  a  very 
handsome  profit  as  a  whole  —  larger  than  is  healthy  or  conducive  to  perma- 
nence. 

Not  only  is  its  exceeding  sweetness  drawing  many  "  flies  "  that  are  increas- 
ing the  competition  both  fair  and  unfair,  but  the  companies  have  no  right  to 
advance  rates  on  property  that  they  are  willing  to  pay  an  agent's  commission 
thereon  of  35%  in  addition  to  other  expenses  direct  or  indirect  of  not  less 
than  10  or  15%. 

It  would  be  far  wiser  to  seek  the  classes  that  have  paid  unreasonably  large 
profits  during  the  past  ten  years  and  reduce  the  rates  thereon,  before  further 
steps  are  taken  to  advance  rates  upon  unprofitable  classes. 

We  hope  there  will  be  many  members  who  will  agree  with  us  in  this  general 
position,  while  we  shall  welcome  a  movement  having  for  its  object  some  de- 
served decrease  in  rates  that  can  be  shown  to  have  proven  excessively  high. 

Yours  very  truly. 

Manager 

P.  S.  Is  it  supposable  that  the  members  of  the  Exchange  would  be  willing 
to  combine  their  ten  years'  experience  of  aggregate  profit  in  this  "  Exchange  " 
field  during  the  past  ten  years?     'Twould  be  a  most  interesting  exhibit. 

Notwithstanding  the  meagre  information  received  as  regards 
actual  figures  from  companies,  the  rate  committee  recommended  on 
August  25,  1908,  an  advance  in  rates  from  16  cents  to  20  cents  on 
household  furniture  in  brick  dwellings.  This  recommendation, 
however,  was  not  approved  by  the  Exchange,  possibly  as  is  indi- 
cated in  the  above  correspondence,  because  it  was  inexpedient. 
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On  March  14,  1910,  an  organization  of  printers  requested  a  re- 
duction in  rate.  The  manager  called  upon  the  companies  for 
their  experience  and  only  20  companies  responded.  Six  com- 
panies out  of  the  20  furnished  partial  returns,  therefore,  the 
figures  from  14  companies -only  were  available.  These  records 
varied  in  covering  periods  ranging  from  two  to  ten  years  and  rep- 
resented a  premium  income  of  over  $1,000,000.  The  loss  ratio 
according  to  this  tabulation  was  approximately  51  per  cent.,  and 
on  the  strength  of  this  the  request  for  reduction  in  rates  was 
denied. 

In  1910,  an  association  of  hotel  men  of  this  city  took  up  with 
the  Exchange  the  matter  of  fire  insurance  rates  on  hotels.  The 
hotel  men  submitted  figures  to  prove  that  the  existing  rates  pro- 
duced a  very  high  profit  and  that  the  rates  should  be  reduced. 
These  figures  showed  that  in  the  five-year  period,  1905-1910,  the 
premiums  on  hotels  and  contents  in  Exchange  area  amounted  to 
approximately  $1,270,000  with  losses  of  $50,000  for  the  same 
period. 

The  experience  of  the  membership  was  collected  and  collatcl 
as  follows: 
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On  September  7,  1910,  the  comniittee  of  the  association  of 
hotel  men  was  informed  that  — 

*  *  *  the  Rate  Committee  somewhat  reluctantly  reached  the  conclusion 
that  at  the  present  time  it  could  not  reconmiend  to  the  Exchange  any  modi- 
fication  of  the  present  hotel  rates.  Briefly  stated,  two  considerations  dictated 
this  decision. 

1.  The  total  premium  income  received  from  insurance  on  buildings  and  con- 
tents of  the  93  hotels  in  our  inquiry,  and  which  are  divided  into  the  four 
groups  of  fireproof  hotels  (41),  fireproof  apartment  hotels  (26),  non-fireproof 
hotels  (23),  and  non-fireproof  apartment  hotels  (3),  is  approximately  $250,- 
000.  Expenses  and  minimum  allowances  for  profits  and  conflagration  reserve 
would  leave,  say,  one-half  of  this  sum  available  to  pay  the  annual  loss  on  the 
class  without  entailing  a  net  loss  thereon  to  the  imderwr iters.  In  other 
words,  in  the  five-year  period  covered  by  your  figures  and  our  own,  the  com- 
panies could  have  lost  an  aggregate  of,  say  $625,000  on  hotel  buildings  and 
contents  in  Kew  York  City  and  then  have  just  "  broken  even  "  on  the  class. 
But,  as  a  matter  of  fact,  $625,000  is  almost  exactly  the  average  amount  of 
insurance  on  each  of  the  93  risks  dealt  with,  the  average  figures  for  building 
apparently  being  $515,000,  and  for  contents  $107,000,  as  nearly  as  can  be 
estimated.  In  other  words,  the  present  rates  on  hotel  properties  would  allow 
for  the  equivalent  of  one  total  loss  in  five  years  out  of  93  risks  written.  The 
fact  that  there  has  been  in  the  actual  five-year  period  under  consideration  not 
only  no  total  loss,  but  only  a  run  of  very  trifling  losses  indeed,  shows  that 
the  results  of  such  a  class  during  such  a  period  form  a  wholly  inadequate 
basis  on  which  to  establish  an  experience  table  for  use  in  the  building  up  or 
modification  of  rates.  If,  for  instance,  the  five-year  period  selected  for  exam- 
ination, instead  of  being  that  covered  by  the  years  1905-1910,  had  been  the 
somewhat  earlier  period  of  similar  length  during  which  the  destruction  of  the 
Hotel  Windsor  and  the  very  bad  damage  to  the  Park  Avenue  from  the  Armory 
fire  both  occurred,  the  whole  showing  would  be  reversed.  The  fact  that  there 
has  been  a  phenominally  fortunate  experience  on  hotels  for  five  years  goes  no 
way  at  all  to  the  establishment  of  the  average  which  alone  can  be  of  use  as 
a  basis  for  insurance  rates.  No  period  which  is  not  long  enough  fairly  to 
indicate  the  average  interval  between  total,  substantially  total,  or  at  least 
heavy,  losses,  can  be  relied  upon  for  such  a  purpose. 

Theoretically,  it  would  be  hard  to  satisfy  experienced  underwriters  that  an 
average  rate  of  .39  on  building  and  .68  on  contents,  which  is  shown  by  our 
records  for  the  93  risks  dealt  with,  is  an  exorbitant  one,  or  likely  in  the  long 
run  to  yield  a  profit  greater  than  the  average  in  the  underwriting  business, 
and  this  theoretical  reasoning  would  not  be  refuted  by  any  experience  tables 
based  on  a  single  very  fortunate  five-year  period. 

Very  truly  yours, 

Hanageb 

But  the  hotel  men  were  apparently  not  satisfied  with  this  ex- 
planation for  the  question  was  kept  before  the  Exchange.  In 
June,  1911,  a  broker  interested  in  this  class  informed  the  Ex- 
change that  the  organization  of  a  hotel  men's  mutual  was  in  con- 
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templation  and  that  ^'  If  a  reduction  is  to  be  granted,  conditions 
warrant  that  there  be  no  further  delay  if  the  mutual  scheme  is 
to  be  forestalled."  The  rate  committee  then  reached  the  con- 
clusion that  the  rates  for  fireproof  hotels  and  contents  in  Ex- 
change territory  were  too  high  and  instructed  the  rating  depart- 
ment of  the  Exchange  to  prepare  a  revised  schedule  which  would 
have  the  effect  of  reducing  fireproof  hotel  and  contents'  rates  on 
the  average  of  20  per  cent.  Because  new  surveys  were  made  of 
all  the  risks  of  the  affected  class,  the  revised  schedule  did  not  go 
into  effect  until  March,  1912.  No  change  was  made  in  the  method 
of  rating  non-fireproof  hotels. 

On  Jime  14,  1911,  the  Exchange  made  an  advance  in  the  ratings 
of  garment  working  risks.  The  advance  was  made  as  the  result  of 
a  long  continued  agitation  on  the  part  of  several  companies.  The 
first  reference  to  this  subject  appears  to  have  been  made  in  April, 
1909,  when  a  company  reported  that  its  losses  in  Greater  Nev/ 
York  from  January,  1906,  to  February,  1909,  were  105.9  per 
cent,  on  a  premium  income  of  $34,732.  A  second  reference  was 
made  by  a  member  under  date  of  September  1,  1909.  The  losses 
of  this  member  on  clothing  factories  for  seven  years  ending  De- 
cember 31,  1908,  were  stated  to  be  70  per  cent,  on  a  premium  in- 
come of  $155,675. 

No  action  was  taken  at  that  time,  but  the  member  last  re- 
ferred to  continued  to  agitate  this  matter.  There  appears  to  have 
been  some  attempt  to  collect  the  company  experience  upon  the 
class,  but  it  seems  there  was  a  sad  lack  of  uniformity  in  the 
classification  as  kept  by  the  different  companies.  Some  com- 
panies included  sprinklered  risks  and  sweatshops  in  their  general 
classification  of  clothing  factories  and  others  did  not;  some  in- 
cluded corset  and  glove  factories,  collar  and  cuff  factories,  shirt 
makers  and  furriers,  in  the  class  and  others  did  not;  in  fact, 
quoting  the  manager: 

Inquiry  showed  that  there  was  hopeless  non-concurrence  of  Exchange  mem- 
bers as  to  outlines,  divisions  and  subdivisions  of  their  garment  working 
classes,  so  that  while  figures  were  obtained  from  a  number  of  sources,  no  full 
canvass  or  tabulation  was  deemed  practicable. 

The  advance  in  base  rates  affected  the  risks  by  advancing  the 
final  rates  from  10  per  cent,  to  35  per  cent.,  the  poor  risks  whidi 
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were  already  highly  rated-  receiving  the  smaller  percentage  ad- 
vance and  the  large  risks  which  had  received  a  lower  rate  on  ac- 
count of  the  superior  construction  of  building  and  thp  installation 
of  fire  fighting  apparatus  receiving  the  greater  percentage  ad- 
vances. The  class  affected  constituted  25  per  cent,  of  the  manu- 
factured product  of  New  York  City,  and  with  an  average  advance 
of  25  per  cent,  in  the  final  rates  the  annual  premium  increase  may 
be  roughly  estimated  at  $1,000,000.  This  was  by  far  the  most  im- 
portant advance  in  rates  made  on  a  class  of  risks  since  the  organi- 
zation of  the  Exchange,  being  exceeded  in  volume  of  premium  in- 
crease only  by  the  advance  of  1902  in  Brooklyn  on  account  of 
deficiency  of  water  supply  and  the  general  advance  of  1906  on 
account  of  the  San  Francis(*o  earthquake. 

According  to  the  Exchange  agreement,  the  association  was 
formed  be(»aiisc  comparison  of  experience  is  necessary  for  the  de- 
termination of  adequate  and  just  rates  of  premium,  and  such  an 
association  of  underwriters  is  stated  to  be  in  the  mutual  interest 
of  the  underwriter  and  the  property  owner.  Through  the  failure 
of  the  Exchange  members  to  adopt  a  uniform  system  of  classifica- 
tion, and  to  that  extent,  at  least,  the  members  fell  short  of  their 
full  duty  to  the  association,  the  Exchange  was  unable  to  tabulate 
the  companies'  experience,  although  figures  were  obtained  from  a 
number  of  sources.  And  in  making  an  advance  of  possibly 
$1,000,000  per  annum  on  the  incomplete  and  unsatisfactory 
figures  obtained  from  a  chaotic  classification,  the  Exchange  action 
properly  raises  a  doubt  in  the  mind  of  the  insured  whether  the 
Exchange  is  maintained  for  the  mutual  interest  of  the  underwriter 
and  the  property  owner. 

Attention  should  also  be  directed  to  the  fact  that  this  enormous 
advance  took  place  exactly  six  months  after  the  so-called  final  re- 
mission of  the  San  Francisco  advance  (December  14,  1910).  At 
that  time  the  Exchange  issued  a  statement  which  reads  in  part  as 
follows: 

Tlie  committee  shares  in  what  it  believes  to  be  the  general  sentiment  of  the 
Exchange  membership,  that  the  advance  in  rates  made  by  tlie  Exchange  in 
May,  1906,  may  now  be  safely  and  wisely  rescinded,  as  to  almost  all  classes  of 
risks  involved  in  it.  The  results  of  fire  underwriting  operations  in  the  ter- 
ritory of  the  Exchange  during  the  four-and-a-half  years  that  have  passed 
since  that  advance  was  promulgated,  the  evidently  permanent  betterment  that 
has  meantime  been  wrought    (not  without  the  active  assistance  of  the  Ex- 
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change)  in  fire  hazard  conditions  in  that  territory,  and  the  implied  obligation 
under  which  every  rating  organization  rests  to  make  prompt  and  voluntary 
concessions  in  its  ratings  in  recognition  of  any  permanent  reduction  in  the 
loss  ratio  all  tend  to  this  conclusion. 

It  is  therefore  evident  that  six  months  after  the  Exchange 
placed  itself  on  record  that  the  underwriting  profits  were  satis- 
factory, and  that  the  loss  ratio  had  been  reduced  to  an  extent 
which  obligated  the  Exchange  to  put  into  effect  rate  reductions 
amounting  to  about  $1,250,000  per  annum,  the  Exchange  made 
an  advance  in  clothing  manufacturing  rates,  which  nullified  the 
reduction  to  the  extent  of  80  per  cent.  No  compensating  reduc- 
tion in  rates  was  made  on  other  classes,  although  on  June  14, 
11)11,  after  the  advance  was  voted,  the  Exchange  was  virtually  in 
the  same  position  as  it  was  on  December  14,  1910,  when  it  was 
under  implied  obligation  to  reduce  rates. 

On  October  2,  1911,  one  of  the  Exchange  members  who  con- 
ducted an  agency  in  New  York  for  a  number  of  out-of-town  com- 
panies called  attention  to  the  matter  of  reduction  in  premium 
income  on  accoimt  of  the  increased  scope  given  to  the  operation 
of  the  restricted  sprinkler  schedule  and  suggested  offsetting  these 
reductions  by  corresponding  advances  in  the  rates  of  '*  unprofit- 
able classes."  This  member  subsequently  submitted  a  list  of  *'  un- 
profitable classes  "  on  which  he  declared  increases  of  rates  to  be 
necessary.  Another  member  also  furnished  a  list  of  "  unprofit- 
able classes  "  and  it  was  stated  that  "  a  study  of  these  lists  not 
only  showed  that  omnibus  manufacturing  risks  appeared  on  both, 
but  that  many  other  classes  common  to  both  lists  were  such  as 
are  commonly  found  in  buildings  of  omnibus  occupancy,  and 
the  members  of  the  rate  committee  on  comparing  their  own  ex- 
perience were  of  opinion  that  the  bad  record  of  a  large  number  of 
all  the  classes  enumerated  was  really  due  to  the  experience  with 
risks  of  these  classes  which  could  also  be  cross-classified  as  of 
omnibus  manufacturing  character.  Inquiry  of  other  members 
of  the  Exchange  tending  to  confirm  this  conclusion,  the  advance 
of  5  per  cent,  on  building  and  15  per  cent,  on  contents  of  omnibus 
manufacturing  risks  was  recommended."  The  advance  went 
into  effect  December  13,  1911.  Apparently  no  figures  were  col- 
lected. Many  of  these  risks  were  already  heavily  penalized  with 
enormous  occupancy  charges.     It  is  impossible  to  estimate  the 
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amount  of  this  increase^  but  as  the  great  majority  of  non-fire- 
proof mercantile  or  manufacturing  buildings  are  affected  by  the 
increase,  the  advance  must  be  enormous.  This  advance,  together 
with  the  clothing  advance  of  June  14,  1911,  probably  more  than 
offset  the  remission  of  the  San  Francisco  advance  made  on 
December  14,  1910,  and  the  relative  level  of  rates  after  the  advance 
of  December  13,  1911,  was  apparently  as  high  as  it  was  before 
December  14,  1910,  when  the  San  Francisco  advance  was  pro- 
fessedly removed.  In  other  words,  within  one  year,  the  reduc- 
tions made  on  December  14,  1910,  were  offset  by  advances,  leaving 
the  rates  about  where  they  were  before  the  reduction,  excepting 
for  the  fact  that  there  was  a  redistribution  of  the  burden. 

As  of  general  interest,  the  following  figures  regarding  sprink- 
lered  risks  may  be  cited.  In  March,  1909,  from  information 
obtained  from  Exchange  records,  it  was  estimated  that  the  pre- 
mium income  to  stock  companies  on  all  sprinklered  risks  in  Ex- 
change territory  for  three  and  one-third,  years  was  $5,950,000, 
with  $1,230,000  of  losses.  The  above  includes  risks  rated  on  the 
restricted  sprinkler  schedule  as  well  as  on  other  schedules.  The 
estimated  average  rate  was  65  cents  per  $100  of  insurance.  The 
restricted  sprinkler  rates  are  as  low  as  10  cents. 

Other  efforts  than  those  above  recorded  were  made  to  collect 
experience  figures  as  guides  to  possible  rate  charges,  but  requests 
for  such  figures  met  with  few  responses.  It  would  seem  that  the 
companies  quite  generally  were  indifferent  to  these  efforts  on  the 
part  of  the  Exchange  to  obtain  information,  a  rather  strong  indi- 
cation that  existing  rates  were  satisfactory  to  them. 

In  a  statement  submitted  by  the  Exchange  to  the  legislative 
committee  of  1910,  one  of  the  objects  in  fixing  rates  of  premiums 
to  be  charged  for  risks  was : 

So  to  apportion  this  levy  or  insurance  tax,  among  various  classes  of  risks 
as  to  make  each  class  come  as  near  as  possible  to  the  payment  of  its  own, 
losses  and  the  contribution  of  its  proper  proportion  towards  the  expense, 
profit  and  reserve  accounts. 

It  must  be  evident  from  the  foregoing  that  the  Exchange  re- 
ceived but  little  co-operation  from  its  members  to  enable  it  to 
carry  out  this  object,  and  that  this  object  was,  therefore,  not 
achieved.    In  fact,  as  the  rates  in  the  aggregate  are  excessive  (as 
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can  be  gathered  from  the  patrol  figures  as  well  as  from  the  quoted 
letter  written  by  a  member  in  1908  relative  to  the  advance  on 
household  furniture)  it  must  follow  that  the  rates  on  various 
classes  are  inequitable  and  unjustifiably  high. 

Bbokebage  Department 

The  licensing  function  of  the  Exchange  is  exercised  by  the 
brokerage  committee.  It  is  the  duty  of  the  brokerage  committee 
to  issue  a  broker's  certificate  to  all  applicants  duly  qualified  to  re- 
ceive such  certificate,  and  the  membership  of  the  Exchange  is 
pledged  to  pay  brokerage  only  to  those  brokers  who  have  been  so 
certified.  It  is  also  the  duty  of  this  committee,  according  to  the 
wording  of  the  agreement,  '*  to  secure  information  in  regard  to 
applicants  from  all  available  sources  "  before  passing  upon  their 
eligibility ;  if  the  applicant  is  found  satisfactory  he  must  sign  an 
agreement  to  abide  by  the  rules  of  tlie  Exchange  and  the  certifi- 
cate is  granted  him. 

The  brokerage  committee  is  further  required  by  the  Exchange 
agreement  "  to  receive  complaints  against  holders  of  certificates 
or  applicants  from  any  party  presenting  such  complaints."  Upon 
receiving  charges  that  a  broker  has  violated  any  of  the  provisions 
of  the  pledges  and  agreement  signed  by  him,  he  is  given  an  oppor- 
tunity to  appear  before  the  committee  in  his  own  behalf  before 
action  is  taken.  If,  in  the  opinion  of  the  committee,  the  charges 
are  well  founded,  the  certificate  of  the  broker  found  in  violation 
must  be  revoked.  The  broker  then  has  the  right  to  appeal  to  the 
arbitration  or  grievance  committee,  whose  decision  is  final.  The 
appeal  must  be  made  within  ten  days  of  the  mailing  of  notice  of 
revocation  by  the  brokerage  committee.  A  broker  whose  certifi- 
cate has  been  revoked  cannot  receive  a  new  certificate,  except 
upon  the  recommendation  of  the  brokerage  committee  and  a  vote 
of  90  per  cent,  of  the  members  of  the  Exchange  present  at  the 
meeting  before  which  the  application  is  placed. 

It  does  not  seem  necessary,  however,  for  the  brokerage  com- 
mittee to  rely  upon  the  provisions  of  the  Exchange  agreement  to 
terminate  the  certificate  of  any  broker.  Nor  is  it  necessary,  unless 
the  committee  so  desires,  to  give  the  broker  the  right  of  appeal  to 
the  arbitration  committee.    The  committee  may,  at  its  discretion 
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and  without  disclosing  its  reasons^  take  advantage^  at  any  time  it 
sees  fity  of  that  clause  in  the  agreement  signed  by  the  broker,  which 
provides  for  its  termination  after  ten  days'  notice  is  given  of  in- 
tention of  cancelling  such  agreement  by  either  party.  If  the 
committee  decides  upon  cancelling  a  certificate  in  this  manner,  the 
broker  has  no  appeal.  This  makes  the  brokerage  committee  the 
court  of  last  resort  in  practically  all  cases,  for  it  often  happened 
that  when  the  arbitration  committee  overruled  the  brokerage  com- 
mittee, after  that  committee  had  revoked  a  certificate,  the  latter 
then  cancelled  the  agreement  by  a  ten  days'  notice  or  instructed 
the  office  not  to  renew  the  certificate  at  its  expiration. 

The  brokerage  department  is  nominally  under  the  control  of 
the  brokerage  committee.  Routine  matters  are  disposed  of  under 
the  direction  of  the  Exchange  manager's  assistant,  who  is  the 
designated  head  of  the  department,  and  matters  requiring  action 
on  the  part  of  the  brokerage  committee  are  apparently  passed 
upon  by  that  committee  in  a  perfunctory  manner,  in  accordance 
with  the  recommendations  of  the  head  of  that  department,  unless 
the  personal  interest  of  a  member  is  affected  or  outside  pressure  is 
brought  to  bear  upon  the  committee. 

When  the  Exchange  agreement  first  went  into  effect  in  1899, 
the  brokers  then  transacting  business  received  certificates  upon 
recommendation  to  the  Exchange  by  companies  with  whom  they 
did  business.  This  practice  was  discontinued  early  in  1900^. 
The  brokerage  committee  has  since  established  certain  require- 
ments by  which  it  measures  applicants  for  the  certificates.  The 
Exchange  agreement  prohibits  the  issuance  of  a  certificate  to  any 
clerk  or  employee  of  the  assured,  or  to  a  person  who  handles  in- 
surance for  only  one  person  or  firm  or  individual  members  of 
such  firm.  There  are  no  other  fixed  rules,  but  rulings  made  by 
former  brokerage  committees  are  usually  accepted  as  precedent? 
or  guides  by  the  brokerage  committees  as  subsequently  constituted, 
and  applicants  are  generally  considered  accordingly. 

During  the  first  few  months  of  the  Exchange's  existence,  no 
charge  was  made  for  the  certificate.  Beginning  with  April,  1900, 
an  annual  fee  of  $2.50  was  charged,  which  was  increased  to 
$5  on  May  1,  1904,  and  since  May  1,  1909,  the  fee  has  been  $10. 
When  a  certificate  holder  failed  to  renew  his  certificate  at  expira- 
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tion,  he  was  charged  an  additional  fee  of  $3  if  a  new  application 
was  filed  and  approved  within  six  months  of  the  expiration  of  the 
old  one.  If  a  broker,  when  renewing  his  certificate,  could  not 
for  any  reason  return  the  old  one  to  the  Exchange  office,  he  was 
penalized  $1.  All  of  the  above  charges  have  been  abolished  since 
the  eiuictment  of  the  amended  section  141  of  the  Insurance  Law, 
which  prohibited  rating  organizations  from  collecting  fees  from 
brokers. 

The  brokerage  files  contain  about  35,000  file  numbers,  each 
number  representing  at  least  one  application,  and  in  some  cases 
as  many  as  ten  applications. 

The  papers  relating  to  approximately  600  cases  were  examined. 
Of  this  number,  about  400  were  picked  at  random  from  the  files 
and  included  cases  where  certificates  are  now  in  force  as  well  as 
applications  that  had  not  been  approved,  or  where  the  certificate 
had  been  tenninated  either  by  expiry,  cancellation  or  revocation. 
The  rest  were  picked  for  examination  from  the  minutes  of  the 
brokerage  committee.  In  addition  to  the  examination  of  these 
cases,  the  minutes  of  the  brokerage  committee  were  gone  over  in 
considerable  detail  from  the  time  its  activities  were  begun  up  to 
the  date  of  this  examination. 

The  committee  has  in  many  cases  set  aside  the  rules  that  are 
ordinarily  applied  in  considering  applications,  renewals,  or 
charges.  These  deviations  from  the  usual  practice  are  by  no 
means  the  result  of  inadvertence  but  are  deliberately  made.  They 
are  even  recorded  as  "  exceptions,''  a  card  index  being  maintained 
for  the  purpose  of  keeping  track  of  them.  Due  to  the  fact  that 
the  membership  of  the  committee  is  continually  changing,  it  has 
been  the  practice  of  the  office  to  submit  the  names  of  certificate 
holders  who  received  their  certificates  as  '^  exceptions "  for  pos- 
sible action  just  prior  to  renewal  each  year.  But  the  committee 
rarely  ordered  a  certificate  dropped  that  had  been  issued  by  a 
former  membership  in  violation  of  the  professed  rules  of  the  Ex- 
change. Such  certificates  are  almost  invariably  continued  by  a 
resolution  containing  the  statement  that  '^  present  members  of  the 
committee  do  not  see  their  way  clear  to  reverse  decision  as  arrived 
at  by  previous  units  on  the  committee." 

The  "  exception  "  file  shows  that  about  700  exceptions  to  rules 
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or  established  practice  were  officially  made.  This  figure  does  not 
include  subsequent  reaffirmation  of  ^^exceptions''  made  when 
they  were  brought  up  for  renewal. 

A  great  variety  of  reasons  prompted  the  committee  in  making 
these  exceptions.  In  many  cases,  the  granting  of  certificates  in 
this  way  is  undoubtedly  due  to  the  fact  that  the  personal  interests 
of  one  or  more  members  were  served  thereby.  Personal  interests 
seem  to  enter  quite  strongly. 

Very  often  a  certificate  is  granted  only  because  some  prominent 
company  official  urges  that  it  be  granted.  A  potent  weapon  to 
procure  the  backing  of  insurance  interests  regardless  of  rules  is 
the  control  of  a  large  amount  of  business.  The  argument  often 
used  in  this  connection  is  that  other  certificates  are  also  out  in 
violation  of  the  rules  and  therefore  the  case  in  question  should 
also  be  favorably  decided  regardless  of  rules.  The  records  also 
show  that  when  applicants  have  the  backing  of  men  prominent  in 
politics  the  rules  are  apt  to  be  overlooked.  Men  holding  public 
office  appear  to  have  had  no  difficulty  in  obtaining  certificates,  nor 
did,  in  short,  anyone  who  could  cause  sufficient  pressure  to  be 
exerted  in  his  behalf.  On  the  other  hand,  numerous  applications 
were  rejected  for  trival  or  no  reasons,  the  applicants,  in  many 
such  instances,  apparently  unable  or  unwilling  to  enlist  the  aid 
of  influential  persons,  abandoned  their  efforts  to  secure  Exchange 
certificates  after  one  or  two  fruitless  attempts. 

One  of  the  rules  of  the  committee  is  that  when  an  applicant 
has  once  been  rejected  a  further  application  will  not  be  considered, 
unless  presented  by  a  voting  member  of  the  Exchange.  The 
records  plainly  show  that  in  many  cases  where  one  application 
has  been  impartially  judged  by  the  rules  and  rejected,  the  subse- 
quent applications  bring  out  the  influence  which  in  many  cases 
cause  the  committee  to  reverse  itself  and  issue  a  certificate  with 
no  change  in  the  conditions  from  what  they  were  when  the  first 
application  was  rejected. 

Although  a  record  is  kept  by  the  brokerage  department  of  the 
certificates  issued  to  applicants  not  in  accord  with  the  rules  or 
established  practice  of  the  brokerage  department,  no  record  is  kept 
of  the  applications  rejected  where  the  applicants  had  in  every 
respect  complied  with  those  rules.  A  number  of  such  cases  de- 
veloped among  the  six  hundred  and  odd  cases  examined. 
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The  committee  never,  excepting  in  an  occasional  case,  divulges 
the  reasons  for  its  action.  When  an  application  is  rejected  the 
applicant  does  not  know  upon  what  grounds  adverse  action  was 
taken,  nor  has  he  any  official  and  open  means  of  ascertaining  the 
reasons.  Despite  this,  the  rule  of  the  committee  is  that  further 
application  from  a  broker  once  rejected  will  only  be  considered 
if  presented  by  a  voting  member  of  the  Exchange,  who,  in  addi- 
tion to  presenting  the  application,  must  state  "  his  reason  or 
reasons  "  as  to  why  the  new  application  should  be  entertained. 
It  is  obviously  absurd  to  make  such  a  condition  when  the  appli- 
cant is  not  told  why  his  first  was  rejected;  he  cannot  correct  what 
may  be  remediable  faults  in  the  application  or  in  his  mode  of 
conducting  his  business,  nor  is  he  in  a  position  to  controvert  alle- 
gations that  may  have  militated  against  him.  Examination  of 
the  records  shows  that  the  ^*  reasons  "  given  are  merely  generalities 
in  many  cases,  while  in  others  the  letters  show  that  the  information 
necessary  to  the  successful  submission  of  a  further  application  is 
permitted  to  leak  out  in  an  unofficial  way,  or  is  verbally  hinted  by 
the  head  of  the  brokerage  department. 

The  committee's  policy  of  secrecy  often  works  unnecessary  hard- 
ship. Further,  it  causes  the  decisions  of  the  committee  to  appear 
purely  arbitrary,  and  often  unjust  and  tyrannical.  A  considerable 
proportion  of  the  rejections,  for  instance,  are  made  because  one 
of  the  references  given  in  the  application  has  not  returned  the 
Exchange's  query  sheet.  This  omission  is,  of  course,  sometimes 
due  to  the  fact  that  the  reference  given  does  not  feel  that  he 
can  honestly  recommend  the  applicant  for  favorable  consideration. 
But  in  many  cases  the  non-receipt  of  a  reply  from  a  reference  is 
undoubtedly  due  to  neglect  or  unintentional  oversight.  In  such 
cases,  the  applicant  if  apprised  of  the  facts  could  probably  supply 
other  satisfactory  references.  Under  the  committee's  practice, 
however,  he  merelv  receives  a  terse  notice  to  the  effect  that  "the 
brokerage  committee  considered  application  for  a  certificate  and 
de<*lined  to  issue  same." 

Other  rulings  equally  harrassing  and  unwarrantably  interfer- 
ing with  brokers  were  noted,  and  the  uneven  application  of  the 
rulings  indicate  either  undue  favoritism  or  gross  discrimination. 
Thus,  a  partnership  had  to  incorporate  in  order  to  retain  the 
word  "  Company  "  in  its  business  title.    Another  had  to  drop  the 
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word  in  order  to  obtain  a  certificate,  t^hile  still  another  received  a 
certificate  without  molestation.  Again,  an  insurance  broker  who 
was  in  partnership  with  another  in  a  business  other  than  fire  insur- 
ance was  required  to  have  his  partner  sign  the  Exchange  pledges, 
while  under  exactly  similar  conditions  another  broker  was  not 
"  annoyed."  A  broker  who  was  interested  in  extensive  real  estate 
operations  in  Exchange  area  retained  his  certificate,  while  another 
broker  who  was  interested  in  real  estate  operations  outside  of 
Exchange  area  was  required  to  sever  his  connections  with  the  real 
estate  concern,  before  obtaining  the  Exchange  certificate.  A 
corporation  was  denied  a  certificate  for  refusing  to  give  u  list  of 
its  sharelioldor?,  while  another  received  a  certificate  without  even 
being  asked  for  such  a  list.  A  broker  lost  his  certificate  for  re- 
fusing to  furnish  articles  of  incorporation  of  a  concern  of  which 
he  was  officer  and  stockholder,  whereas  another  broker  received 
his  certificate  without  being  required  to  furnish  similar  informa- 
tion, and  still  another  broker  in  order  to  retain  his  certificate  had 
to  obtain  from  the  secretary  of  state  a  copy  of  the  articles  of  in- 
corporation of  a  defunct  concern  of  which  he  was  once  an  officer. 

A  corporation  was  refused  a  certificate  for  having  a  capital  less 
than  $1,000,  while  other  corporations  having  a  capital  of  $500 
or  $600  had  no  difficulties  in  this  respect.  Some  applicants  were 
refused  certificates  because  they  were  engaged  in  occupations 
other  than  insurance,  whilst  others  engaged  in  identical  occupa- 
tions received  their  certificates.  In  one  case  a  certificate  was  re- 
fused to  a  corporation  because  it  was  not  authorized  to  transact  an 
insurance  brokerage  business  and  five  days  later  a  certificate  was 
issued  to  another  corporation  under  precisely  the  same  conditions. 

The  autocratic  attitude  of  the  brokerage  department  and  its 
committee  is  quite  in  evidence  throughout  the  mass  of  material 
going  to  make  up  the  brokerage  files.  Brokers  were  requested  to 
call  at  the  office  for  the  most  trival  reasons,  and  the  failure  of 
brokers  to  comply  with  the  request  was  usually  followed  by  a 
threat  of  cancellation  of  their  certificates.  Brokers  or  applicants 
who  were  inclined  to  criticise  any  act  or  decision  of  the  brokerage 
committee,  or  question  its  authority,  were  likely  to  bring  trouble 
upon  themselves. 

The  members  of  the  Exchange  themselves  seem  to  be  in  doubt 
just  where  to  place  the  blame  for  the  unnecessary  friction  between 
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the  Exchange  and  the  brokers  —  whether  to  place  it  upon  the 
brokerage  committee  or  upon  the  brokerage  department. 

Insurance  brokers  are  by  law  defined  to  be  the  agents  of  the 
insured,  but  the  principle  upon  which  the  brokerage  department 
operates  was  stated  by  the  attorneys  for  the  Exchange  in  1901, 
the  opinion  in  part  being  as  follows : 

It  is  our  opinion,  moreover,  that  your  committee,  acting  as  the  agent  of 
the  companies  who  employ  brokers,  has  an  absolute  discretion  as  to  whom  it 
will  recommend  for  employment,  and  is  not  accountable  even  for  an  abuse  of 
such  discretion  except  to  companies  whom  it  represents. 

Accordingly,  it  is  not  surprising  that  we  find  in  1905  ,the  case 
of  a  broker  who  was  properly  impressed  with  his  duty  towards  the 
Exchange  after  he  had  solicited  business  on  the  grounds  that  he 
was  specially  qualified  to  secure  reductions  in  rate.  In  a  letter 
written  by  the  manager  to  the  broker  in  question,  the  following 
sentence  occurs: 

I  beg  to  call  your  attention  to  the  fact  that  your  standing  as  a  broker  is 
certified  to  by  this  Exchange  and  we  do  not  propose  to  extend  the  certificate 
to  men  who  make  use  of  it  to  injure  the  Exchange. 

The  Exchange  possessing  this  power  of  life  or  death  over  its 
certified  brokers,  it  is  readily  conceivable  that  the  brokers'  activi- 
ties would  not  be  directed  with  an  eye  single  to  the  interests  of 
his  clients,  for  fear  that  such  activities  would  be  construed  as  an 
injury  to  the  Exchange. 

In  practice,  the  qualifications  called  for  by  the  rules  of  the 
committee  have  been  found  to  be  quite  perfunctory  and  rather 
inadequate  as  far  as  the  protection  of  the  public  against  unde- 
sirables is  concerned. 

The  conditions  surrounding  the  issuance  of  brokers'  licenses  by 
the  Exchange  are  now  affected  by  the  enactment  of  section  143  of 
the  Insurance  Law  which  requires  the  Superintendent  of  Insur- 
ance to  issue  certificates  of  authority  to  insurance  brokers  who  are 
trustworthy  and  competent  to  transact  the  insurance  brokerage 
business  in  such  manner  as  to  safeguard  the  interests  of  the  in- 
sured. It  is  the  announced  intention  of  the  Exchange  to  co- 
operate to  the  fullest  extent  with  the  Insurance  Depiirtment  in  its 
administration  of  this  law  and  with  this  object  in  view  to  regulate 
the  conduct  of  its  own  brokerage  department  so  as  to  be  in  har- 
mony with  the  policy  adopted  by  the  State. 
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Commissions 

Apparently  no  organization  like  the  Exchange  can  exist  merely 
upon  the  basis  of  an  agreement  by  the  subscribing  companies  to 
maintain  certain  rates.  Unless  the  rates  of  commission  are  also 
£xed  and  uniformly  adhered  to  by  the  companies,  disintegration, 
brought  about  by  the  competition  for  the  business  of  the  broker 
by  the  offer  of  higher  commissions,  would  soon  set  in.  The  Ex- 
change agreement,  therefore,  fixes  the  rates  of  commission  to  be 
paid  by  subscribing  companies  to  brokers,  and  also  limits  the 
number  of  agencies  and  branch  offices  each  company  may  main- 
tain in  the  area  of  the  Exchange.  The  Exchange  agreement,  how- 
ever, was  not  considered  sufficiently  strong  to  prevent  companies 
from  evading  or  ignoring  the  provisions  regarding  brokerage  and 
commissions.  The  plan  was  therefore  devised  which  enables  the 
Exchange  to  maintain  control  over  brokers,  and  by  means  of  such 
control  to  insure  adherence  on  the  part  of  the  companies  to  the 
provisions  of  the  Exchange  agreement.     This  control  is  effected: 

1.  By  requiring  brokers  to  secure  certificates  from  the  Ex- 
change before  they  can  secure  any  commissions  from  the  Ex- 
change companies. 

2.  By  requiring  brokers  to  pledge  themselves  not  to  accept  from 
any  company  any  coinmission  for  business  placed  with  them  in  ex- 
cess of  that  permitted  by  the  rules  of  the  Exchange. 

This  pledge,  known  as  "  Broker's  Pledge,  Class  I,"  reads  as 
follows : 

In  consideration  of  the  commissions  or  brokerages  at  the  current  rate  that 
may  be  fixed  and  established  for  the  time  being  by,  and  to  be  paid  by  the 
members  of  the  New  York  Fire  Insurance  Exchange,  I  hereby  promise  and 
agree  that  I  will  not,  directly  or  indirectly,  pay  to  or  divide  with  any  person 
not  holding  a  Broker's  Certificate  from  the  Exchange,  any  commission  or 
brokerage,  nor  will  I  receive  from  any  company  or  agent,  directly  or  indi- 
rectly, any  remuneration  for  business  placed  with  them  in  excess  of  that  per- 
mitted by  the  rules  of  the  Exchange. 

It  becomes  evident  that  by  binding  the  broker  in  this  manner 
the  violation  of  the  agreement  by  members  becomes  a  more  diffi- 
cult matter,  involving  as  it  does  not  only  punishment  of  the  mem- 
ber, if  detected,  but  also  the  probable  termination  of  the  broker's 
certificate,  this  latter  disciplinary  measure  practically  debarring 
the  broker  from  further  carrying  on  his  business. 
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A  further  object  in  maintaining  control  over  brokers  is  to  dis- 
courage them  from  placing  insurance  with  companies  who  are  not 
members  of  the  Exchange,  thus  obliging  companies  who  are  de- 
sirous of  writing  insurance  in  Exchange  area  to  subscribe  to  the 
Exchange  agreement.  This  result  is  secured  by  fixing  the  broker- 
age at  a  certain  level  referred  to  in  pledge,  Class  I  as  the  "  cur- 
rent rate,"  and  allowing  the  broker  an  additional  5  per  cent,  if 
he  will  further  pledge  himself  to  give  prefei-ence  to  members  of 
the  Exchange  in  placing  his  business.  This  second  pledge  is 
known  as  "  Broker's  Pledge,  Class  II,"  and  reads : 

In  consideration  of  the  payment  to  be  made  to  me  of  an  additional  five  pei 
cent,  to  the  commissions  or  brokerages  as  provided  for  in  Broker's  Pledge,  Class 
I,  signed  by  me,  I  hereby  promise  and  agree,  in  addition  to  said  pledge,  that 
in  placing  insurance  I  will  give  the  preference  to  the  members  of  the  New 
York  Fire  Insurance  Exchange,  and  that  I  will  not  place  any  risk  with  those 
not  members  unless  I  cannot  secure  sufficient  insurance  on  such  risks  from 
members  of  the  Exchange,  in  which  case  I  agree  to  file  with  the  Secretary  of 
the  Exchange,  within  one  week  of  so  placing,  a  list  of  such  outside  company 
or  companies  in  which  same  has  been  placed,  with  the  name  of  the  assured, 
location  of  risk  and  the  amount  of  insuran'.'c  given  them. 

The  current  rate  of  brokerage  on  churches,  schoolhouses,  dwell- 
ings, private  stables,  stores  and  dwellings  and  their  contents  is 
15  per  cent.  The  rate  of  brokerage  on  all  other  risks  located  in 
the  congested  district  of  Manhattan  bounded  on  the  south  by 
Chambers  and  New  Chambers  streets  and  on  the  north  by  14th 
street  is  5  per  cent.,  and  the  rate  on  all  other  risks  located  outside 
of  the  congested  district  in  the  remainder  of  the  territory  of  the 
Exchange  is  10  per  cent.  The  additional  5  per  cent,  allowed  to 
the  broker  upon  his  signing  pledge  Class  II  amounts  to  25  per 
cent.,  33Vr5  per  cent.,  or  50  per  cent,  of  his  total  commissions,  ac- 
cording to  the  nature  or  location  of  the  risk  insured.  Refusal  on 
the  part  of  the  broker  to  sign  pledge  Class  II  would  so  seriously 
impair  his  income  as  to  make  it  virtually  compulsory  on  his  part 
to  sign  both  pledges.  It  may  be  pointed  out  that  should  a  broker 
sign  pledge  Class  I  only,  he  would  be  permitted  to  receive  not 
more  than  the  "  current "  rate,  not  only  from  the  Exchange  com- 
pany, but  also  from  any  non-exchange  company,  being  thus  de- 
prived of  the  additional  5  per  cent,  commission  on  business  placed 
with  Exchange  or  non-exchange  companies.  That  pledge  Class  I 
and  pledge  Class  II  are  firmly  coupled  was  quite  evident  when 
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the  Exchange  limited  commissions  on  risks  rated  under  the  re- 
stricted sprinkler  schedule  to  5  per  cent,  when  that  schedule  was 
adopted.  This  matter  was  sharply  brought  to  the  attention  of  the 
Exchange  by  a  broker  in  1910,  who  claimed  that  by  signing 
pledges  I  and  II  the  Exchange  companies  were  obligated  to  pay 
him  some  commission  in  consideration  of  pledge  I  and  an  addi- 
tional 5  per  cent,  under  pledge  II,  but  if  the  total  commission 
amounted  only  to  5  per  cent.,  then  he  received  commission  under 
pledge  II,  and  nothing  under  pledge  I.  The  broker's  claim  for 
additional  commission  was  denied,  this  decision  being  made  by 
the  Exchange  with  the  firm  conviction  that  the  arbitration  com- 
mittee could  be  relied  upon  to  rule  against  the  broker,  should  the 
broker  carry  his  claim  to  that  committee,  the  broker  having 
agreed : 

To  observe  and  abide  by  the  rules  relating  to  brokers  and  brokerages  and 
commissions  that  may  from  time  to  time  be  provided  by  the  Exchange,  and 
to  accept  as  final  the  decision  of  the  Arbitration  or  Grievance  Committee  of 
the  Exchange  with  respect  to  any  charge  of  violation  of  such  rules. 

The  weakness  of  the  Exchange  position  was  nevertheless  recog^ 
nized  and  the  5  per  cent,  limitation  of  commissions  on  risks  rated 
under  the  restricted  sprinkler  schedule  was  thereupon  removed. 

All  brokers  certified  by  the  Exchange  have  signed  both  pledges 
Class  I  and  Class  II. 

Branch  office  managers  may  receive  the  regular  broker's  com- 
mission together  with  an  over-riding  commission  of  10  per  cent, 
and  an  additional  5  per  cent,  commission  contingent  upon  the 
.  profits  of  the  branch  office. 

The  Exchange  has  no  rules  governing  the  rate  of  compensation 
to  be  paid  to  head  agents  or  managers.  The  prevailing  rate  of 
commissions  paid  to  agents  is  the  regular  brokerage  plus  an  over- 
riding commission  of  10  per  cent,  with  a  5  per  cent,  contingent 
interest  in  the  profits  of  the  agency,  although  ST)  per  cent,  to  45 
per  cent,  inclusive  of  brokerage  have  in  some  instances  been  paid. 

The  rules  of  the  Exchange  as  to  brokerage  and  commission 
apply  to  the  writing  of  torando  insurance  as  well  as  fire  insurance. 

Work  of  the  Exchange 

In  concluding  this  report  it  is  proper  to  call  attention  to  the 
stupendous  task  imposed  upon  the  Exchange  in  rating  the  varied 
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and  complex  interests  in  its  territory  and  keeping  pace  with  the 
interminable  changes  occurring  in  construction,  occupancy  and 
equipment  as  well  as  keeping  abreast  of  new  conditions.  The 
great  and  increasing  mass  of  this  work  is  performed  efficiently, 
satisfactorily  and  as  expeditiously  as  the  trained  staff  and  em- 
ployees can  handle  and  dispose  of  it.  Thousands  of  rate  changes 
affecting  classes  of  risks  and  individual  risks  are  made  annually ; 
hundreds  upon  hundreds  of  questions  are  raised  affecting  rates 
and  rules  which  are  passed  upon  and  disposed  of  to  the  satisfac- 
tion of  all  interests  concerned,  but  which,  for  that  very  reason  at- 
tract little  attention  and  excite  no  comment.  Considerable  space 
is  devoted  in  the  preceding  pages  to  criticism  of  particular  acts 
and  practices  of  the  Exchange,  but  for  reasons  above  stated  such 
criticisms  have  a  tendency  to  overshadow  the  more  numerous 
occasions  and  more  general  practices  affecting  commendable  fea- 
tures of  the  work  of  the  Exchange.  The  public  benefits  incidental 
to  the  work  of  the  Exchange  should  also  be  dwelt  upon,  and  they 
can  be  best  stated  by  quoting  from  the  memorandum  prepared  by 
the  New  York  Fire  Insurance  Exchange  and  submitted  to  the 
joint  legislative  committee  in  1910: 

First —  Improved  Fire  Protection  and  Water  Supply: 

There  can  be  no  doubt  that  the  practice  maintained  from  the 
firgt  by  the  Exchange  of  including  in  its  rates  a  charge  for  de- 
fective water  supply  and  fire  protection  and  making  prompt  al- 
lowance for  betterments  in  these  respects,  has  contributed  largely 
to  the  improvement  in  fire  protection,  both  public  and  private, 
that  has  been  so  marked  a  feature  of  the  recent  history  of  New 
York.  When  the  high  pressure  service  was  installed  in  certain 
areas,  first  in  Manhattan  and  then  in  Brooklyn,  the  Exchange 
made  prompt  reductions  in  its  rates,  although  its  members  fully 
expected  that  the  reduced  risks  of  a  conflagration  would  be  offset 
in  large  part  by  increased  water  damages  to  stocks,  especially 
during  the  experimental  period  of  the  first  year  or  two  —  an  ex- 
pectation quite  justified  by  the  outcome. 

Second  —  The  Rapid  Rebuilding  of  New  York  as  a  Fireproof 
City: 
The  exchange  has  done  almost  more  than  any  other  agency 
both  to  improve  the  quality  of  so-called  fireproof  construction,  by 
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charging  for  defects,  and  to  encourage  by  its  very  low  fireproof 
building  rates  the  multiplication  of  standard  fireproof  structures 
and  the  breaking  up  of  great  areas  of  conflagration  breeders. 
The  difference  between  properly  and  improprly  protected  girders, 
columns  and  beams  is  one  that  architects  and  owners  have  largely 
learned  from  underwriters,  whose  knowledge  has  been  put  before 
them  in  the  persuasive  form  of  discriminating  rales.  It  is  now  a 
common  practice  for  architects  to  submit  plans  for  new  buildings 
and  improvements  to  the  Exchange  for  comment  and  criticism, 
and  in  order  to  secure  advance  information  as  to  probable  rates. 

Third  —  Relation  of  the  Exchange  to  Trade  Associations,  etc: 

The  office  of  the  Exchange  has  always  been  open  for  confer- 
ences with  committees  or  representatives  of  trade  associations  of 
all  kinds  in  order  to  secure  a  free  interchange  of  information  as 
to  hazards,  trade  conditions  and  the  make-up  and  results  of  the 
rate-making  schedules  applicable. 

Fourth  —  Storage  Warehouse  Schedules,  Forms  and  Rules: 

No  better  illustration  can  be  found  of  the  way  in  which  the 
Exchange  combines  the  work  of  careful  discrimination  of  hazard 
with  that  of  safeguarding  the  public  as  well  as  the  underwriters 
from  the  unnecessary  threat  of  fire,  than  in  its  well-known  "Alpha- 
betical List  of  Charges  for  Merchandise  in  Listed  Storage  Stores  " 
and  the  rules  and  forms  accompanying  it.  Not  only  are  separate 
rates  made  for  some  1,500  kinds  of  commodities  likelv  to  be  found 
in  such  stores,  but  regulations  are  framed  and  enforced  against 
the  storage  of  articles  of  high  hazard  in  the  same  premises  with 
non-hazardous  merchandise. 

Fifth  —  Miscellaneous: 

Among  the  kinds  of  improvements  brought  about  by  Exchange 
methods,  and  of  which  no  mention  is  made  by  classes  in  the  fore- 
going paragraphs,  may  be  included  the  removal  of  imtidy  (dirty) 
conditions ;  installation  of  metal  receptacles  for  ashes,  waste,  etc., 
vacuum  exhausts  for  shavings  and  wood  dust  into  vaults;  instal- 
lation of  water  casks  and  pails;  the  provision  of  metal  gas  con- 
nection in  place  of  rubber  tubing;  restriction  and  regulation  of 
gasoline;  correction  of  defective  electric  wiring;  installation  of 
chemical  hand  fire  extinguishers;  th,e  enclosing  of  stair,  elevator 
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and  other  openings  between  floors;  protection  of  window  open- 
ings ;  the  discouragement  of  large  and  unbroken  areas  and  exces- 
sive heights;  the  introduction  of  fire  walls;  the  installation  of 
automatic  sprinklers;  brick  construction  in  place  of  frame;  fire- 
proof construction  in  place  of  ordinary,  etc.,  etc.  Not  less  than 
16,000  improvements  of  this  kind  are  made  annually  and  allow- 
ance granted  therefor  in  rates  by  the  Exchange.  Collateral  to 
this  the  Exchange  gives  information  to  the  public  as  to  how  im- 
provements shall  be  made,  furnishing  without  charge  (unless  the 
undertaking  be  a  very  large  one  calling  for  an  unusual  amount  of 
time  and  attention)  information  and  instructions  as  to  the  "In- 
stallation of  Fire  Pails,"  "  Receptacles  for  Ashes,  Rubbish  and 
Other  Waste,"  "  Watchman  and  Clock  Service,"  "  Fire  Resisting 
Appliances,"  "  Chemical  Hand  Fire  Extinguishers ; "  in  addition 
to  which  reams  of  manuscript  instructions  are  given  out  in  answer 
to  special  inquiries  every  year.  Copies  of  the  schedule  of  his* 
rate  may  be  had  by  any  property  owner  for  the  asking,  and  he  is 
thus  able  to  see  exactly  how  his  rate  is  made  up  and  how  reductions 
can  be  obtained  by  making  specific  improvements. 

Becommendations 

1.  There  are  no  figures  officially  gathered  which  will  accurately 
reflect  the  ratio  of  losses  to  premiums  in  Exchange  territory. 
From  such  figures  as  are  available  it  would  appear  that  the  rates 
levied  by  the  Exchange  produced  an  average  underwriting  profit 
of  not  less  than  14  per  cent,  for  the  entire  period  of  its  existence 
—  a  profit  indicating  excessive  rates.  Practically  all  rating  is 
done  independently  of  other  rating  organizations  upon  bases  and 
schedules  peculiar  to  the  Exchange  and  it  should  be  considered  a 
matter  of  importance  to  ascertain  the  premium  rate,  the  premium 
volume  and  the  loss  ratio  in  order  to  test  the  results  of  its  rating 
methods.  It,  therefore,  seems  almost  incredible  that  no  system- 
atic effort  was  ever  made  by  any  one  in  authority  to  ascertain 
these  figures.  The  premiums  collected  in  Exchange  area  amount 
almost  to  10  per  cent,  of  the  premiums  collected  in  the  whole 
country  and  they  are  not  exceeded  in  volume  by  any  State  in  the 
Union  (New  York  excepted).  The  volume  of  business  being  suf- 
ficiently large  to  justify  separate  tabulation,  and  especially  in 
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view  of  the  necessity  of  such  tabulation  for  the  purpose  of  testing 
the  adequacy  or  equity  of  its  ratings  in  the  aggregate,  it  is  recom- 
mended that  the  Exchange  begin  the  systematic  collection  of  loss 
figures  as  well  as  amounts  at  risk  in  addition  to  its  present  prac- 
tice of  collating  the  premiums  written  in  its  territory. 

Although  available  statistics  indicate  an  undue  profit  for  the 
entire  period  of  the  existence  of  the  Exchange,  the  above  recom- 
mendation does  not  carry  with  it  a  suggestion  for  an  immediate 
reduction  in  rates  solely  because  of  the  poor  experience  during 
the  years  1911  and  1912,  the  losses  averaging  51  per  cent,  of 
the  premium  income  for  the  two  years.  It  is  impossible  to  state 
at  the  present  time  whether  the  heavy  losses  of  1911  and  1912 
were  the  result  of  purely  accidental  causes  or  whether  they  were 
the  result  of  conditions  which  would  tend  to  produce  permanently 
a  higher  burning  ratio.  Should  it  develop  that  the  loss  ratios 
of  1911  and  1912  have  become  the  normal  loss  ratio,  the  present 
rates  would  not  seem  to  be  excessive.  On  the  other  hand,  shouhl 
the  loss  volume  recede  to  figures  more  in  accord  with  the  normal 
losses  incurred  prior  to  1911,  the  obligation  of  the  Exchange  to 
reduce  its  ratings  would  be  plain. 

2.  Effective  measures  should  be  adopted  in  order  to  enable  the 
Exchange  to  obtain  the  experience  of  companies  on  the  various 
classes  rated  by  it.  Rates  should  then  be  fixed  upon  the  various 
classes  in  the  light  of  that  experience,  aided  by  judgment  and 
good  faith  so  that  such  rates  as  between  classes  shall  be  as  nearly 
equitable  as  it  is  possible  to  make  them.  The  Exchange  has 
adopted  a  classification  which  it  employs  in  its  work,  but  hereto- 
fore the  companies  have  failed  to  co-operate  to  make  the  classifica- 
tion useful.  It  is  incumbent  upon  the  companies,  who  receive 
the  benefits  of  association,  to  make  equitable  rates,  and  if  neces- 
sary for  that  purpose,  to  adopt  a  common  system  of  classifica- 
tion. If  the  present  methods  of  classification  are  valueless  for 
rate-making  purposes,  then  some  other  method  should  be  devised, 
for  rate-making  by  combination,  which  bears  no  equitable  relation- 
ship to  experience,  is  both  indefensible  and  intolerable. 

3.  During  the  fourteen  years  of  its  existence,  the  Exchange  has 
formulated  and  adopted  possibly  thousands  of  rules  —  and  ex- 
ceptions.    Until   recently,  no  systematic  attempt  was  made  to 
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record  these  rules  and  they  have  failed  to  receive  the  degree  of 
publicity  to  which  they  were  entitled.  The  rules  should  be  col- 
lated and  overhauled,  and  where  it  has  been  found  in  practice 
that  a  rule  works  hardship  or  injustice  the  rule  should  be  properly 
modified.  The  rules  should  be  kept  in  such  form  as  to  be  easily 
accessible  to  brokers  and  others  interested. 

4.  The  exposure  table  and  rules  for  application  should  be 
promptly  modified  so  that  the  results  shall  be  more  in  accord 
with  reason  and  equity. 

5.  The  schedules  of  risks  which  constitute  direct  exposures  to 
other  risks  should  be  available  to  all  owners  and  tenants  of  the 
latter,  not  only  as  a  matter  of  equity,  but  also  to  afford  them  op- 
portunity to  have,  if  possible,  improper  hazardous  conditions 
remedied. 

6.  The  palpable  discrimination  between  the  sprinklered  risks 
rated  on  the  restricted  sprinkler  schedule  and  sprinklered  risks 
rated  on  other  schedules  should  be  removed. 

7.  The  Exchange  could  enhance  its  value  as  a  public  service 
institution  by  co-operating  with  the  fire  prevention  bureau  with 
a  view  of  having  the  conditions  disclosed  by  its  inspections  and 
known  to  be  illegal,  reported  to  the  bureau,  in  order  that  such 
conditions  may  be  speedily  removed. 

8.  The  Exchange  recognizes  in  its  ratings  appliances  and  equip- 
ments of  approved  manufacture  or  of  approved  construction. 
There  appears  to  be  a  tendency  among  manufacturers  of  approved 
devices  and  contractors  furnishing  or  installing  such  apparatus 
to  reach  agreements  as  to  prices,  thus  materially  adding  to  the 
cost  of  installing  fire  prevention  devices.  The  Exchange  should 
to  the  extent  of  its  ability  discourage  such  trade  agreements  and 
monopolies. 

While  the  administration  of  the  brokerage  department  and 
its  treatment  of  brokers  are  severely  criticized,  no  specific  recom- 
mendations are  made,  absolute  assurances  having  been  given  that 
the  department  will  in  future  be  conducted  in  a  manner  to  avoid 
just  criticism  and  that  all  abuses  found  to  exist  or  brought  to 
attention  will  be  speedily  corrected. 

Likewise,  no  recommendations  are  made  regarding  conflagra- 
tion reserves  and  mutual  companies,  both  subjects  having  wider 
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application  than  the  Exchange.  The  San  Francisco  conflagration 
indicated  the  necessity  of  a  legal  reserve  for  conflagration,  both 
as  a  protection  to  the  companies  and  policyholders  and  as  a  rea- 
sonable safeguard  against  the  repeated  imposition  of  a  charge 
already  paid  for  by  the  policyholder.  The  liberal  treatment  ac^ 
corded  by  the  Exchange  to  property  owners  who  are  able  to 
obtain  insurance  in  the  factory  mutuals  suggests  the  desirability 
of  framing  our  laws  so  as  to  encourage  the  formation  and  opera- 
tion of  mutual  companies  under  proper  safeguards. 


SPRINKLER  LEAKAGE  CONFERENCE 

New  York,  N.  Y. 

Examination  as  to  the  methods  and  manner  of  operatiori  cover- 
ing  period  from  date  of  organization  to  December  31,  1913. 
Report  dated  April  17,  1914. 
Examiner:  William  H.  DerricJc. 

History 

The  installing  oi  sprinkler  systems  throughout  buildings, 
stores,  etc.,  and  the  liability  to  damage  of  stocks  from  water 
released  from  these  systems,  through  accident,  opened  up  a  new 
avenue  for  insurance,  namely,  the  coverage  against  loss  from  this 
accidental  leakage,  and  about  1890  the  first  sprinkler  leakage 
policy  was  issued  in  New  York  by  the  American  Casualty  In- 
surance and  Surety  Company  of  Baltimore,  Md.  About  1891 
the  Guarantors  Company  of  Philadelphia,  Pa.,  a  liability  com- 
pany, operating  on  lines  similar  to  Lloyds,  began  writing  this 
line  of  insurance  with  rates  from  75  cents  to  $2.25.  In  1893 
the  Underwriters  at  American  Lloyds  entered  the  field  and  in 
1896  the  Springfield  Fire  and  Marine  Insurance  Company  issued 
the  first  stock  fire  insurance  company  sprinkler  leakage  policy 
in  New  England,  and  was  followed  shortly  by  the  Royal  Insur- 
ance Company.  The  factory  mutuals  entered  the  field  on  No- 
vember 18,  1901,  their  coverage  being  part  of  their  fire  policy. 
From  time  to  time  other  companies  entered  .the  field,  and  with 
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this  increase  in  the  number  of  companies  writing  sprinkler  leak- 
age insurance,  competition  became  stronger  and  rates  materially 
decreased. 

On  November  24,  1911,  the  -^tna  Accident  and  Liability 
Company,  in  view  of  the  demoralized  conditions  affecting  the 
business  in  Greater  New  York,  addressed  a  letter  to  the  follow- 
ing companies : 

The  Liverpool  and  London  and  Globe  Insurance  Company, 
Ltd.,  Maryland  Casualty  Company,  North  British  and  Mercan- 
tile Insurance  Company,  New  York  Underwriters  Agency, 
Rhode  Island  Insurance  Company,  Royal  Insurance  Company, 
United  States  Casualty  Company  and  Underwriters  at  American 
Lloyds, 

This  letter  expressed  the  opinion  "that  the  present  situation 
is  suiBciently  serious  to  demand  early  consideration  on  the  part 
of  tho  companies  with  a  view  to  adopting  some  plan  of  co-opera- 
tion that  will  produce  more  adequate  rates  and  place  the  busi- 
ness on  a  plane  that  will  at  least  insure  a  small  margin  of  profit." 

On  January  18,  1912,  representatives  of  eight  companies  met 
and  formed  the  Sprinkler  Leakage  Conference,  an  unincorpor- 
ated body,  which  held  its  first  meeting  on  January  23,  1912.  A 
constitution,  a  copy  of  which  is  attached,  was  submitted  and  on 
February  6,  1912,  officers  were  elected. 

At  the  present  time  the  Conference  is  composed  of  eighteen 
members. 

Organization  and  Objects 

The  objects  of  the  organization,  as  declared,  are: 

1.  To  promote  good  will  and  harmony  between  the  members 
and  proper  practices  in  the  conduct  of  the  sprinkler  leakage  busi- 
ness, and  to  co-operate  generally  for  the  protection  of  the  com- 
mon interests  of  the  companies  which  transact  the  business  of 
sprinkler  leakage  insurance. 

2.  To  act  as  referee  in  all  matters  connected  with  the  admin- 
istration of  sprinkler  leakagQ  insurance  in  New  York  State, 
Massachusetts,  Rhode  Island,  Allegheny  County,  Pennsylvania, 
and  the  cities  of  Philadelphia  and  Baltimore. 

The  officers  of  the  conference  consist  of  a  chairman,  a  vice- 
chairman  and  a  secretary-treasurer. 
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The  present  incumbents  of  these  offices  are: 

Chairman,  F.  C.  White,  Kew  York  Underwriters  Agency. 
Vice-Chairman,  C.  A.  Trowbridge,  Underwriters  at  American  Lloyds. 
Secretary-Treasurer,  J.  C.  Borden,  Aetna  Accident  and  Liability  Co.,  Hart- 
ford, Conn. 

No  compensation  is  received  by  any  officer  or  member  and 
assessments  and  disbursements  axe  nominal. 


Affiliations'  and  Competition 

The  Sprinkler  Leakage  Conference  is  not  affiliated  in  any  way 
with  any  other  organization  and  meets  in  competition  only  the 
factory  mutuals  writing  combined  fire  and  sprinkler  leakage 
insurance. 

The  position  of  the  conference  in  relation  to  the  factory  mu- 
tuals is  expressed  in  the  following  resolution,  passed  at  a  meet- 
ing held  on  April  2,  1912: 

"  WhereaSy  There  are  certain  risks  in  which  members  of  this  Conference  have 
no  common  interest,  meaning  those  of  which  mutual  companies  write  com- 
bination fire  and  sprinkler  leakage  policies;  therefore,  be  it 

"  Resolved,  That  in  the  event  of  a  member  desiring  to  write  a  risk  which 
he  believes  to  be  of  this  class,  he  may  do  so  without  reference  to  rates  or 
rules  that  would  otherwise  apply,  but  shall  submit  to  the  conference  at  the 
earliest  possible  opportunity  a  description  of  the  risk,  including  name  of 
assured  and  location.  In  the  event  of  failure  of  the  conference  to  approve 
this  action,  any  company  shall  withdraw  any  quotation  made  under  the  above 
conditions." 

In  competition  with  the  factory  mutuals  the  companies,  mem- 
bers of  the  conference,  issue,  in  connection  with  their  fire  cov- 
erage, sprinkler  leakage  coverage  at  a  merely  nominal  premium. 

Territory 

The  original  territory  as  covered  by  the  conference  has  been 
extended  and  at  present  includes  the  states  of  Maine,  Vermont, 
Massachusetts,  Rhode  Island,  Connecticut,  New  York,  Pennsyl- 
vania, ]\raryland,  Delaware,  Virginia,  North  Carolina,  South 
Carolina,  Georgia,  Florida  and  Alabama  and  the  District  of 
Columbia. 
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Rates 

All  rates  are  based  on  a  ten  per  cent,  co-insurance  and  are 
computed  in  accordance  with  the  schedule  adopted  by  the  Con- 
ference in  connection  with  a  system  of  relative  hazard  of  sprinkler 
leakage  risks.  This  schedule  is  not  founded  on  the  experience  of 
all  the  members  of  the  Conference,  but  is  based  on  the  opinion 
of  the  members  of  the  rate  committee  as  to  what  are  or  should  be 
proper  rates. 

All  rates  are  individual  and  are  computed  on  a  base  rate  of 
10  cents  per  $100,  and  this  base  rate  is  increased  in  accordance 
with  the  conditions  disclosed  by  the  inspection,  reports  or  surveys. 

All  rates  as  stated  above  are  based  on  a  ten  per  cent,  co-insur- 
ance basis;  for  other  than  ten  per  cent,  the  following  schedule 
is  used: 

1%  clause.     Increase  rate 100% 

2%%  clause.     Increase  rate 76% 

5%  clause.     Increase  rate 50% 

7%%  clause.     Increase  rate 25% 

15%  clause.     Decrease  rate 10% 

20%  clause.     Decrease  rate 26% 

30%  clause.     Decrease  rate 40% 

Policies  will  not  be  issued  for  less  than  the  following  minimum 
premiums : 

One  year $10  00 

Two  years 17  60 

Three  years   25  00 

Four  years 32  50 

Five  years   40  00 

Xo  policy  to  be  issued  for  a  term  longer  than  five  years. 

Term  rates  are  75  per  cent.,  of  the  annual  premium  for  each 
year  after  the  first  year. 

Each  company,  member  of  the  Conference,  is  furnished  with 
one  or  more  copies  of  each  rate  published.  The  estimates  on 
which  rates  are  based  are  confidential  and  are  furnished  to  the 
insured  or  his  duly  authorized  agent  or  broker  only  upon  written 
request.  In  case  a  review  of  the  rate  is  requested,  in  writing,  by 
the  insured  or  his  duly  authorized  agent  or  broker,  the  Chief 
Inspector  reviews  the  rate  as  to  building  conditions. 
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On  classification  the  matter  is  referred  to  the  arbitration 
committee. 

No  service  is  rendered  the  insured  by  the  Conference.  In  the 
event  that  a  revision  of  rate  is  requested,  the  interested  company, 
member  of  the  Conference,  may  suggest  improvements  to  lower 
rate,  but  such  improvements  would  not  increase  the  fire  risk. 

Commission  and  BroJcerage 

The  Conference  has  adopted  the  following  schedule  of  com- 
missions and  brokerage: 

Brokerage  not  to  exceed  15  per  cent. 

Commission  to  agents  not  to  exceed  20  per  cent. 

Commission  to  general  agents  not  to  exceed  25  per  cent. 

A  maximum  commission  of  25  per  cent  may  be  paid  to  agents 
in  the  cities  of  Baltimore,  Boston,  Buffalo,  Haverhill,  Lynn, 
Philadelphia,   Pittsburgh,  Providence  and  Albany, 

Inspections,  Surveys  and  Reports 

When  a  request  for  a  rate  is  received  it  is  numbered  and  an 
inspection  of  the  risk  is  made  by  the  Chief  Inspector  of  the 
Conference,  if  such  inspection  is  possible;  if  such  personal  in- 
spection is  impossible,  recourse  is  had  to  the  reports  and  surveys 
of  the  N.  Y.  Underwriters  Agency  and  also  to  the  records  of  the 
companies,  members  of  the  Conference. 

While  no  agreement  as  to  the  use  of  the  reports  and  surveys 
exists  between  the  Conference  and  its  members,  a  tacit  under- 
standing as  to  their  use  seems  to  exist. 

Policy  Form 

Previous  to  July  1,  1913,  each  company  had  its  own  policy 
form,  differing  but  slightly  as  to  terms.  On  July  1,  1913,  a 
standard  form  of  policy  blank  was  placed  in  use  by  all  the  com- 
panies, members  of  the  Conference.  A  copy  of  this  form  is  filed 
with  this  report. 

This  policy  covers  all  direct  loss  or  damage  by  sprinkler  leak- 
age, the  term  sprinkler  leakage  to  be  held  to  mean  leakage,  dis- 
charge or  precipitation  of  water  from  the  automatic  sprinkler 
system,    or   tank   supplying   it    (including   accident   caused   by 
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freezing),  in  or  on  thei  buildings,  "  whether  the  accident  occurs 
in  the  portion  occupied  by  the  insured  or  not'' 

The  policy  does  not  cover  "  loss  by  fire/'  "  nor  for  loss  resulting 
from  the  leakage  of  water,  if  such  leakage  is  caused  directly  or 
indirectly  by  fire,"  "  nor  for  loss  caused  directly  or  indirectly  by 
the  fall  or  collapse  of  any  building  or  part  thereof,  unless  such 
fall  or  collapse  is  caused  by  the  accidental  leakage  of  water  from 
the  automatic  sprinkler  system,  or  the  tanks  supplying  it." 

The  coverage  of  the  factory  mutuals  Is  as  follows: 

*'  In  consideration  of  the  maintenance  of  an  automatic  sprinkler  system  for 
the  prevention  of  loss  by  fire  upon  the  property  insured  by  Policy  No. 
of  the Mutual  Insurance  Co.  of 

**  The  said  company  does  also  insure  the  party  thereby  assured  against  all 
loss  or  damage  that  may  occur  from  the  accidental  leakage  of  the  said 
sprinkler  system  upon  the  property  insured  against  fire  by  the  policy  above 
mentioned  while  the  said  policy  continues  in  force  and  no  longer,  but  this 
policy  does  not  cover  damage  to  a  reservoir,  tank,  pipe  or  other  apparatus, 
by  whose  failure  the  leak  is  caused." 

Legal  Liability  Coverage 

Legal  liability  policies,  covering  the  legal  liability  of  ware- 
housemen, landlords,  agents  and  tenants,  are  issued  at  double  the 
10  per  cent  co-insurance  rates  as  applied  to  buildings  without 
co-insurance. 

Statistics 

As  the  Conference  does  not  collect  statistics  of  any  kind,  it 
was  necessary  for  the  department  to  obtain  statistics  as  to  pre- 
miums and  losses  from  the  members  of  the  Conference.  The 
premiums  and  losses  of  the  casualty  companies,  members  of  the 
Conference,  were  obtained  from  the  annual  statements  submitted 
by  them,  and  from  the  fire  and  marine  companies  by  means  of  a 
letter  addressed  to  each  company,  member  of  the  Conference. 

In  furnishing  figures,  only  a  few  o£  the  fire  and  marine  com- 
panies adhered  to  the  form  desired  as  regards  business  trans- 
acted in  the  state  of  New  York.  The  table  prepared,  therefore, 
contains  only  such  statistics  as  were  available. 

These  statistics  will  be  found  in  an  attached  exhibit. 

The  loss  ratio  of  the  Factory  Mutuals  writing  sprinkler  leakage 
in  connection  with  their  fire  coverage,  covering  a  long  period  of 
years,  has  been  one-tenth  of  one  per  cent,  of  the  fiire  premiums. 
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Membership  Deceniber  31,  1913 

The  following  companies  constitute  the  membership  of  the 
Sprinkler  Leakage  Conference: 

Aetna  Accident  and  Liability  Co. 

Citizens  Inaurance  Co.  of  Missouri. 

Commonwealth  Insurance  Co. 

Continental  Fire  Insurance  Co. 

Fidelity-Phenix  Fire  Insurance  Co. 

Home  Insurance  Co. 

Hartford  Fire  Insurance  Co. 

Liverpool  and  London  and  Globe  Insurance  Co. 

Maryland  Casualty  Co. 

New  York  Underwriters'  Agency. 

North  British  and  Mercantile  Insurance  Co.,  London  and  Edinburgh. 

Phoenix  Assurance  Co. 

Queen  Insurance  Co. 

Royal  Insurance  Co. 

Rhode  Island  Insurance  Co. 

Springfield  Fire  and  Marine  Insurance  Co. 

Underwriters  at  American  Lloyds. 

United  States  Casualty  Co. 
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TOWNER  RATING  BUREAU 
New  Yoek,  N.  Y. 

Examined  as  to  methods  and  manner  of  operation  covering 
period  from  October  1,  1909  to  December  31,  1913. 
Report  dated  May  6,  1914. 
Eocaminer:  Leon  S.  Senior. 

History 

The  Bureau  was  started  October  1,  1909,  by  Mr.  R.  H.  Towner, 
the  Towner  Rating  Bureau  being  the  name  adopted  for  the  con- 
duct of  the  business.  The  Bureau  is  not  a  co-partnership,  asso- 
ciation or  corporation,  and  has  no  constitution  nor  by-laws. 

From  April,  1896,  to  October,  1909,  Mr.  Towner  was  in  the 
employ  of  the  American  Surety  Company,  acting  in  the  capacity 
of  underwriter  in  various  departments. 

About  a  year  before  the  organization  of  the  Bureau,  the  execu- 
tive officers  of  most  of  the  large  surety  companies  organized  what 
is  known  as  the  Surety  Association  of  America,  and  the  associa- 
tion appointed  a  so-called  "Advisory  Committee,"  consisting  of 
the  executive  officers  of  five  companies.  The  purpose  of  this 
Advisory  Committee  was  to  advise  and  confer  with  Mr.  Towner 
in  regard  to  the  classification  of  risks  and  the  making  of  ratea 
Meetings  of  this  committee  were  called  at  intervals  by  Mr. 
Towner.  They  were  generally  of  an  informal  character  and,  with 
the  exception  of  the  first  meeting  in  December,  1909,  no  minutes 
were  taken.  Meetings  were  discontinued  altogether  in  the  early 
part  of  1912,  it  having  been  demonstrated  that  the  companies 
themselves  were  not  satisfied  with  the  work  of  the  committee  and 
refused  to  abide  by  its  decisions. 

Prior  to  the  organization  of  the  Advisory  Committee,  and 
about  June,  1908,  there  was  inaugurated  a  series  of  meetings  of 
heads  of  departments,  for  the  purpose  of  comparing  experiences 
and  blocking  out  approximate  standards  of  rates,  but  with  no 
agreement  or  understanding  that  such  rates  should  be  adhered  to 
by  the  companies.  The  rates  formulated  at  these  meetings  were 
the  basis  of  many  of  the  now  existing  rates  in  the  Towner  Manual. 

The  Bureau  enters  into  a  written  subscription  contract  with  its 
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subscribers,  covering  a  period  of  five  years.  The  fees  charged  vary 
according  to  the  premium  earnings  of  the  subscriber,  with  a  mini- 
mum charge  of  $200  per  annum. 

The  service  contracted  for  is  the  furnishing  of  premium  rates 
on  fidelity  and  surety  bonds  and  undertakings. 

As  will  be  observed  by  a  reading  of  the  contract  itself,  there  is 
an  absence  of  any  provision  binding  a  subscriber  to  adhere  to 
Bureau  ratea.  Nevertheless,  it  seems  to  be  clear  that  subscribers 
are  expected  to  maintain  Bureau  rates,  otherwise  the  Bureau 
service  will  be  discontinued.  This  is  evidenced  by  a  letter  written 
by  the  Bureau  to  the  Equitable  Casualty  &  Bank  Depositors 
Guarantee  Company  of  Columbus,  Ohio,  under  date  of  October  2, 
1912. 

The  foU'owinff  is  a  list  of  Bureau  subscribers  which  are  trans- 
acting  business  in  New  York  State: 

Aetna  Accident  &  Liability  Company, 

American  Surety  Company, 

Employers  Liability  Assurance  Corporation, 

Equitable  Surety  Company, 

Fidelity  &  Casualty  Company, 

Fidelity  &  Deposit  Company, 

Globe  Indemnity  Company, 

Illinois  Surety  Company, 

London  &  Lancashire  Guarantee  &  Accident  Co., 

Maryland  Casualty  Co., 

Massachusetts  Bonding  &  Insurance  Co., 

National  Surety  Company, 

New  England  Casualty  Co., 

Royal  Indemnity  Company, 

Southern  Surety  Company, 

Southwestern  Surety  Insurance  Cojppany, 

United  States  Fidelity  &  Guaranty  Co. 

Eate  Manuals 

The  Bureau  issues  two  manuals  in  which  rates  are  published. 
It  also  maintains  a  bulletin  service,  by  means  of  which  the  sub- 
scribers are  advised  simultaneously  as  to  any  changes  in  existing 
rates  and  the  promulgation  of  new  ones. 

One  of  the  manuals  contain  the  rates  on  "  Fidelity  and  Surety 
Bonds  and  Undertakings  "  generally,  and  is  applicable  to  all  the 
states  of  the  Union  excepting  Texas.     A  copy  of  this  manual  is 


Miscellaneous  Special  Repobts  1119 

furnished  to  all  subscribers  alike.  The  other  manual  contains 
rates  on  "Public  Officials  Bonds  in  the  United  States"  (Texas 
excepted),  classified  by  states.  Subscribers  are  furnished  with 
only  such  portions  of  this  latter  manual  as  cover  the  states 
wherein  they  are  entered  for  the  transaction  of  business. 

Manual  Classifications 

The  "  Fidelity  and  Surety  Bonds  and  Undertakings  "  manual 
is  subdivided  as  follows:  Fidelity,  Judicial,  Contract,  Deposi- 
tory, License  and  Permit,  Notary  Public,  Federal,  Railroad  and 
Steamship. 

Fidelity: 

The  fidelity  rates  are  subdivided  into  "  General  Fidelity 
Rates  "  and  "  Classified  Fidelity  Rates,"  the  "  General "  rates 
being  applicable  only  to  bonds  not  included  in  the  classified  list. 

Premiums  are  computed  on  the  penalty  of  the  bond.  The 
'^  General  "  fidelity  rate  varies  on  individual  bonds  from  fifty 
cents  to  one  dollar  per  hundred  dollars  of  the  penalty,  usually 
with  a  minimum  of  from  five  to  ten  dollars. 

Schedule  rates  are  promulgated  on  "  General "  fidelity  bonds, 
as  shown  by  the  following  quotation  from  page  3  of  the  manual : 

"  Schedule  rates  are  based  upon  aggregate  volume  of  corporate  suretyship  of 
$10,000  or  more  on  three  or  more  officers  or  employees  for  the  same  employer; 
to  be  evidenced  by  a  letter  or  other  writing  from  the  employer,  stating  the 
number  and  amount  of  bonds  in  force.  When  thus  established,  the  schedule 
rate  is  applicable  to  any  part  of  such  employer's  business,  whether  one  bond 
or  more,  and  whether  carried  on  individual  bonds  or  on  a  schedule  bond. 
Where  the  schedule  rate  for  an  employer's  aggregate  liability  exceeds  the  fidel- 
ity rate  on  an  individual  bond,  included  in  such  schedule,  the  lower  rate  may 
be  quoted  for  such  individual  bond ;  but  such  bond  shall  be  included  in  comput- 
ing the  employer's  aggregate  liability  in  force  for  the  purpose  of  fixing 
schedule  rate. 

"  Fidelity  schedule  rate  applicable  to  all  fidelity  business  except  on  classified 
list: 

Per  $100 

$10,000  up  to  but  not  including     $50,000 60  cents 

50,000  up  to  but  not  including     100,000 40  cents 

100,000  up  to  but  not  including     600,000 30  cents 

500,000  up  to  but  not  including  2,000,000 25  cents 

"  For  rates  on  fidelity  schedules  of  two  million  dollars  and  upwards,  apply 
to  the  home  office." 


1120  Miscellaneous  Specl^ll  Bepobts 

Attention  is  directed  to  the  fact  that  in  practical  operation  the 
schedule  rates  above  quoted  must  of  necessity  result  in  unfair  dis- 
criminations. For  example;  the  premium  on  a  bond  schedule  ag- 
gregating $49,000,  at  the  given  rate  of  fifty  cents  per  $100  would 
be  $245,  while  the  premium  on  a  bond  schedule  aggregating 
$60,000  at  the  given  rate  of  40  cents  per  $100  would  be  only 
$240.  That  is  to  say,  the  premium  on  a  $60,000  schedule  would 
be  $5  less  than  the  premium  on  a  $49,000  schedule.  Likewise, 
the  premium  on  a  schedule  aggregating  $499,000  at  the  quoted 
rate  of  30  cents  would  be  $1,497,  while  the  premium  on  a  $500,- 
000  schedule  would  be  only  $1,250  at  the  quoted  rate  of  25  cents. 
In  other  words,  the  premium  on  a  $500,000  schedule  is  $247  less 
than  the  premium  on  a  $499,000  schedule. 

On  banks  and  insurance  companies  the  rates  for  all  employers 
are  uniform,  regardless  of  the  size  of  the  schedule.  It  is  claimed 
that  there  is  not  sufficient  difference  in  the  character  of  bonded 
employees  between  a;  large  bank  or  insurance  company  and  a  small 
bank  or  insurance  company  to  justify  the  difference  in  the  rate. 
It  appears  that  all  banks  (except  for  extra,  hazardous  forms  of 
bonds  required  by  special  statute)  receive  the  most  favorable  fidel- 
ity rate  in  the  above  table,  namely,  twenty-five  cents.  Insurance 
companies  receive  the  next  most  favorable  rate,  namely,  thirty 
cents. 

Upon  turning  to  page  20  of  the  manual,  we  find  schedule  rates 
applicable  to  fraternal  and  beneficiary  orders,  from  which  the 
following  is  quoted : 

» -.«^^  ^^^  X     ^.  ^^    r.^r.  f   For  ^^e  firs^  $300,000,  $600,000;  each  additional 
"$300,000  to  $1,000,000  |       ^j  ,,^  ^^  $1,000^0 -$1.60> 

r  For  the  first  $1,000,000,  $1,660,  plus  $1.00  per 
"  Over  $1,000,000  -t^      ^j  ^^j.  ^jj  additional  fidelity  auretyahip." 

From  the  foregoing,  it  is  clear  that  the  premium  on  the  first 
$300,000  of  a  million  dollar  schedule  is  $600,  and  that  for  each 
additional  thousand  dollars  the  premium  is  $1.50,  which  would 
make  a  total  premium  for  a  million  dollar  schedule  of  $1,650; 
and  this  will  be  the  actual  premium  charged  if  a  schedule  of  a 
million  dollars  is  insured  by  a  single  company;  but  if  instead  it 
bo  desired  to  split  a  schedule  up  among  two  or  more  companies, 
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different  rates  will  lesult,  aocording  to  the  Bureau's  interpretation, 
as  evidenced  by  its  correspondence. 

For  example,  assume  that  Company  A  insures  a  fraternal 
schedule  of  $300,000  for  a  premium  of  $600.00 ;  assume  further, 
that  said  company  desires  to  insure  a  schedule  of  $700,000  addi- 
tional, and  that  on  this  addition  it  is  desired  to  have  other  surety 
companies  compete  for  the  business.  The  question  here  arises  as 
to  what  the  premium  rate  shall  be  for  the  $700,000  addition. 
Obviously,  Company  A  may  quote  a  rate  of  $1.50  per  M,  but  not 
so  Company  B.  The  Bureau  rule  is  that  Company  B  must  quote 
such  a  rate  as  would  be  the  average  if  Company  A  insured  the 
whole  schedule,  including  the  addition.  The  following  by  way 
of  illustration: 

Company  A  charges  for  the  first  $300,000 $600  00 

And   its    rate   for   the   additional   $700,000    would   be    $1.50    per 
$1,000,  or 1,050  00 

A  total  premium  for  $1,000,000  of  insurance  of $1,650  00 


This  is  equivalent  to  a  rate  of  $1.65  per  $1,000  and  that  is  the 
rate  that  Company  B  must  quote  for  the  additional  $700,000. 

As  a  result  of  this  examination,  the  Bureau  has  promulgated 
to  its  subscribers  a  rule  which  it  is  believed  will  obviate  all  in- 
justice and  discrimination  between  surety  companies  participat- 
ing in  the  same  fraternal  order's  fidelity  schedule.  The  rule  is 
as  follows: 

"A  fraternal  order's  fidelity  rate  is  determined  by  computing  the  sliding 
scale  on  the  entire  corporate  fidelity  suretyship  placed  by  one  body,  whether 
simultaneously  or  at  different  times.  The  rate  thus  ascertained  applies 
equally  to  whatever  part  of  the  whole  volume  is  placed  at  any  time;  — with 
such  increase  as  the  form  of  bond  may  require." 

Under  the  above  rule,  the  rate  is  determined  by  the  fraternal 
order's  total  volume  and  the  same  identical  rate  is  charged  for 
any  part  of  it  which  may  be  written  by  either  surety  company. 

Under  the  classified  fidelity  rates,  there  are  82  classifications 
on  each  of  which  is  quoted  a  separate  rate.  These  vary  from  15 
cents  per  $100  for  Committee  Members  of  Boards  of  Trade  or 
Chamber  of  Commerce  who  are  not  authorized  to  sign  checks,  and 

36 
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where  at  least  two  members  are  required  to  obtain  access  to  se- 
curities, to  $2.50  per  $100  for  agents  and  canvassers  of  sewing 
machine  companies  traveling  from  door  to  door.  In  most  instances, 
there  is  a  minimum  premium  charge,  and  this  varies  from  $1.00 
to  $10.00. 

In  numerous  classifications,  lower  rates  are  promulgated  for 
schedule  bonds  than  for  individual  bonds.  For  example,  the  ii^- 
dividual  rate  for  officers  and  employees  of  buildings  and  loan  as- 
sociations is  $1  per  $100,  while  on  a  schedule  of  over  $100,000, 
the  rate  is  50  cents  per  $100 ;  also,  we  find  that  the  individual 
rate  for  grain  receivers  or  payers  (separate  position)  on  bond 
covering  shortage  of  cash  or  grain  is  $2  per  $100,  with  a  mini- 
mum premium  of  $20,  whereas  the  same  position  under  schedule 
rate  carries  a  premium  of  $1  per  $100,  with  a  minimum  premium 
of  $10. 

Judicial: 

On  all  court  bonds,  the  premium  is  computed  on  the  penalty 
of  the  bond;  except  that  if  an  undertaking  without  penalty  is 
given,  the  premium  is  computed  on  the  estimated  liability  to  be 
ascertained  by  adding  to  the  amount  of  the  value  of  the  property, 
or  to  the  judgment  or  claim,  or  other  matter  in  controversy,  two 
years'  interest  at  six  per  cent  per  annum  and  $250  probable  costs. 

The  general  rule  as  to  the  court  bonds  which  expire  within  the 
first  year  is  that  the  annual  premium  is  deemed  to  be  fully  earned, 
and  no  rebate  therefrom  is  ever  made.  On  court  bonds  extending 
over  ono  year,  an  annual  renewal  premium  is  charged  at  the  same 
rate  as  the  first  premium;  when  the  bond  is  cancelled,  pro  rata 
refund  of  unearned  premium  is  made  from  renewal  premiums 
only. 

It  is  the  general  rule  to  require  the  giving  of  collateral  security 
where  court  bonds  are  issued,  unless  the  financial  responsibility 
of  the  insured  is  well  established.  The  premium  charged  is  for 
the  service  rendered  only,  the  presumption  being  that  the  surety 
will  not  be  called  upon  tj  pay  any  loss. 

As  to  fiduciaries'  bonds  extending  over  one  year^  the  general 
rule  is  that  an  annual  renewal  premium  shall  be  charged  in  the 
amount  of  two-thirds  of  the  first  premium ;  that  on  all  such  bonds 
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which  have  been  renewed,  pro  rata  refund  of  unearned  premiums 
may  be  made  from  renewal  premiums  only  when  the  bond  is  can- 
celled ;  that  the  first  year's  premium  is  deemed  to  be  fully  earned 
if  the  trust  is  fulfilled  or  the  estate  closed  or  taken  from  the  cus- 
tody of  the  courts. 

Contract: 

Contract  bonds  are  classified  as  (a)  construction;  (b)  supply; 
and  (c)  maintenance. 

The  basis  for  the  computation  of  the  premium  on  construction 
and  supply  bonds  is  the  amount  of  the  contract,  the  prevailing 
rate  being  one-half  of  one  per  cent  per  annum  on  the  former  and 
one-quarter  of  one  per  cent  on  the  latter.  With  respect  to  con- 
struction bonds,  if  the  bond  is  less  than  10  per  cent,  of  the  con- 
tract price,  the  annual  premium  is  limited  to  5  per  cent  of  the 
penalty  of  the  bond.  On  maintenance  bonds  where  no  corporate 
surety  has  been  required  by  the  obligee  for  either  supply  or  con- 
struction contract,  the  premium  is  computed  on  the  penalty  of  the 
bond  and  the  rate  is  usually  one-half  of  one  per  cent 

On  construction  bonds,  the  first  premium  is  deemed  to  be  earned 
and  no  refund  of  premiums  is  made  on  bonds  running  up  to  one 
year  or  less;  refund  on  second  and  subsequent  years'  renewals 
is  made  pro  rata  for  the  unexpired  part  of  the  year. 

It  is  not  deemed  advisable  to  require  collateral  security  in  the 
giving  of  contract  bonds,  it  being  believed  that  the  best  interests 
of  the  contractor  and  of  the  surety  company  alike  require  that  the 
contractor  be  unhampered  in  his  business  activities  and  allowed 
a  free  hand  to  use  all  his  resources  to  the  best  advantage.  One 
exception  to  this  rule  exists,  however,  namely,  bonds  for  ship- 
builders. In  the  case  of  shipbuilders,  it  is  claimed  that  the  safe- 
guarding of  the  interests  of  the  surety  makes  it  exceedingly  de- 
sirable that  collateral  security  be  taken  in  every  instance  where 
possible,  for  the  reason  that  the  building  of  a  ship  is  a  very  large 
business  undertaking,  frequently  involving  millions  of  dollars,  and 
if  default  be  made  by  a  contractor,  there  is  probability  of  a  large 
loss  by  the  surety.  Also,  it  is  found  to  be  not  difficult  to  secure 
collateral  on  shipbuilding  bonds,  because  this  line  of  business  is 
carried  on  principally  by  corporations  of  large  financial  resources, 
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and  the  hypothecating  of  collateral  by  them  is  not  objectionable 
as  in  the  case  of  the  general  contractor. 

The  rate  for  shipbuilding  bonds  is  one-quarter  of  one  per  cent 
per  annum  on  amount  of  contract  up  to  $1,000,000 ;  for  contracts 
over  $1,000,000,  the  rate  is  gradually  diminished  for  each  addi- 
tional million. 

If  protected  by  cash  collateral  or  its  equivalent  in  full  amount 
of  the  bond,  the  rate  is  reduced  one-half. 

Depository  Bonds: 

The  premium  rate  on  bonds  given  by  banks,  trust  companies, 
savings  banks  or  banking  institutions  guaranteeing  the  security 
or  repayment  of  funds  on  deposit  is  $5  per  $1,000  per  annum  on 
the  amount  of  the  bond. 

The  manual  contains  a  provision  that  v^^here  the  premium  on  a 
bond  paid  at  the  beginning  of  the  year  for  the  issuance  or  renewal 
of  a  bond  proves  at  the  end  of  the  year  to  have  been  in  excess  of 
three-fourths  of  one  per  cent  of  the  average  daily  balance  covered 
by  such  bond  throughout  the  year  then  passed,  the  surety  company 
will  refund  such  excess  to  the  bank  so  that  the  retained  premium 
for  the  year  shall  be  reduced  to  three-fourths  of  one  per  cent  of 
the  average  daily  balance.  There  is  a  further  provision  in  the 
manual  to  the  effect  that  on  deposits  which  do  not  bear  interest 
there  shall  be  no  reduction  of  premium  for  average  deposits  or 
daily  balances. 

The  reasons  underlying  this  distinction  seem  to  be  shown  in  a 
letter  which  the  Bureau  wrote  to  the  United  States  Fidelity  & 
Guaranty  Company,  under  date  of  January  13,  1911,  wherein  it 
is  stated: 

"  I  have  your  favor  of  January  12th  concerning  the  adjustment  of  premiums 
on  deposits  which  bear  interest,  no  such  adjustment  being  allowed  on  deposits 
which  do  not  bear  interest.  Your  letter  states  only  one  of  the  reasons  why 
this  distinction  is  made,  namely,  'that  a  bank  paying  interest  cannot  afford 
to  pay  as  much  premium  as  a  bank  not  paying  interest/  The  other  and  prin* 
cipal  reason  for  the  distinction  is  the  fact  that  where  a  bank  pays  interest  its 
depositor  has  a  special  reason  constantly  before  him  for  keeping  track  of  the 
amount  of  the  bank's  daily  balance  in  his  deposit  account.  Interest  is  paid  by 
the  bank  on  these  daily  balances.  They  are  calculated  by  the  depositor. and 
by  the  bank  in  order  to  determine  how  much  the  interest  shall  be.     *     *     * 

"  Immediately  you  get  a  bank  account  which  does  not  pay  interest,  you  lose 
all  accurate  check  by  the  depositor  on  the  amount  of  its  daily  balances.    I 
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want  to  enforce,  if  possible,  the  rule  laid  down  by  subdivision  F,  page  76^  of 
the  Towner  Manual,  that  '  all  checks,  drafts  and  other  collectible  paper  being 
taken  at  their  face  value  as  cash  on  the  date  of  deposit.'  Unless  this  rule  la 
followed,  banks  will  not  pay  us  the  premium  commensurate  with  the  amount 
of  our  risk  on  depository  bonds.  Because  there  is  no  doubt  that  depository 
bonds  cover  the  collection  of  just  such  items  from  the  date  they  are  deposited 
with  the  bank  for  collection.  Nevertheless,  there  is  a  strong  tendency  for  the 
banks  to  credit  these  items  only  from  the  time  they  are  collected  and  reported 
to  the  bank,  not  from  the  time  they  are  deposited.  Depositors  who  collect 
interest  on  their  accounts  will  require  banks,  if  possible,  to  calculate  the  inter- 
est on  the  apparent  balances  as  soon  as  collectible  paper  is  deposited.  Where 
depositors  do  not  collect  interest  on  their  account,  banks  will  have  their  own 
way  in  entering  up  this  paper  several  days  after  it  is  deposited." 

It  would  seem  that  the  Bureau  in  this  instance  has  promulgated 
a  rule  which  is  unsound  in  principle  and  unjust  in  practice;  also 
that  the  Bureau  was  mistaken  when  it  wrote  to  its  correspondent 
in  the  letter  above  quoted  that  '"  depositors  who  collect  interest  on 
their  accounts  will  require  banks,  if  possible,  to  calculate  the  in- 
terest on  the  apparent  balances  as  soon  as  collectible  paper  is  de- 
posited." Inquiry  from  reliable  sources  has  brought  information 
to  the  effect  that  it  is  not  the  usual  practice  of  banks  to  make  any 
distinction  between  interest-bearing  and  non-interest-bearing  ac- 
counts in  the  matter  of  crediting  accounts  with  collectible  paper; 
that  in  both  instances,  it  is  the  practice  to  credit  the  depositor  as 
of  the  date  of  the  deposit  and  not  the  date  of  collection ;  but  that 
in  the  case  of  interest-bearing  accounts,  the  date  of  collection  is 
the  date  used  in  computing  the  interest 

As  a  result  of  this  examination,  the  Bureau  has  issued  a  bulle* 
tin  effective  as  of  January  1,  1914,  removing  this  discrimination 
and  providing  for  adjustment  of  premium  at  the  end  of  the  year 
for  non-interest  paying  banks  as  well  as  interest  paying,  on  the 
basis  of  average  daily  balances;  also  reducing  the  premium  from 
three-quarters  of  one  per  cent  of  average  daily  balance  to  one-half 
of  one  per  cent 

License  and  Permit  Bonds: 

On  bonds  of  this  class,  which  are  required  by  states,  counties, 
cities,  towns,  villages  and  other  municipalities,  for  auctioneers, 
chauffeurs,  plumbers,  etc.,  the  general  premium  rate,  unless  specifi- 
cally rated,  is  $5  per  $1,000  per  annum  on  the  penalty  of  the  bond. 
General  rules  as  to  these  bonds  are  (a)  the  minimum  earned  pre- 
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miums  for  a  year  or  any  part  of  a  year  is  $5 ;  (b)  if  a  license  or 
permit  bond  expires  within  six  months  of  its  date  and  is  followed 
by  another  bond  of  the  same  character  to  the  same  applicant,  the 
unearned  premium  is  calculated  pro  rata  for  the  unexpired  term 
and  applied  to  the  premium  on  the  new  bond. 

The  requirements  as  to  these  bonds  differ  widely  in  the  several 
states  and  municipalities,  and,  of  course,  likewise  the  premiums 
charged.  For  example,  in  Fort  Smith,  Ark.,  a  registered  elec- 
trician is  required  to  give  bond  for  $500,  for  which  the  premium 
is  $10  per  annum.  In  Kansas  City,  Kansas,  electrician's  license 
bonds  are  quoted  at  $2.50  per  $1,000  per  annum. 

Federal  Bonds: 

There  has  been  a  good  deal  of  controversy  between  the  Bureau 
and  the  Treasury  Department  regarding  surety  rates.  In  the 
year  1909,  a  federal  law  was  enacted,  providing  that  no  bond 
should  be  accepted  from  any  surety  company  for  any  officer  or 
employee  of  the  United  States  which  cost  more  than  35  per  cent 
in  excess  of  the  rate  of  premium  charged  for  a  like  bond  in  1908. 
The  words  "  a  like  bond  "  seem  to  have  been  the  bone  of  conten- 
tion. An  opinion  was  received  from  the  Attorney-General  which 
seemed  to  justify  either  one  of  two  interpretations,  viz:  (a)  The 
charge  for  any  bond  should  not  be  more  than  35  per  cent  above 
the  rate  paid  in  1908  upon  any  bond  belonging  to  the  same  general 
class;  (b)  the  charge  for  any  bond  should  not  be  more  than  35  per 
cent  above  the  rate  paid  in  1908  upon  any  bond  of  the  incumbent 
of  the  same  office. 

As  to  certain  bonds  under  the  jurisdiction  of  the  Treasury  De- 
partment, the  latter  interpretation  was  adopted,  while  all  other 
federal  departments  adopted  the  former  interpretation. 

It  should  be  said,  however,  that  the  rates  now  promulgated  by 
the  Bureau  are  lower  in  most  cases  than  would  be  required  under 
either  of  these  rules.  For  example,  the  1908  rate  for  Superin- 
tendent of  Construction  of  Public  Buildings  in  the  Treasury  De- 
partment —  one  of  the  classifications  in  controversy  —  varied 
from  $1.18  to  $3  among  the  various  companies,  the  average  being 
$1.82.  The  present  manual  rate  is  $1.  In  fact,  the  rate  on  a 
large  number  of  federal  classifications,  not  only  in  the  Treasury 
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Department,  but  in  other  governmental  departments  is  now  $1 
per  $1,000  per  annum,  although  there  are  many  cases  where  it 
runs  higher.  .  For  instance,  the  rate  on  Navy  Mail  Clerks  and 
Assistant  Xavy  Mail  Clerks  is  $5;  and  for  clerks,  deputy  clerks, 
marshals  and  deputy  marshals  in  United  States  courts,  the  rate 
is  also  $5.  There  are  other  rates  for  intermediate  amounts  and 
a  few  as  low  as  fifty  cents  —  letter  carriers,  for  example. 

On  internal  revenue  bonds,  there  is  a  wide  spread  in  rates 
from  twenty-five  cents  per  $1,000  per  annum  to  $5,  the  former 
being  quoted  on  "  Distillers'  Denaturing  Warehouse  Bond,"  and 
the  latter  on  "  Leaseholders  (distillers  bond)." 

It  may  not  be  amiss  to  mention  the  fact  that  a  bill  is  now  before 
Congress,  making  provision  for  the  creation  of  a  "  Fidelity 
Fund  "  in  the  Treasury  Department,  for  the  purpose  of  bonding 

oflBcers  and  employees  of  the  federal  government.  If  this  bill 
should  be  enacted  into  law,  it  will,  of  course,  take  away  consider- 
able business  from  surety  companies.  The  Towner  Bureau  is 
actively  opposing  its  passage. 

Railroad  and  Steamship: 

Prior  to  April,  1913,  the  Bureau  did  not  promulgate  rates  for 
railroad  and  steamship  lines,  except  in  rare  instances.  It  was  the 
general  practice  of  bureau  companies  to  write  these  bonds  at 
whatever  rates  they  desired  and  to  file  with  the  Bureau  a  list  of 
such  bonds  written  and  the  premiums  charged.  When  the  date 
of  expiration  approached,  the  surety  company  was  expected  to  file 
with  the  Bureau  the  rates  which  it  purposed  to  bid  for  renewal. 
Then  in  case  another  company  also  desired  to  bid  for  such  re- 
newal, it  was  expected  that  such  other  company  would  ask  the 
Bureau  to  inform  it  what  rate  the  then  carrying  company  had 
filed  for  renewal,  and  such  other  company  would  also  be  expected 
to  bid  the  same  rate. 

This  line  of  business  was  handled  almost  exclusively  by  three 
or  four  of  the  large  companies,  and  while  the  Bureau  usually  suc- 
ceeded in  getting  the  companies  to  file  their  rates,  it  was  found 
difficult  to  induce  them  to  file  the  dates  of  expirations,  which  was 
necessary  in  order  to  enable  other  companies  to  present  their  bids 
at  opportune  times.     Dissatisfaction  among  the  companies  arose, 
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and  in  April,  1913,  the  work  of  promulgating  these  rates  was  also 
taken  up  by  the  Bureau. 

The  Bureau  has  divided  railroads  into  two  classes,  viz.: 
Class  ''A,"  which  includes  roads  having  a  mileage  of  less  than 
500  miles ;  and  Class  "  B,"  which  includes  all  others.  As  a  gen- 
eral rule,  lower  rates  are  quoted  on  the  larger  roads.  The  Bureau^a 
explanation  of  this  discrimination  is  that  the  small  roads  are  com- 
monly not  so  well  managed  as  the  larger  ones ;  that  their  systems 
of  accounting  are  not  so  good ;  that  accounts  of  employees  are  not 
subject  to  such  frequent  and  careful  audits  and  examinations, 
and  that  in  the  smaller  roads  there  is  a  tendency  towards  central- 
ization of  authority,  or  one-man  control. 

The  Manual  of  Public  Official  Bonds  in  the  United  States  con- 
tains quotations  classified  by  states  on  bonds  for  public  officers  of 
states,  counties,  towns,  townships,  cities,  villages  and  other  munici- 
palities, school  districts,  drainage  and  irrigation  districts,  road 
districts  and  other  political  subdivisions  of  states  or  counties. 

All  rates  are  annual  and  computed  on  the  penalty  of  the  bond. 
The  rate  generally  prevailing  is  from  $2.50  to  $5  per  $1,000  per 
annum. 

Where  bonds  have  an  annual  and  not  a  term  premium,  the 
earned  premium  for  periods  less  than  one  year  is  computed  pro 
rata,  subject  to  certain  minimum  charges,  usually  $2.50  per  bond. 
This  rule  does  not  apply  to  tax  collector's  bonds,  on  which  no 
refund  is  allowed. 

Where  premiums  are  paid  by  public  appropriation,  and  only 
the  pro  rata  proportion  of  short  term  premiums  can  be  approved 
and  paid,  it  is  accepted. 

Bonds  to  indemnify  personal  sureties  on  the  official  bonds  of 
state,  county,  town,  city  or  other  public  officers  are  sometimes 
given.  A  graduated  rate  scale  is  used  in  cases  of  this  kind,  the 
amount  of  the  premium  on  the  indemnifying  bond  being  based  on 
the  proportion  of  the  indemnifying  bond  to  the  official  bond,  the 
rate  gradually  increasing  as  the  proportion  of  the  indemnifying 
bond  to  the  official  bond  decreases.  For  example,  if  the  indemni- 
fying bond  be  for  one-half  of  the  amount  of  the  official  bond,  the 
annual  rate  per  $1,000  for  the  indemnifying  bond  is  $5 ;  if  the 
indemnifying  bond  be  for  one-fourth  of  the  amount  of  the  official 
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bond,  the  rate  is  $7 ;  if  the  indemnifying  bond  be  for  one-seventh 
the  amount  of  the  ofiScial  bond,  the  rate  is  $10,  etc. 

The  Bureau  quotes  rates  applicable  to  every  state  in  the  Union 
except  Texas;  that  state  being  excepted  on  account  of  its  anti- 
trust laws. 

This  has  given  rise  to  a  good  deal  of  trouble  because  it  has 
developed  that  companies  have  written  bonds  in  Texas  for  a  much 
less  premium  than  in  adjoining  states.  The  Bureau  met  this  situ- 
ation by  promulgating  bulletin  Xo.  434,  which  reads  in  part  as 
follows : 

"All  fidelity  rates  are  based  on  the  experience  of  the  whole  fidelity  lime 
carried  by  parent,  subsidiary  or  controlled  companies. 

"  If  a  reduced  rate  is  quoted  for  any  part  of  a  line  in  any  State,  foreign 
country,  or  other  territory  where  the  manual  rates  do  not  apply,  a  propor- 
tionate increase  is  made  for  the  remainder,  so  that  on  the  entire  line  the 
manual  rate  may  be  obtained. 

"  The  same  rule  shall  apply  to  all  court,  contract  and  street-paving  bonds 
covering  interstate  business  embraced  in  a  general  contract." 

The  plain  meaning  of  this  bulletin  is  that  if  a  company  does 
cut  Bureau  rates  in  Texas,  it  shall  make  a  corresponding  increase 
elsewhere.  While  it  does  not  in  specific  terms  prohibit  rate-cut- 
ting in  Texas,  nevertheless  it  probably  does  so  in  effect,  since  no 
company  would  find  it  feasible  to  collect  premiums  in  excess  of 
Bureau  rates  outside  of  Texas. 

Principles  of  Rate-Making 

It  has  been  the  aim  in  this  examination  to  ascertain  what 
basis,  if  any,  is  used  by  the  Towner  Eating  Bureau  in  the  making 
of  its  rates.  There  appears  to  be  very  little  statistical  experience 
available  for  this  purpose,  although  the  Bureau  has,  from  time 
to  time,  endeavored  to  persuade  its  members  to  furnish  it  with 
their  tabulated  experience.  It  is  claimed  by  the  Bureau  manager, 
however,  that  even  if  such  statistics  were  available  they  would  be 
of  doubtful  value  on  many  of  the  bonds  on  account  of  changes  in 
form  which  are  frequently  being  made  in  compliance  with  legis- 
lative and  other  requirements.  It  is  asserted  that  surety  rates 
must  of  necessity  be  largely  predicated  on  the  judgment  of  the 
rate-maker,  and  that  practically  all  of  the  Towner  rates  are  the 
product  of  Mr.  Towner's  personal  judgment. 
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As  to  Surety  bonds,  it  is  claimed  that  the  premium  charged  is 
not  an  insurance  premium  in  the  generally  accepted  meaning  of 
that  term  in  other  lines  of  insurance ;  that  it  is  not  intended  pri- 
marily to  cover  losses  because  the  surety  company  always  looks  to 
its  principal  for  indemnity  in  case  of  loss;  that  the  premium  on 
surety  bonds  is  intended  to  be  what  may  be  termed  a  service 
charge,  that  is,  a  charge  sufficient  to  compensate  the  company  for 
the  service  rendered  in  furnishing  the  bond. 

As  to  Fidelity  bonds,  a  different  situation  exists,  and  in  this 
case  the  premiums  charged  are  primarily  intended  to  cover  losses 
In  explanation  of  this  differentiation  it  should  be  stated  that 
fidelity  bonds  are  commonly  written  without  regard  to  the  finan- 
cial standing  of  the  principal,  because  in  the  event  of  a  breach  of 
the  bond  the  fact  that  the  principal  may  be  required  to  serve  a 
prison  sentence  is  expected  to  act  as  a  deterrent.  No  such  condi- 
tion as  this  obtains  with  respect  to  surety  bonds,  hence  applicants 
are  required  to  show  satisfactory  financial  responsibility  or 
furnish  collateral  security. 

Influence  of  Bureau  Companies 

The  following  extracts  from  correspondence  are  quoted  because 
they  show  the  effect  of  the  influence  of  the  Bureau  companies  on 
the  making  of  Bureau  rates. 

Under  date  of  July  6,  1912,  the  Bureau  wrote  to  the  Title 
Guaranty  &  Surety  Co.  of  Scranton,  Pa.,  in  part  as  follows: 

"  In  Louisiana,  therefore,  you  will  observe  that  this  year  less  than  one- 
third  of  the  insurance  company  bonds  were  written  at  $5  a  thousand.  This 
was  the  first  serious  inroad  into  the  business  of  my  subscribers  on  these 
bonds.  I  put  the  question  to  them  last  March  while  the  bonds  were  being 
written  and  they  voted  to  stick  to  the  old  rate." 

Under  date  of  January  25,  1912,  the  Bureau  wrote  to  the 
National  Surety  Co.  in  part  as  follows : 

"  I  want  to  say  for  the  Tow^ner  Rating  Bureau  that  my  previous  experience 
in  the  American  Surety  Company  had  not  included  the  underwriting  of  fra- 
ternal and  beneficiary  orders,  and  I  was  very  little  informed  as  to  the  neces- 
sary rates  and  requirements  of  that  branch  of  the  surety  business.  This  was 
well  known  and  when  I  undertook  the  modification  which  resulted  in  the  rate 
schedule  of  May  12,  1911,  I  frankly  and  frequently  told  the  four  men  with 
whom  I  consulted  that  I  wished  the  whole  matter  left  to  their  judgment  and 
that  the  Towner  Rating  Bureau  would  promulgate  any  schedule  that  they 
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agreed  upon.  The  changes  in  the  former  schedule  were  not  made  upon  my 
initiative  and  the  character  or  extent  of  those  changes  was  not  dictated  or 
determined  by  me.  I  simply  brought  together  the  men  who  had  had  the 
most  experience  in  the  fraternal  business  and  asked  them  to  agree  as  to  the 
rates  that  would  be  adequate  and  necessary.  When  they  had  agreed  upon 
those  rates,  I  put  them  in  the  manual.     *     * 


*n 


Under  date  of  April  3,  1911,  the  Bureau  wrote  to  the  United 
States  Fidelity  &  Guaranty  Co.  as  follows: 

"  I  have  your  favor  of  March  31.     I  entirely  agree  with  you  that  the  rate 
on  road  contract  bonds  in  this  State  ought  to  be  $5  per  M  per  annum  on  the 
amount  of  the  contract.     When  the  time  came  around  in  January  of  this  year 
that  new  contracts  were  to  be  let,  the  Fidelity  &  Casualty  Co.  had  not  yet 
joined  the  Surety  Association  of  America.     I  went  over  to  see  Mr.  Lunt  of 
that  company  to  ascertain  whether  he  was  tied  up  with  existing  arrangements 
with  the  Association  of  Good  Roads  Contractors  of  this  State  made  under 
Mr.  Seward'A  presidency.     Mr.  Lunt  stated  that  he  considered  that  arrange- 
ment still  binding  on  the  company.     Accordingly  I  put  out  bulletin  270  of  this 
Rating  Bureau,  dated  December  22,  1910,  making  a  rate  of  $5  per  M  per 
annum  on  the  amount  of  the  bond. 

"After  the  election  of  the  Fidelity  &  Casualty  Co.  to  membership  in  the 
Surety  Association  of  America,  there  was  a  meeting,  at  which  Mr.  Lunt  and 
President  Hi  lias  of  that  company  were  both  present,  and  I  again  spoke  to 
them  on  that  situation.    Mr.  Hillas  and  Mr.  Lunt  then  told  me  that  they 
were  still  bound  by  the  arrangement  made  under  Mr.  Seward's  presidency  a 
year  ago,  which  arrangement  would  cover  State  highway  construction  con- 
tracts to  be  let  in  this  State  during  the  month  of  March.     *     *     *     It  seems 
necessary,  accordingly  to  continue  this  rate  in  order  to  give  my  other  sub- 
scribers an  opportunity  to  bid  for  these  bonds  on  an  even  basis  with  the 
Fidelity  &  Casualty  Co.     Subsequently,  during  the  week  while  I  was  in  St. 
Louis  and  Kansas  City,  there  was  a  meeting,  at  which  I  understand  a  quorum 
of  the  Advisory  Committee  was  present,  and  that  committee  authorized  bulletin 
311   of  this  Rating  Bureau,  dated  March  20,   1911.     This  bulletin  went  out 
during  my   absence   from   the   office,  but   with   the  authority  of  the   Rating 
Bureau,  on  the  advice  of  the  Advisory  Committee.     This  is  the  situation  as  it 
stands  to-day.     I  shall  take  the  first  opportunity  when  it  appears  that  the 
Fidelity  &   Casualty   Company's   arrangements   with   these  good  roads   con- 
tracts have  been  fulfilled,  to  restore  the  rate  on  these  bonds  to  what  I  con- 
sider a  proper  rate." 

The  manual  rate  at  the  time  the  above  letter  was  written  was 
$5  per  $1,000  per  annum  on  the  amount  of  the  bond.  On  Jan- 
uary 15,  1913,  the  rate  was  changed  by  bulletin  599  to  $5  per 
$1,000  per  annum  on  the  amount  of  the  contract. 

Influence  of  Local  Organizations: 

The  conclusion  seems  warranted  that  the  Bureau  is,  to  a  very 
large  degree,  influenced  by  the  views  and  desires  of  local  organi- 
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zations  of  surety  agents  and  underwriters  in  the  making  of  rates 
for  local  bonds;  and  also  by  a  consideration  of  the  question  of 
what  rate  it  is  possible  to  obtain.  Eates  in  these  cases  are  largely 
dependent  upon  local  conditions  and  frequent  consultation  with 
local  surety  underwriters  is  defended  on  the  ground  that  it  is 
necessary  in  order  to  familiarize  the  Bureau  with  these  conditions. 

In  support  of  these  statements  the  following  quotations  are  sub- 
mitted : 

Under  date  of  March  17,  1911,  the  Bureau  wrote  to  the  United 
States  Fidelity  &  Guaranty  Company,  in  part,  as  follows : 

"  I  have  your  favor  of  March  16,  enclosing  copy  of  a  letter  from  your 
agent  at  Louisville,  Ky.,  dated  March  11,  stating  that  the  Kentucky  Surety 
Association  has  agreed  to  reduce  the  minimum  on  smoke  inspectors  of  the  city 
of  Louisville  to  $10.00,  and  calling  on  me  to  promulgate  a  bulletin  of  this 
reduction.  I  have  sent  the  bulletin  out  to-day,  as  it  seems  to  me  necessary 
to  do.  I  would  call  your  attention  again  to  the  fact  that  changes  of  this 
character,  adopted  piecemeal,  are  unnecessarily  troublesome  and  expensive." 

Under  date  of  April  15,  1912,  the  Bureau  wrote  to  the  Globe 
Surety  Company  of  Kansas  City,  Mo.,  in  part  as  follows : 

"1  have  your  favor  of  April  11,  concerning  Bulletin  513,  making  rate  for 
excise  bonds  in  Nebraska.  The  bulletin  was  in  accordance  with  recommenda- 
tions sent  on  to  me  from  Omaha,  Neb.,  signed  by  the  general  agents  of  seven 
companies.  Also,  Mr.  Westcott,  of  the  American  Surety  came  on  from  Mis- 
flouri  and  stated  that  in  view  of  the  situation  there  the  companies  thou^t 
it  vitally  necessary  that  the  $75.00  rate  be  made." 

Bureau  Bulletin  613  above  referred  to  quoted  retail  liquor 
dealers  excise  bonds  of  $5,000  in  Nebraska  at  $75,  superseding 
Bulletin  493,  which  quoted  same  bonds  at  $150. 

Under  date  of  April  12,  1912,  the  Bureau  wrote  to  the  Mary- 
land Casualty  Co.,  referring  to  License  and  Permit  Bonds  in 
Wheeling,  W.  Va.,  in  part  as  follows : 

"  Nothing  in  these  regulations  creates  any  extra  or  unusual  hazard  on 
these  bonds,  and  in  rating  them  we  can  afford  to  go  as  low  as  is  necessary 
to  obtain  the  business.  The  question  practically  is,  what  the  contractors  and 
plumbers  in  Wheeling  will  be  willing  to  pay  for  the  bonds." 

The  following  is  an  extract  from  a  letter  written  by  the  Bureau 
to  the  American  Bonding  Co.  under  date  of  September  1,  1911 : 

"  I  have  your  favor  of  yesterday.  I  have  quit  w^aiting  for  a  copy  of  these 
bonds  and  have  put  out  a  bulletin  to-day  naming  a  rate  of  $15  for  the  $5,000 
bond.    I  have  had  to  do  this  because  it  appears  that  that  rate  was  made  by 
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the  local  asBociation  in  Kansas  City.  This  whole  business  has  been  done 
without  my  getting  a  copy  of  the  bond  from  anybody,  and  I  find  it  appar- 
ently impossible  to  get  a  copy  of  the  bond.  Not  one  of  the  companies  which 
have  written  me  about  the  matter  has  taken  the  pains  to  send  me  a  copy 
of  the  bond.  Therefore,  I  do  not  know  whether  it  includes  blasting,  as  sug- 
gested in  yours  of  Aug.  29,  or  not.'' 

Under  date  of  September  3,  1913,  the  Bureau  wrote  to  the 
Globe  Indemnity  Company  in  part  as  follows : 

'*  CommiBsion  mercliants'  bonds  were  rated  by  a  committee  before  the 
Towner  Rating  Bureau  was  started,  and  on  page  81  of  the  Towner  Manual  I 
printed  the  committee's  rate  of  $2.50  per  M  per  annum  (except  Kansas  City, 
Mo.,  where  live  stock  commission  merchants  are  $2  per  M  per  annum).  Two 
or  three  years  after  the  Ratin^r  Bureau  was  started  there  occurred  a  sudden 
flurry  in  Omaha,  because  a  new  subscriber  (Equitable  Surety  Co.)  had  written 
commission  merchants'  bonds  on  the  Omaha  Grain  Exchange  at  the  manual 
rate  of  $2.50  per  M.  At  that  time  the  Omaha  Surety  Agents  telegraphed  me, 
under  date  of  Aug.  31,  1911,  that  the  local  association  recommended  a  rate 
on  the  Omaha  Grain  Exchange  bonds  of  one  dollar  per  hundred  per  annum. 
This  was  the  occasion  of  Bulletin  386,  dated  Sept.  1,  1011,  making  the  rate 
of  one  per  cent  on  these  bonds.  Subsequently  I  took  the  matter  up  by  corres- 
pondence with  the  Omaha  Association  and  pointed  out  to  them  that  the  bond  of 
the  Union  Stock  Yards  was  only  $2.50  per  M  per  annum,  which  rate  had  been 
effective  for  a  long  time  without  any  dissatisfaction  or  complaint.  They  have 
never  requested  a  different  rate  on  the  Omaha  Grain  Exchange.     ♦     ♦     •  » 

"After  long  correspondence,  without  very  much  satisfaction,  I  got  a  letter 
from  the  Secretary  of  the  Omaha  Association,  under  date  of  Feb.  8,  1912, 
stating  that  the  local  association  thought  the  rates  should  stand  as  they  now 
appear  in  the  rate  manual.  That  leaves  the  rate  of  $2.50  per  annum  appli- 
cable to  the  Live  Stock  Exchange  and  the  Omaha  Grain  Exchange.    »    ♦    *  " 

Under  date  of  March  8,  1912;  the  Bureau  wrote  to  the  Empire 
Surety  Co.  in  part  as  follows: 

"As  for  the  charge  that  the  U.  S.  Fidelity  &  Guaranty  Co.  have  recently 
executed  a  bond  for  a  receiver  in  bankruptcy  at  a  charge  of  $2  per  M,  I  beg 
to  say  that  they  have  not  authority  from  this  rating  bureau  to  do  so,  and  if  it 
is  true,  complaint  should  be  made  to  Mr.  Stryker. 

"  If  your  St.  Louis  agent  wants  a  reduction,  let  him  canvass  the  local 
agents  and  send  me  a  petition  signed  by  them  requesting  it.  The  rate  is 
already  less  than  it  is  elsewhere  in  the  U.  S.  and  I  am  reluctant  to  reduce 
it  further  if  it  can  be  avoided." 

Influence  of  Non-Bureau  Competition 

An  examination  of  the  correspondence  files  of  the  Bureau  seems 
to  establish  the  fact  that  competition  has  a  considerable  influence 
upon  the  Bureau  in  the  matter  of  fixing  and  promulgating' 
premium  rates.     The  following  quotations  are  submitted,  viz. : 
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Under  date  of  July  15,  1911,  the  Bureau  wrote  to  the  U.  S. 
Fidelity  &  Guaranty  Company  of  Baltimore,  Md.,  in  part  as 
follows : 

"  I  have  yours  of  the  13th  instant  concerning  rates  for  the  above  road,  and 
note  your  statement  that  an  outside  company  appears  to  be  carrying  this  road 
at  37  V^  cents.  In  order  that  you  may  successfully  compete  for  this  line  you 
may  quote  35  cents  per  $100  per  annum,  with  a  minimum  of  $2  for  the 
fidelity  bonds  and  regular  manual  rates  for  the  other  classes  of  business. 

"  For  your  information  on  this  business,  I  beg  to  state  that  the  Title 
Guaranty  &  Surety  Co.  carried  this  schedule  on  their  own  form  of  bond  for 
three  years  at  the  50 -cent  rate  but  their  experience  was  *  decidedly  unprofit- 
able.' In  view  of  this  I  feel  constrained  to  name  a  higher  rate  than  35  cents, 
but  fail  to  do  so  on  account  of  the  37^  cent  rate  obtained  by  an>  outside 
company." 

Under  date  of  May  24,  1913,  the  Bureau  wrote  to  the  Amer- 
ican Fidelity  Co.,  Montpelier,  Vt,  as  follows: 

"  I  enclose  herewith  a  bulletin  which  I  have  transmitted  to  all  subscribers 
to  reach  them  Monday  morning,  May  26,  when  you  will  receive  this  letter. 
You  will  notice  that  it  reduces  the  rate  for  commission  merchant  bonds  in 
New  York  State  to  $4  per  thousand  per  annum.  In  explanation  I  have  to 
say  that  I  have  indubitable  information  that  this  rate  has  been  established 
by  some  companies  which  are  not  subscribers  to  this  rating  bureau.  I  took 
the  pains  to  secure,  so  far  as  possible,  the  co-operation  of  all  concerned,  includ- 
ing non- subscribers,  in  establishing  the  $5  a  thousand  rate  on  these  bonds.  I 
thought  I  had  been  successful  in  this,  but  the  event  proves  otherwise.  Ac- 
cordingly I  have  met  the  situation  as  I  found  it." 

On  June  16,  1911,  the  Bureau  wrote  to  the  American  Bonding 
Co.,  Baltimore,  Md.,  in  part  as  follows: 

"  The  rate  of  25  cents  which  I  gave  in  Bulletin  353  was  based  principally  on 
the  fact  that  experience  has  shown  that  it  is  so  difficult  as  to  be  practically 
impossible  to  get  a  higher  rate  on  these  men  who  do  not  handle  money,  no 
matter  what  their  other  duties  are.  In  fact,  in  one  notable  instance  we 
were  driven  to  a  much  lower  rate.  On  the  grain  weighers  and  inspectors  who 
are  bonded  to  the  State  Railroad  &  Warehouse  Commission  of  Minnesota,  we 
had  a  long  controversy  with  the  Commission,  which  ended  finally  in  our 
being  forced  to  accept  a  rate  of  one  dollar  per  M  per  annum  on  these  bonds, 
and  that  is  now  given  in  the  Towner  Manual,  at  page  86.  Elsewhere  the  rate 
is  $2.50  per  M." 

Extract  from  letter  of  May  11,  1910,  from  Bureau  to  National 
Surety  Co.,  New  York  City,  viz. : 

"  The  correct  rate  for  commission  merchant  bonds  to  the  State  Railroad  ft 
Warehouse  Commission  of  Minnesota  is  $6  per  M  per  annum,  as  g^ven  on  page 
96.    The  same  rate  prevails  elsewhere  (manual,  page  81 ) .    These  are  hazardous 
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bonds  wherein  the  surety  guarantees  that  commission  merchants  will  account 
for  and  pay  over  to  the  consignors  the  proceeds  of  all  farm  products,  etc., 
sent  to  the  commission  merchants.  These  consignors  are  at  a  distance  and 
rely  upon  the  bond  for  their  guaranty  and  the  rate  is  certainly  not  too  high." 

On  May  5,  1913,  Fitzhugh  Burns,  President  of  the  Surety 
Underwriters'  Association,  wired  to  the  Bureau  as  follows: 

"  Surety  Underwriters'  Association  of  Minnesota  passed  a  resolution  re- 
questing the  $4  rate  on  commission  merchant  bonds  to  State  of  Minnesota  to 
meet  rate  promulgated  by  American  Fidelity  of  Montpelier.  Minimum  $8. 
Extremely  important  as  new  bonds  must  be  written  for  all  commission  men 
and  when  once  written  no  sub3titute  surety  will  be  accepted.  Request  imme- 
diate action.     Copy  of  resolution  will  follow." 

On  May  6,  1913,  the  Towner  Eating  Bureau  wired  IJr. 
Towner,  who  was  at  that  time  at  French  Lick  Springs,  Indiana, 
as  follows: 

"  Surety  Underwriters  Minnesota  passed  resolution  $4  rate  commission  mer- 
chants bonds  to  railroad  commission,  minimum  $8.  Meet  rate  American 
Fidelity  Company.  Bonds  being  given.  Telegrams  from  Burns  and  Adams, 
Minneapolis,  urge  immediate  action.     If  bulletin,  reach  companies  when?'' 

Upon  the  same  day.  May  6,  1913,  Mr.  Towner  wired  B.  B. 
Bailey  of  the  American  Fidelity  Company,  Montpelier,  Vt.,  as 
follows : 

'*  Please  maintain  rate  $5  per  M  commission  merchants  bonds  Minnesota. 
This  has  been  undisturbed  for  years.     Answer." 

The  American  Fidelity  Company  replied  on  same  day  as 
follows : 

**  Regret  cannot  comply  with  your  request  commission  merchants*  bonds 
Minnesota." 

Whereupon  Mr.  Towner  wired  the  Bureau  on  same  day  as 
follows : 

"  Wire  all  subscribers  doing  business  in  Minnesota  day  message  May  7  as 
follows :  '  Rate  commission  merchants'  Minnesota  $4  per  M.  Effective  imme- 
diately.     Minnesota  only.' " 

And  on  May  22,  1913,  a  bulletin  was  issued  promulgating  the 
four  dollar  rate  on  such  bonds  for  the  State  of  Minnesota. 

Also,  in  the  case  of  plumbers'  bonds  in  Greater  New  York,  the 
Bureau  promulgated  the  rate  of  $3  per  M  per  annum  for  the 
first  borough,  and  $2  for  each  additional  borough  for  the  same 
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applicant.  Upon  receipt  of  information  that  the  Casualty  Com- 
pany of  America  (a  non-bureau  company)  had  quoted  a  rate  of 
$2  per  M  per  annum^  the  Bureau  issued  a  bulletin  promulgating 
the  same  rate. 

Influence  of  Legislation 

Under  date  of  August  4,  1911,  the  Bureau  wrote  to  the  Massa- 
chusetts Bonding  &  Insurance  Company,  as  follows : 

**  On  my  return  to  this  office  from  the  West  I  have  read  your  favor  of  July 
21.  I  do  not  approve  the  25  cent  rate  in  Wisconsin  any  more  than  you  do, 
but  I  have  put  it  out  because  the  only  pending  public  bonds  at  this  time  are 
the  bonds  of  certain  positions  created  by  the  last  legislature  where  a  distinct 
appropriation  has  been  made  and  the  companies  were  anxious  to  write  these 
bonds  for  the  amount  of  the  appropriation,  and  the  appropriation  complies 
with  a  rate  of  one-fourth  of  one  per  cent  per  annum. 

"  I  expect  to  bring  this  whole  matter  up  for  discussion  at  the  meeting  of 
the  public  official  rating  committee  this  fall.  The  principal  officers  on  which 
the  rate  should  be  increased  are  sheriffs,  constables,  justices  of  the  peace  and 
treasurers.  On  treasurers,  however,  the  rate  is  very  little  less  than  the 
Nebraska  rate,  at  which  the  companies  were  anxious  to  write  Nebraska  county 
treasurers.  My  attempt  to  get  more  than  the  statutory  rate  of  premium  on 
public  official  bonds  has  almost  always  failed.  In  Wyoming  the  statutes 
authorize  a  rate  of  $5  per  M  and  I  was  practically  forced  to  reduce  the  rate 
on  constables  and  justices  of  the  peace  to  that  figure,  because  the  companies 
could  not  collect  from  these  officers  individually  any  premium  in  excess  of  the 
amount  authorized  by  statute  to  be  paid  by  the  county." 

Eesebves 

Bonds  with  Unlimited  Claim  Period: 

In  addition  to  undertakings  running  in  favor  of  the  United 
States  government,  the  surety  companies  are  now  executing  bonds 
wherein  have  been  eliminated  all  restrictions  as  to  time  during 
which  claims  may  be  made  for  losses  occurring  during  the  period 
of  protection  covered  by  the  bond.  Notable  instances  of  this  kind 
are  the  statutory  form  of  oflBcial  bond  now  required  in  the  Com- 
monwealth of  Massachusetts,  and  the  special  form  known  as 
the  American  Bankers'  Association  Standard  Form  of  Fidelity 
Schedule,  which  latter  form  is  now  required  by  many  banks  that 
are  members  of  that  Association. 

The  present  law  makes  no  reserve  provision  for  losses  which 
may  develop  after  a  bond  has  expired,  although  liability  may  con- 
tinue for  many  years.'  Manifestly  some  reserve  ought  to  be  car- 
ried to  cover  this  contingency;  and  this  view  is  supported  in  a 
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letter  written  by  the  Bureau  to  the  State  Insurance  Department 

under  date  of  February  24,  1914,  in  which,  referring  to  premium 

rates  for  fidelity  bonds,  it  is  stated : 

'*  On  this  c1m8  of  bonds  losses  are  so  long  deferred  and  so  slow  to  mature 
that  apparent  profits  may  accrue  for  many  years  which  will,  when  sufficient 
time  has  elapsed,  be  all  paid  out  in  meeting  the  unknown  losses  which  have 
been  hidden  and  accumulated  during  that  time,  •  *  *.  xhe  Rating 
Bureau,  therefore,  must  take  into  account  in  its  rates  the  element  of  con- 
cealed losses  and  the  slow  maturity  of  claims." 

If  concealed  losses  and  slow  maturing  claims  must  be  taken 
into  account  in  making  the  premium  rate,  obviously  those  factors 
ought  also  to  be  considered  in  establishing  reserves. 

The  difficulty  of  formulating  a  method  of  computing  reserves 
on  this  class  of  bonds  which  shall  be  adequate  and  at  the  same 
time  reasonable,  is  appreciated.  Kevertheless,  it  is  believed  that 
some  means  should  be  found  for  safeguarding  the  solvency  of 
companies  issuing  such  bonds,  and  the  following  plan  is  there- 
fore submitted. 

After  the  expiration  of  the  term  for  which  the  bond  is  written, 
charge  a  reserve  as  follows : 

Ist  year,  42%  of  the  earned  premium. 
2nd  year,  35%  of  the  earned  premium. 
3rd  year,  28%  of  the  earned  premium. 
4ih  year,  21%  of  the  earned  premium. 
5th  year,  14%  of  the  earned  premium. 
6th  year,    7%  of  the  earned  premium. 

While  it  is  recognized  that  this  period  of  six  years  may  poj^ 
aibly  be  too  short  in  many  cases,  still,  on  the  whole,  and  especially 
in  view  of  the  fact  that  the  statutes  of  limitations  in  many  states 
limit  liability  to  a  period  of  five  or  six  years,  it  is  believed  to  be 
sufficient. 

Bonds  with  Clauses  Limiting  Period  of  Discovery: 

The  majority  of  Fidelity  bonds  contain  what  is  known  as  a 
"  cut-oif  "  clause,  i.  e.^  a  clause  limiting  the  period  of  discovery 
of  wrongdoing  for  which  the  surety  may  be  held  responsible  to  a 
stated  period,  usually  six  months  or  a  year  (but  sometimes  less 
than  six  months  and  sometimes  more  than  a  year),  after  a  bond 
has  expired ;  and  in  case  the  bond  is  renewed,  limiting  the  liability 
to  the  renewal  bond. 
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Here  also  is  presented  a  situation  where  iio  reserve  is  required 
under  the  present  law  after  the  term  for  which  the  bond  is  written 
has  expired.  It  is  believed  that  some  reserve  provision  ought  to 
be  made  to  cover  the  period  between  the  "  expiration "  of  the 
bond  and  the  date  when  the  "  cut-off  "  clause  becomes  operative. 
It  is  suggested  that  it  would  not  be  unfair  to  require  the  setting 
aside  of  a  reserve  on  bonds  of  this  class  of  25  per  cent  of  the 
.earned  premium. 

Cumulative  Liability: 

The  1913  session  of  the  Wisconsin  legislature  passed  an  act 
requiring  all  officers  of  building  and  loan  associations  in  that  state 
to  file  a  new  bond  annually,  and  also  prescribing  the  form  of  bond 
to  be  used  for  such  officers.  This  statutory  form  of  bond  does  not 
contain  any  provision  limiting  the  period  of  discovery  of  loss,  and 
since  the  law  specifically  requires  that  a  new  bond  be  issued  each 
year,  it  will  impose  a  cumulative  liability  upon  surety  companies. 
For  example,  if  a  new  bond  for  $5,000  is  given  each  year  for  a 
period  of  ten  years,  there  will  be  a  possible  outstanding  liability 
of  $50,000. 

Attention  is  also  directed  to  the  case  of  the  Alexander  Campbell 
Milk  Company  of  Brooklyn  vs.  The  United  States  Fidelity  & 
Guaranty  Company,  recently  decided  by  the  Appellate  Division 
of  the  Supreme  Court  of  New  York,  wherein  it  is  held  that  there 
i&  a  cumulative  liability  on  surety  bonds.  The  controversy  arose 
over  the  sum  to  be  paid  by  the  surety  company  on  account  of  the 
peculations  of  an  employee  of  the  milk  company,  a  bond  for 
$2,500  having  been  issued  and  renewed  yearly.  These  pecula- 
tions dated  back  four  or  five  years,  and  the  court  held  that  the 
surety  company  was  liable  for  the  amount  taken  each  year,  pro- 
vided such  amount  did  not  exceeded  the  amount  of  the  bond,  and 
awarded  judgment  for  $6,000.  The  case  will  probably  be  taken 
to  a  higher  court. 

In  each  of  the  cases  above  mentioned  are  presented  interesting 
questions  respecting  reserves  that  surety  companies  ought  to  carry 
on  account  of  bonds  carrying  cumulative  liability.  Obviously  the 
unearned  premium  reserve  is  utterly  inadequate.  I  am  of  the 
opinion  that  a  percentage  of  the  earned  premium  ought  to  be  set 
aside  as  a  reserve  at  the  expiration  of  each  policy  term. 
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Surety  Association  of  America 

There  appears  to  be  a  very  close  relationship  existing  between 
the  Towner  Rating  Bureau  and  the  Surety  Association  of  America. 

Under  date  of  June  16,  1911,  a  subscriber  (American  Bonding 
Company)  wrote  to  the  Bureau  in  reference  to  a  reduction  of  a 
premium  charged  by  it  below  Towner  rates  in  part  as  follows: 

**  We  wish  to  bring  this  to  the  attention  of  your  department  so  that  we 
might  not  prejudice  ourselves  in  the  opinion  of  the  other  companies  and 
make  ourselves  liable  to  reinsure  the  entire  bond  at  the  manual  rate." 

When  Mr.  Towner's  attention  was  directed  to  this  quotation  he 
stated  that  some  of  the  bureau  companies  had  entered  into  a  vol- 
untary agreement  or  understanding  with  the  Surety  Association 
of  America  providing  that  in  the  event  a  company  should  charge 
a  rate  on  a  bond  less  than  the  Towner  rate,  such  a  company  should 
be  penalized  by  the  Surety  Association  of  America  by  requiring 
it  to  reinsure  such  bond  at  Towner  rates. 

The  following  is  a  copy  of  bulletins  of  the  Surety  Association 
of  America  found  in  the  files  of  the  Towner  Rating  Bureau : 

"  The  Subety  Association  of  America, 
80  Maidex  Lane, 

New  York,  Oct.  14,  1913. 
Re  Augustus  W.  Bomberoer, 

Cashier  of  U.  S.  Mint,  Philadelphia. 
To  all  CompanieSf  Member 8  of  the  Association: 
Herewith  enclosed  please  find  my  decision  in  the  above  case. 

Yours  truly, 
(Signed)     R.  R.  Gilket,  Secretary." 


Attached  to  the  original  of  the  above  copy  is  a  sheet  of  which 
the  following  is  a  copy: 

"  The  Surety  Association  of  Akerica, 
80  Maiden  Lane,  New  York. 
National  Surety  Company,  Complainant, 

va. 
United  States  Fidelity  &  Guaranty  Co.,  Defendant. 
Augustus  W.  Bomberger,  Cashier, 

U.  S.  Mint,  Philadelphia,  Pa. 

This  case  arises  upon  the  complaint  of  the  National  Surety  Company  against 
the  U.  S.  Fidelity  &  Guaranty  Co.  The  complaint  alleges  that  the  U.  S. 
Fidelity  ft  Guaranty  Co.  wrote  the  bonds  of  Augustus  W.  Bomberger,  Cashier 
of  the  U.  S.  Mint  at  Philadelphia,  Pa.,  in  the  sum  of  $30,000,  at  the  rate 
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of  one  dollar  per  thousand  per  annum,  whereas  said  bond  should  have  been 
written  at  the  rate  of  $1.35  per  thousand  per  annum,  which  is  the  manual 
rate  of  the  U.  S.  Fidelity  A  Guaranty  Co. 

The  U.  S.  Fidelity  &  Guaranty  Co.,  in  its  answer  to  the  complaint,  states 
that  it  has  been  bonding  Mr.  Bomberger  since  1906  as  cashier  and  clerk  in  the 
U.  S.  mint,  and  also  has  been  carrying  the  bond  of  the  cashier,  Joseph  M. 
Murphy,  who  was  succeeded  as  cashier  by  Mr.  Bomberger  in  December,  1912; 
that  when  Mr.  Bomberger  succeeded  Mr.  Murphy  as  cashier,  as  a  matter  of 
course  he  applied  to  the  U.  S.  Fidelity  &  Guaranty  Co.  for  his  bond.  The 
answer  to  the  complaint  is  silent  as  to  the  rate  of  premium  charged  on  the 
bond.     I  have  therefore  assumed  that  the  allegation  in  the  complaint  is  true. 

There  is  no  claim  by  the  National  Surety  Co.  that  it  would  have  secured 
the  business  if  its  rate  had  been  the  same  as  the  company  complained   of. 
On  the  other  hand,  it  is  taken  for  granted  that  Mr.  Bomberger,  having  been 
bofided  by  the  U.  S.  F.  &  G.  Co.,  would  naturally  favor  that  company  with 
his  bond.    Reinsurance  of  the  bond  is  asked  for  the  reason  that  the  U.  S.  F.  &  6. 
took  the  business  below  its  manual  rate.     This  fact  established,  it  is  only 
necessary  to  determine  how  the  reinsurance  shall  be  distributed.    I  do  not 
believe  it  proper  or  equitable  to  make  the  award  of  the  reinsurance  to  the 
complaining  company,  for  the  reason  that  it  did  not  bid  upon  the  business, 
and  therefore  it  did  not  suffer  any  damage  exclusive  to  itself.     The  damage 
was  equal  to  all  companies  who  might  have  written  his  bond  and  bid  upon  it 
at  their  manual  rates.     As  there  is  nothing  in  the  investigation  of  the  casv 
showing  whether  any  other  company  or  companies  bid  upon  this  bond,  and  if 
any  such  did  bid  the  rates  bid  for  the  bond,  I  am  of  the  opinion  that  equity 
requires  that  the  bond  be  reinsured  with  all  companies  qualified  to  do  busi- 
ness with  the  U.  S.  Government  at  the  full  manual  rate  of  $1.35  per  thousand 
per  annum,  without  any  deductions  for  commissions  or  otherwise,  and  I  so 
rule. 

Dated,  New  York,  N.  Y.,  May  19,  1918." 

[No  signature.] 

The  following  is  an  extract  from  a  letter  to  the  United  States 
Fidelity  &  Guaranty  Company,  dated  January  24,  1911 : 

"  The  function  of  this  Bureau  is  to  issue  advisory  rates  to  its  subscribers, 
and  I  have  no  authority  to  authorize  a  departure  from  the  rates  given* 
However,  in  adjusting  this  premium  to  the  amount  of  suretyship  actually 
wanted,  namely,  $10,000  in  this  district  and  $10,000  in  the  Eastern  District, 
I  should  think  you  could  take  what  is  fair.     See  Mr.  Stryker." 

Note. —  Mr.  Stryker  was  president  of  the  Surety  Association  of  America. 

Conclusion 

The  main  purpose  of  the  Bureau  seems  to  be  the  establishment 
of  premium  rates  which  ahall  be  imiform  and  as  far  as  poaBible 
at  least  adequate.  I  am  tmable  to  find  that  these  rates  are  predi- 
cated upon  any  definite  statistical  data ;  in  fact,  there  is  a  remark- 
able absence  of  such  data  from  the  files  of  the  Bureau,  and  although 
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some  efforts  have  been  made  to  secure  from  subscribing  companies 
figures  showing  their  experi^ice,  they  have  for  the  most  part  been 
unsuccessful. 

According  to  Mr.  Towner,  the  rates  promulgated  are  in  every 
instance  the  product  of  his  own  individual  judgment,  often  formed 
after  correspondence  or  conference  with  well  informed  men  in 
the  surety  business.  On  local  bonds,  rates  have,  in  some  instances, 
been  influenced  by  competition  of  non-subscribing  companies,  or 
the  expressed  wishes  of  local  organizations  of  surety  managers. 

Although  not  all  subscribers  to  the  Bureau  are  members  of  the 
Surety  Association  of  America,  nearly  all  of  them  are;  and  it 
appears  that  there  exists  an  agreement  or  understanding  between 
the  members  of  the  Surety  Association  of  America  to  maintain 
Bureau  rates  or  else  suffer  the  penalty  of  reinsuring  any  business 
written  at  less  than  Bureau  rates  with  other  members  of  the 
Surety  Association  at  Bureau  rates. 

I  am  of  the  opinion  that  the  Bureau  performs  a  work  that  is 
essential  to  the  proper  conduct  of  the  surety  business,  since  it  is 
obvious  that  if  each  company  were  without  any  restraint  in  the 
making  of  rates  competition  would  lead  to  promiscuous  rate- 
cutting  and  consequent  demoralization  and  probably  in  some  cases 
to  insolvency. 

In  my  opinion  subscribing  companies  ought  to  furnish  to  the 
Bureau  as  complete  statistical  tables  of  experience  as  possible,  so 
that  the  Bureau  might  be  able  to  predicate  its  rates  on  a  scien- 
tifically sound  basis.  In  making  this  suggestion  I  am  not  un- 
mindful of  the  fact  that  many  difficulties  are  to  be  met  with  in 
any  attempt  to  base  surety  rates  on  mathematical  formulae  owing 
to  tlie  frequent  and  sometimes  radical  changes  which  are  made  in 
forms  of  bonds,  and  to  the  uncertainty  of  the  ultimate  liabilities 
to  which  surety  companies  are  exposed. 

The>e  changes  and  uncertainties,  of  course,  lessen,  in  a  measure, 
the  value  of  any  statistical  tables  which  represent  the  actual  expe- 
rience of  the  companies.  Furthermore,  the  great  diversity  that 
exists  in  the  underwriting  methods  of  the  various  companies  ren- 
ders statistical  information  derived  from  experience  of  uncertain 
value.  All  such  information,  of  course,  must  be  subjected  to  crit- 
ical analysis  before  it  is  accepted  as  a  basis  for  rate  making. 
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WORKMEN'S  COMPENSATION  SERVICE 

New  York,  N.  Y. 

Examined  as  to  methods  and  manner  of  operation  covering 
period  from  date  of  organization  to  March  31,  1913. 
Report  dated  July  30,  1913. 
Examiner:   Leon  S.  Senior. 

History  and  Organization 

On  July  6,  1910,  representatives  of  seventeen  companies  trans- 
acting employers'  liability  insurance  in  this  State  met  for  the  pur- 
pose of  discussing  the  effect  of  the  Workmen's  Compensation  Law 
enacted  that  year  by  the  New  York  Legislature.  As  a  result  of 
such  meeting,  two  committees  were  appointed — (1)  a  committee 
of  five  attorneys,  representing  the  same  number  of  companies,  to 
consider  the  constitutionality  and  scope  of  the  law;  and  (2),  a 
committee  of  seven  underwriters,  representing  as  many  companies, 
to  consider  the  question  of  rates  to  be  charged  under  the  Com- 
pensation Law;  to  promulgate  a  manual  and  establish  rules  as  a 
basis  for  transacting  compensation  insurance. 

Committee  of  Seven: 

The  committee  of  underwriters  became  known  as  "  The  Com- 
mittee of  Seven  "  and  its  authority  was  later  extended  to  cover  all 
matters  relating  to  liability  insurance  in  the  United  States.  The 
committee  devoted  its  attention  to  the  classification  of  risks,  Qie 
regulation  of  commissions  and  the  construction  of  standard  manual 
rates.  The  work  involved  became  so  large  that  on  September  9, 
1910,  the  committee  recommended  the  formation  of  a  bureau  for 
the  purpose  of  performing  the  service  rendered  to  the  companies 
by  the  committee  of  seven.  At  a  meeting  held  on  September  21, 
1910,  the  companies  approved  the  recommendation,  appointed  a 
committee  of  three  to  organize  a  bureau  and  such  organization  was 
perfected  on  December  6,  1910. 

Formation  of  Bureau: 

At  a  meeting  held  on  that  date,  nineteen  companies  transacting 
liability  insurance  agreed  to  become  members  of  the  "  Workmen's 
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Compensation  Service  and  Information  Bureau  "  and  adopted  a 
constitution  for  the  government  of  its  affairs.  Various  changes 
have  taken  place  in  the  membership  of  the  bureau  since  the  date 
of  its  organization.  Three  companies  composiiig  the  original  mem- 
bership of  the  bureau  have  retired  from  the  business,  four  have 
withdrawn  from  the  bureau  and  three  of  the  present  members 
entered  the  bureau  subsequent  to  its  organization. 

Membership: 

The  following  companies  constitute  the  present  membership  of 
the  bureau : 

^tna  Accident  and  Liability Hartford. 

iEtna  Life  Insurance  (('asualty  Department) Hartford. 

Casualty  Company  of  America New  York. 

Employers*  Liability  Assurance  Corporation  (U.  S.  Branch) .   Boston. 

Fidelity  and  Casualty  Company  of  New  York New  York. 

•Fidelity  and  Deposit  of  Maryland Baltimore, 

Frankfort  General  Insurance  (U.  S.  Branch) New  York. 

•Globe  Indemnity New  York. 

•Guardian  Casualty  (Not  admitted  in  N.  Y.) Salt  Lake  City. 

London  Guarantee  and  Accident  ( U.  S.  Branch ) Chicago. 

Maryland  Casualty    Baltimore. 

New  Amsterdam  Casualty New  York. 

Ocean  Accident  and  Guarantee  Corporation  (U.  S.  Branch).  New  York. 

Royal  Indemnity    New  York. 

Standard  Accident  Detroit. 

Travelers  Indemnity  Co Hartford. 

Travelers  Insurance  Co.  (Accident  Department) Hartford. 

United  States  Casualty New  York. 

United  States  Fidelity  and  Guaranty Baltimore. 

The  following  companies,  members  of  the  bureau  at  the  time 
of  organization,  have  since  retired  from  business: 

Empire  State  Surety New  York. 

Peoples  Surety   New  York. 

Pennsylvania  Casualty   Philadelphia. 

The  following  companies  have  withdrawn  from  the  bureau: 

General  Accident   ( U.  S.  Branch) New  York. 

Pacific  Coast  Casualty San  Francisco. 

Pacific  Surety   San  Francisco. 

•Preferred  Accident New  York. 

Prudential  Casualty   Indianapolis. 


*  Entered  the  bureau  subsequent  to  its  organisation. 
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Liability  Conference: 

The  first  aasociation  for  rate  making  in  liability  insurance  was 
formed  in  1896  by  the  following  companies: 

Travelers  Insurance  Company  (Accident  Department) Hartford. 

Fidelity  and  Casualty  Company New  York. 

Employers'  Liability  Assurance  Corp.  (U.  S.  Branch) -Boston. 

London  Guarantee  and  Accident  Co.  (U.  S.  Branch) Chicago. 

Standard  Accident Detroit. 

United  States  Casualty New  York. 

Union  Casualty    St.  Louis. 

This  association  of  companies  was  known  as  "  The  Liability 
Conference."  The  companies  in  the  "  Conference "  agreed  to 
organize  a  Bureau  of  Statistics,  to  adopt  uniform  manual  rates 
and  standard  policy  forms.  In  1904,  as  a  result  of  competition, 
the  agreement  as  to  rates  was  nullified  and  the  Conference  con- 
fined its  functions  to  gathering  and  compiling  statistical  exper- 
ience for  the  information  of  the  liability  underwriters.  In  May, 
1911,  the  Bureau  of  Liability  Insurance  Statistics,  formerly  part 
of  the  Liability  Conference,  was  merged  with  the  "  Workmen's 
Compensation  Service  and  Information  Bureau." 

Purposes  and  Activities 

The  constitution  of  the  bureau,  as  adopted  at  time  of  organiza- 
tion, stated  the  objects  to  be  as  follows : 

The  objects  of  the  Bureau  shall  be  to  aid  in  the  preparation  of  plans  for 
the  compensation  of  working  people  who  are  engaged  in  industrial  occupations; 
to  devise  and  recommend  safeguards  and  safety  appliances  for  the  protection 
of  working  people  again«t  the  hazards  to  which  they  may  be  exposed  by  reason 
of  their  occupations;  to  gather  and  collate  information  and  statistics  concern- 
ing industrial  occupations;  to  promote  the  interests  of  the  companies  which 
issue  Workmen's  Compensation  or  liability  insurance  and  the  service  which 
may  be  rendered  under  "  Workmen's  Compensation  plans  "  to  the  publio  as  well 
as  to  emploj-ers  and  employees;  to  collate  and  tabulate  such  experience  as 
may  be  submitted  to  it;  to  make  such  recommendations  from  time  to  time 
as  the  Governing  Committee  may  deem  to  be  for  the  benefit  of  the  members; 
and  in  these  several  respects  to  promote  the  exchange  of  information  which 
may  tend  to  the  proper  conduct  of  the  business  in  which  the  members  of  the 
Bureau  are  engaged. 

The  activities  of  the  bureau  for  the  period  covered  by  this 
examination  included  the  construction  and  promulgation  of  manual 
rates  for  employers'  liability,  public  liability  and  workmen's  com- 
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pensation  insurance;  compiling  statistics  of  experience  under 
workmen's  collective  and  workmen's  compensation  insurance; 
interpreting  manual  classifications  of  risks ;  supervising  the  under- 
writing practices  of  the  members  and  regulating  the  commissions 
payable  to  agents  and  brokers. 

In  addition  to  its  actuary,  Mr.  Stanley  L.  Otis,  and  clerical 
employees,  the  work  of  the  bureau  is  directed  by  the  following 
officers  and  committees: 

Theodore  E.  Gaty,  of  the  Fidelity  and  Casualty  Com- 
pany    Chairman. 

\V.  F.  Moore,  of  the  New  Amsterdam  Casualty  Com- 
pany   Secretary  and  Treasurer. 

Governing  Committee: 

This  committee  is  composed  of  representatives  of  eight  com- 
panies. It  meets  monthly  and  has  general  charge  and  management 
of  the  affairs  of  the  bureau. 

Standing  Manual  Committee: 

This  committee  has  charge  of  the  preparation  of  the  various 
State  manuals  and  to  it  are  referred  the  various  questions  in  con- 
nection with  the  amendments  of  the  rules  of  the  existing  manuals, 
wording  of  classifications,  alterations  in  rates  and  establishment 
of  new  classifications. 

General  Reference  Committee: 

To  this  committee  is  referred  a  variety  of  questions  regarding 
underwriting  principles  and  practices,  approval  of  reduced  rates 
applied  for  by  the  several  companies  and  covered  by  the  rules 
governing  departures  from  manual  rates. 

The  committee  holds  weekly  meetings  and  has  direct  charge  of 
the  bureau  affairs  during  the  interim  of  the  Governing  Committee 
meetings. 

The  Automobile  Committee: 

Has  charge  of  the  preparation  of  the  automobile  manual,  and 
to  it  are  referred  matters  pertaining  to  the  automobile  manual 
and  applications  for  reduced  rates. 
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The  Committee  on  Statistics: 

Has  general  oversight  of  the  statistical  work  of  the  bureau, 
recommends  the  experience  to  be  called  for  and  drafts  forms  of 
sheets  for  reporting  the  experience  of  the  bureau. 

The  Local  Associaiions  Committee: 

Has  general  supervision  of  the  formation  of  local  associations 
at  different  large  cities  of  the  country.  Questions  regarding  the 
form  of  constitution,  by-laws,  rules  and  regulations  are  decided 
by  this  committee. 

Legal  Committee: 

To  this  committee  are  referred  such  questions  as  involve  legal 
questions  on  which  it  is  deemed  desirable  to  have  the  advice  and 
counsel  of  attorneys. 

Uniform  Policy — Unlimited  Coverage  Committee: 

Appointed  for  the  purpose  of  drafting  a  uniform  policy  for  use 
in  compensation  states  where  unlimited  coverage  is  written. 

Anti-Trust  Laws: 

On  April  6,  1911,  the  Governing  Committee  adopted  the  fol- 
lowing resolution : 

Resolved,  tliat  h  committee  of  four  attorneys  be  appointed  to  report  back 
to  the  Bureau  on  all  anti-trust  laws  in  effect  or  proposed  in  all  states  and 
give  this  body  advice  as  to  the  question  of  defending  any  actions  that  may 
be  brought  against  the  companies  and  in  what  states,  in  their  opinion,  it 
would  be  most  suitable  to  defend  such  action. 

The  committee  which  was  appointed  under  authority  of  the 
above  resolution,  in  its  report  submitted  on  May  3,  1911,  classified 
the  states  in  the  three  following  groups : 

(1)  States  that  have  no  anti-trust  laws  or  none  that,  in  the 
judgment  of  the  committee,  could  be  held  applicable  to  an  agree- 
ment in  respect  of  liability  insurance  rates: 

California  Maine  Khode  Island 

Colorado  Maryland  Tennessee 

Connecticut  Missouri  Vermont 

Delaware  Xevada  Virginia 

District  of  Columbia  New  Jersey  West  Virginia 

Florida  New  Mexico  Wyoming 

Indian  Territory  North  Carolina 

Kentucky  Pennsylvania 
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(2)  States  that  have  laws  expressly  prohibiting  combinations 
or  agreements  in  respect  of  insurance  rates : 

Alabama  Kaiuas  Oklahoma 

Arkansas  Michigan  South  Carolina 

G€orgia  Mississippi  South  Dakota 

Indiana  Nebraska  Texas 

Iowa  New  Hampshire  Washington 

(3)  States  that  have  anti-trust  laws  prohibiting  any  agreements 
designed  to  fix  or  r^ulate  the  price  of  commodities : 

Arizona  Massachusetts  North  Dakota 

Idaho  Minnesota  Ohio 

Illinois  Montana  Utah 

Louisiana  New  York  Wisconsin 

The  committee  was  in  doubt  whether  the  statutes  in  the  latter 
named  group  applied  to  a  contract  in  respect  of  insurance  rates, 
that  depending  upon  the  interpretation  of  the  word  "  commodity." 
In  Iowa  and  Indiana  it  has  been  held  that  insurance  is  a  com- 
modity within  the  meaning  of  the  anti-trust  law.  In  Texas  a  con- 
trary decision  was  reached  by  the  Supreme  Court  of  that  State. 
In  Ohio,  where  the  question  has  never  reached  the  highest  court, 
the  lower  courts  have  decided  both  ways. 

The  committee  advised  the  bureau  that  where  the  statute  does 
not  include  words  readily  applicable  to  insurance,  the  use  of  the 
word  "  commodity  "  would  not  be  held  to  include  the  business 
of  insurance. 

In  so  far  as  the  common  law  is  concerned,  the  committee  reported 
that  contracts  in  respect  of  insurance  rates  are  within  the  com- 
mon law  rule  against  contracts  in  restraint  of  trade,  and  that  such 
agreement  be  held  to  be  void  under  the  common  law  rule.  There 
is,  however,  no  penalty  attached  to  any  violation  of  the  common 
law  rule,  and  the  only  effect  of  such  violation  would  result  in  a 
suit  to  enjoin  the  companies  from  carrying  out  the  agreement. 

On  December  19,  1912,  a  committee  of  underwriters  appointed 
to  consider  the  procedure  to  be  adopted  in  so-called  anti-trust 
states  recommended  a  system  of  rating  by  local  rating  bureaus  on 
lines  similar  to  those  pursued  by  fire  insurance  companies.  The 
plan  proposed  a  method  whereby  the  local  rating  bureaus  will 
recommend  rates  to  the  companies,  the  subscribing  companies  to 
adopt  the  recommendations  of  the  local  bureaus. 
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In  March,  1913,  the  constitution  was  amended  and  the  name 
of  the  bureau  was  changed  to  "  Workmen's  Compensation  Service 
Bureau."  The  objects  of  the  bureau  as  stated  in  the  amended 
constitution  are  as  follows : 

1.  To  gather  and  collate  information  and  statistics  concerning  the  number, 
causes  and  cost  of  industrial  accidents. 

2.  To  aid  in  the  preparation  of  plans  for  suitably  insuring  the  compensation 
of  work  people  who  are  injured  while  engaged  in  industrial  occupations. 

3.  To  promote  the  interests  of  the  companies  which  issue  Workmen's  Com- 
pensation or  Liability  Insurance  Policies,  and  the  service  which  may  be  ren- 
dered under  Workmen's  Compensation  plans  to  the  public  as  well  as  to 
employers  and  employees. 

4.  To  provide  facilities  for  the  proper  inspection  of  industrial  risks,  in 
order  that  the  hazards  attaching  to  industrial  oocupations  may  be  minimized. 

5.  To  assist  such  members  as  so  desire  in  the  formation  of  re-insurance 

■ 

agreements  among  themselves. 

6.  To  assist  in  affording  to  the  public  an  opportunity  of  understanding 
the  theory  and  practice  of  Workmen's  Compensation,  the  advantages  attaching 
thereto,  the  cost  thereof,  and  the  best  means  whereby  employees  may  be 
assured  of  the  benefits  to  which  they  may  become  entitled  under  Workmen's 
Compensation  legislation. 

7.  Generally  to  afford  to  members,  to  legislators  and  to  legitimate  inquirers 
any  and  all  information  which  may  assist  in  forming  a  sound  basis  for  pub- 
lic opinion  upon  the  complicated  questions  of  due  compensation  for  industrial 
accidents. 

Under  the  provisions  of  the  amended  constitution,  the  bureau 
proposes  to  create  additional  departments  for  publicity  purposes, 
for  inspection  of  risks  and  for  reinsuranca 

Local  Associations: 

The  bureau  has  been  instrumental  in  organizing  "  The  Casualty 
Insurance  Exchange  of  New  York  "  and  local  underwriters'  asso- 
ciations in  New  Jersey,  Massachusetts,  Michigan,  Illinois, 
Missouri  and  Wisconsin. 

The  objects  of  these  subsidiary  associations  are  to  promote 
uniform  practices  among  agents  and  brokers  by  adhering  to  the 
rates  and  rules  promulgated  by  the  bureau,  to  discourage  rebating 
practices  and  to  regulate  commissions. 

States  Under  Bureau  Jurisdiction: 

The  following  States  are  under  the  jurisdiction  of  the  bureau : 

Arizona  District  of  Columbia  Kentucky 

California  Florida  Maryland 

Colorado  Illinois  Massachusetts 
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Michigan 

N«w  Jersey 

JL6uBCB8Ce 

Montana 

North  Carolina 

Virginia 

Missouri 

Ohio 

Wisconsin 

Nevada 

Oklahoma 

West  Virginia 

New  York 

Rhode  Island 

Employees'  Liability  Insurance  Rates 

The  practice  of  insuring  an  employer's  common  law  and 
statutory  liability  for  accidents  sustained  by  workmen  was  intro- 
duced in  England  soon  after  the  passage  of  the  employers'  liability 
act  of  1880.  Five  years  later,  this  form  of  insurance  was  intro- 
duced in  the  United  States.  For  quite  a  long  period,  the  business 
was  experimental  in  character  and  the  premium  rates  were  largely 
based  upon  experience  derived  from  personal  accident  insurance. 
The  early  manuals  issued  by  the  companies  contained  tables  of 
employers'  liability  rates  based  upon  the  elements  of  hazard  that 
enter  into  the  underwriting  of  personal  accident  insurance.  The 
methods  of  deducing  premium  rates  were  crude  and  unscientific 
and  the  manuals  published  were  merely  used  as  guides  to  reflect 
differences  in  the  character  of  risks. 

From  1890  to  1896,  the  companies  writing  employers'  liability 
insurance  were  engaged  in  free  competition,  without  any  restrain- 
ing influence  on  the  part  of  any  central  bureau.  The  absence  of 
any  definite  principles  in  construction  of  rates,  the  crude  methods 
in  maintaining  loss  reserves  and  the  general  recklessness  in  con- 
nection with  the  management,  brought  about  the  retirement  from 
business  of  six  out  of  eleven  companies  operating  during  the 
above  period. 

Liability  Conference: 

In  1896,  a  call  was  issued  to  the  managers  of  the  several  com- 
panies engaged  in  the  transaction  of  employers'  liability  insurance 
to  meet  for  the  purpose  of  discussing  in  a  friendly  and  informal 
manner  the  difficulties  existing  at  the  time  and  the  need  of  pre- 
paring to  meet  emergencies  likely  to  arise  in  the  future. 

As  a  result  of  this  call,  seven  companies  organized  the  "  Liability 
Conferenca" 

The  Liability   Conference   decided   to   organize   a   statistical 
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bureau,  to  inaugurate  standard  premium  rates  and  to  adopt 
standard  policy  forms.  The  first  manual  issued  by  the  Conference 
was  not  based  upon  any  exact  scientific  data  and  represented  in  a 
large  degree  the  underwriting  judgment  of  the  members  of  the 
Conference.  The  second  manual  issued  in  1898  provided  for  eight 
different  schedules,  classified  according  to  industries,  and  also 
contained  a  differential  in  the  rates  charged  in  the  various  States. 
By  a  comparison  of  loss  ratios,  it  was  discovered  that  the  loss 
experience  in  some  States  was  more  favorable  than  in  other  States ; 
for  example,  the  losses  in  the  eastern  States  were  not  as  high  as 
compared  with  the  losses  sustained  in  the  west  and  southwest. 
This  was  due  to  the  fact  that  the  physical  and  legal  hazards  were 
not  equal  in  all  the  States  and  the  Conference  in  constructing  the 
1898  manual  took  cognizance  of  such  difference  in  hazard. 

The  manuals  issued  by  the  Liability  Conference  in  1901  and 
in  1904  were  based  upon  the  combined  experience  of  the  members 
of  the  Conference,  after  detailed  study  of  the  same  by  the  com- 
mittee. The  method  of  deducing  rates  from  such  experience  was 
devised  by  Mr.  Frank  E.  Law,  and  has  since  been  published  under 
the  title  "A  Method  of  Deducing  Liability  Eates."  This  method 
was  adopted  by  the  Liability  Conference  in  determining  premium 
rates  for  the  use  of  the  members  of  the  Conference  for  a  period  of 
ten  years,  from  1901  to  1910.  A  brief  explanation  of  the  prin- 
ciples involved  in  such  method  appears  later  in  this  report 

The  fundamental  reason  for  the  existence  of  the  Conference 
was  the  hope  that  co-operation  between  the  companies  would  ^lead 
to  the  adoption  of  adequate  rates  and  the  uniform  adherence  of 
companies  in  maintaining  the  Conference  rates.  Differences  of 
opinion  among  underwriters  as  to  the  value  of  manual  rates  and 
the  stress  of  outside  competition  eventually  led  to  departure  from 
manual  rates  and  ended  the  usefulness  of  the  Conference  as  a 
rate-making  organization. 

In  1904,  liability  rates  were  thrown  wide  open  and  the  associa- 
tion of  the  companies,  in  so  far  as  it  affected  rates,  was  ended. 
The  Liability  Conference  thereaftelr  held  but  few  meetings  and 
practically  resolved  itself  into  a  statistical  bureau  for  the  purpose 
of  compiling  and  tabulating  statistics  on  liability  experience. 
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Liability  Statistics: 

Early  in  1906^  the  companies  called  for  experience  statistics 
that  would  indicate  the  pure  premium  loss  on  employers'  and 
public  liability  insurance  for  the  purpose  of  establishing  manual 
rates  on  the  basis  of  combined  experience.  In  response  to  such 
call,  the  following  companies  furnished  their  experience: 

Fidelity  and  CaBualty  Company  of  New  York. 
London  Guarantee  and  Accident  Company. 
Maryland  Casualty  Company. 
New  Amsterdam  Casualty  Company. 
United  States  Casualty  Company. 
Frankfort  General  Insurance  Company. 

With  the  exception  of  the  Frankfort  General  Insurance  Com- 
pany, the  experience  furnished  covered  policies  issued  from  1889 
to  1903,  inclusive,  with  loss  payments  and  estimates  of  outstanding 
claims  brought  down  to  December  31,  1906.  In  the  case  of  the 
Frankfort  General  Insurance  Company,  such  experience  covered 
policies  issued  during  1903  with  loss  payments  and  estimates 
brought  down  to  December  31,  1906. 

The  reported  combined  experience  for  employers'  liability  repre- 
sented a  total  payroll  of  the  entire  country  of  $3,776,429,304. 
The  industries  represented  by  this  payroll  were  divided  into 
twenty-six  schedules,  embracing  1,005  classifications,  arranged  as 
to  analagous  hazards  into  214  groups.  The  combined  experience 
was  tabulated  for  the  whole  country  arid  separately  by  States ;  also 
separately  by  industries  in  every  State. 

Method  of  Deducing  Rates: 

In  determining  the  pure  premium  from  the  experience  statistics 
thus  furnished,  the  Conference  committee  followed  the  method  out- 
lined by  Mr.  Frank  E.  Law,  previously  referred  to.  The  exper- 
ience of  the  country  at  large  was  adopted  as  a  basis ;  the  amount  of 
payroll  for  each  industry  was  divided  into  the  corresponding 
amount  of  paid  and  outstanding  losses.  After  calculating  the 
*  average  pure  premium  loss  for  each  group,  the  committee  deter- 
mined selected  values  of  pure  premiimi  losses.  This  selection  was 
necessary  in  certain  groups,  where  the  experience  was  too  narrow 
and  the  actual  pure  premium  loss  derived  either  too  high  or  too 
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low  as  compared  with  the  results  in  similar  groups  secured  from 
a  broad  experience. 

The  selected  values  of  pure  premium  losses  required  the  follow- 
ing further  corrections : 

First:  Correction  to  reduce  the  selected  values  of  pure 
premium  losses  to  completed  experience.  The  experience  in 
liability  insurance  has  demonstrated  that  it  required  a  period  of 
eight  years  or  more  to  liquidate  the  obligations  that  may  be 
incurred  on  policies  written  for  any  given  policy  year.  The 
reserves  carried  by  the  companies  for  outstanding  losses  were 
regarded  as  inadequate  by  reason  of  imperfect  reserve  laws  and  the 
inability  of  companies  to  estimate  losses  with  reasonable  accuracy 
because  of  legal  conditions. 

Second:  Correction  to  take  account  of  the  tendency  for  "  Busi- 
ness growing  worse."  From  the  underwriters'  point  of  view, 
employers'  liability  insurance  as  a  business  is  growing  worse.  The 
defenses  of  the  employer  have  been  gradually  modified  by  statute 
and  by  court  decisions.  The  employer  is  held  from  year  to  year  to 
greater  accountability  for  personal  injuries  sustained  by  his  work- 
men through  work  accidents;  courts  following  the  spirit  of  the 
times  are  applying  broad  constructions  to  the  fellow-servant  rule 
and  the  theory  of  assumption  of  hazard ;  juries  show  an  unfriendly 
attitude  to  insurance  corporations  and  are  inclined  to  grant  liberal 
verdicts.  All  these  considerations,  in  the  opinion  of  the  under- 
writers, indicate  that  the  pure  premium  loss  obtained  from  past 
experience  will  be  insuificient  when  applied  to  construct  rates  for 
future  business.  An  additional  factor  increasing  the  pure  pre- 
mium loss  to  provide  for  probability  of  "  business  growing  worse  " 
was  therefore  regarded  as  necessary. 

Loading  for  Expenses: 

In  determining  the  factor  for  expense  loading,  the  Conference 
Committee  considered  the  following  three  essential  elements  of 
such  factor:  (1)  Business  getting,  or  commissions  paid  to  agents;  • 
(2)  Underwriting,  which  includes  cost  of  inspections,  payroll 
audits  and  statistics;  (3)  General  expenses,  which  covers  manage- 
ment, taxes  and  license  fees.     The  following  percentages  of  the 
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gross   premiums    were    assumed   in    establishing    the   factor   of 
expense : 

Of  groea 
premium 

Commissiona    25% 

Underwriting  expense   10% 

General  expense 5% 

Underwriting  profit   10% 

Totel    50% 


Counter  Differentials: 

The  gross  premiums  ascertained  so  far  provided  a  basis  for  rates 
for  the  country  as  a  whole.  As  stated  before,  it  had  been  dis- 
covered that  the  physical  and  legal  hazard  was  not  alike  in  all 
States.  The  exposure  to  danger,  the  methods  of  work,  the  enforce- 
ment of  rules  and  the  installation  of  devices  for  prevention  of  acci- 
dents, and  the  character  of  employees,  were  elements  entering  into 
the  physical  hazard  which  varied  materially  in  different  com- 
munities. Similar  variations  were  found  to  exist  in  respect  to  the 
legal  hazard  involved  by  reason  of  differences  in  statutory  laws 
and  decisions  and  in  the  attitude  of  courts  and  juries.  To  express 
these  variations  in  mathematical  form,  comparisons  were  made  of 
the  loss  experience  in  each  State  with  the  loss  experience  for  the 
whole  country  and  a  table  of  counter  differentials  was  constructed, 
which  indicated,  in  percentage  form,  the  ratios  of  loss  experience 
for  each  State  as  compared  with  the  loss  experience  for  the  whole 

country. 

Table  of  Counter  D'iftebentials 


Counter 
State  Differential 

Alabama    1 .  257 

Arizona    .471 

Arkansas   1.062 

California 782 

Colorado    825 

Connecticut    .523 

Delaware  1 .  846 

District  of  Columbia 1 .  105 

Florida    558 

Georgia    1.173 

Idaho 767 

Illinois    1.315 

37 


Counter 
State  Differential 

Indiana    1 .  343 

Indian  Territory 1.934 

fowa 990 

Kansas 1 .  364 

Kentucky    1 .  776 

Louisiana    

Maine    

Maryland    

Massachusetts    

Michigan   

Minnesota  


^15 

811 

600 

973 

658 

1.163 

Mississippi    1 .  128 
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state 
BiiBflouri    

Montana    

Nebraska 

Nevada  

New  Hampshire 

New  Jersey 

New  Mexico  . . . 

New  York 

North  Carolina 
North  Dakota  . . 

Ohio   

Oklahoma    


Counter 
Differential 

1.103 
.300 

1.337 
.385 
.918 
.658 

3.210 
.774 

1.498 
.640 
.829 

1.885 


Oregon   1.119 


State 

Pennsylvania    

Rhode  Island  

South  Carolina   

South  Dakota 

Tennessee    

Texas   

Utah 

Vermont 

Virginia 

Washington 1 .550 

West  Virginia 346 

Wisconsin   1 .086 

Wyoming .426 


Counter 
Differential 

.531 
1.331 
1.309 

.905 
1.858 
1.998 
2.128 

.479 

.953 


The  average  loss  ratio  for  the  whole  country  .486  is  taken  as  1. 
The  percentage  in  the  above  table  shows  to  what  extent  the  hazard 
in  a  given  State  is  greater  or  less  than  the  average  for  the  whole 
country. 

Construction  of  Maniud: 

It  appears  that  no  manual  was  ever  published  representing  rates 
based  upon  the  experience  statistics  compiled  by  the  Liability 
Conference.  The  pure  premiums  indicated  by  the  Conference 
tabulation  have  been  used  by  the  companies  as  a  guide  in  estab- 
lishing rates  for  employers'  liability  insuranca  The  examiners 
compared  the  rates  promulgated  by  the  workmen's  compensation 
bureau  for  employers'  liability  insurance  in  New  York  with  the 
rates  indicated  by  the  statistical  data  gathered  by  the  Liability 
Conference.  Such  comparison  shows  in  many  classifications  a 
wide  departure  between  conference  rates  and  the  bureau  rates.  An 
explanation  of  the  reasons  which  led  the  underwriters  to  depart 
from  the  conference  rates  appears  in  the  minutes  of  the  evidence 
taken  in  the  course  of  the  examination. 

From  the  evidence  of  Theodore  E.  Gaty,  chairman  of  the  Work- 
men's Compensation  Bureau,  it  appears  that  the  underwriters  in 
constructing  the  present  New  York  manual  rates  for  insurance 
to  cover  the  employers'  common  law  liability  as  amended  by  statute, 
started  out  with  the  theory  that  the  cost  to  indemnify  employers 
under  the  present  laws  will  be  equal  to  the  old  liability  rates  plus 
half  the  rates  for  insurance  under  workmen's  compensation  laws. 
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The  comparative  schedule  referred  to,  however,  shows  so  manv 
increases  over  and  decreases  under  the  Conference  rates,  that  this 
theory  was  apparently  abandoned  and  in  its  place  substituted  a 
process  of  rate  making  based  upon  a  comparison  of  the  statistical 
information  in  the  possession  of  the  companies  and  amplified  by 
the  intuitive  method,  commonly  described  as  underwriting  judg- 
ment The  members  of  the  manual  committee  found  difficulty  in 
reaching  agreements  on  liability  rates.  Some  companies  were  in 
favor  of  generally  increasing  the  old  liability  rates  for  the  reason 
that  the  common  law  defenses  have  been  greatly  modified  by  statutes 
and  by  decisions ;  others  took  the  position  that  the  pure  premium 
should  be  lower  than  that  indicated  by  the  statistical  tables  on  the 
ground  that  in  former  years  the  companies  did  not  recover  addi- 
tional premiums  and  that  therefore  the  amount  of  the  payrolls 
indicated  by  the  Conference  figures  was  below  the  actual  amount 
luat  should  have  been  collected.  It  is  admitted  that  the  under- 
writing sense  of  some  committee  members  was  time  and  again 
substituted  in  place  of  the  statistical  experience  before  the  com- 
mittee. Frequently  the  statistical  experience  of  the  Liability  Con- 
ference proved  upon  comparison  to  be  too  narrow.  In  the  com- 
mittee meetings  each  company  brought  its  own  experience.  Com- 
parisons frequently  showed  that  the  following  companies,  The 
Travelers,  The  Aetna,  the  Ocean  Accident  and  the  Employers' 
Liability  Corporations  together,  had  more  experience  than  that 
shown  by  the  Conference  statistics.  The  committee  in  such  cases 
would  take  the  payrolls  of  the  four  companies,  divide  the  payrolls 
into  the  losses  and  create  a  new  pure  premium  as  a  basis  for  a 
rata  Generally  this  method  has  been  followed  for  ratemaking  in 
other  States,  where  employers'  liability  for  personal  injuries  to 
workmen  is  still  based  upon  the  theory  of  negligence,  and  where 
the  common  law  defenses  are  still  available  to  the  employer. 

Effect  of  Compensation  Laws  on  Employers'  Liability  Rates: 

After  the  decision  rendered  by  the  Xew  York  Court  of  Appeals 
in  the  case  of  Ives  v.  South  Buffalo  R.  R.  Co.,  declaring  uncon- 
stitutional the  Wainvmght  Act,  which  provided  compulsory  com- 
pensation to  workmen  engaged  in  hazardous  industries,  the  Legis- 
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lature  of  New  Jersey  adopted  an  elective  eompensatioQ  act,  which 
went  into  effect  on  July  4,  1911. 

The  New  Jersey  statute  provides  the  following  form  of  elec- 
tion :  The  employer  has  the  option  of  either  agreeing  to  pay  conot- 
pensation  to  all  his  injured  workmen  in  accordance  with  a  definite 
schedule  and  regardless  of  whether  the  accident  was  due  to  any 
fault  on  part  of  the  employer,  or  if  he  refuses  to  make  such  agree- 
ment, the  injured  workmen  or  their  dependents  may  sue  at  com- 
mon law  for  damages  and  in  such  suit  the  employer  may  not  inter- 
pose the  defenses  commonly  designated  as  assumption  of  risk, 
fellow-servant  rule  and  contributory  negligence.  Following  the 
enactment  of  the  New  Jersey  compensation  law,  other  States  in 
quick  succession  adopted  elective  compensation  acts. 

It  then  became  important  to  establish  and  promulgate  proper 
rates  for  insuring  employers  who  have  elected  to  accept  the  eom^ 
pensation  act,  and  also  for  insuring  those  employers  who  preferred 
to  remain  without  the  act,  exposed  to  damage  suits  without  limit  aa 
to  recovery,  and  with  the  common  law  defenses  either  entirely 
abolished  or  materially  modified.  In  the  following  States  that 
have  enacted  elective  compensation  laws,  the  problem  of  measuring 
the  value  of  the  employers'  obligations  became  important :  Massa- 
chusetts, Ehode  Island,  Illinois,  New  Jersey,  Michigan,  New 
Hampshire,  California  and  Wisconsin. 

Employers'  Liahility  with  Defenses  Removed: 

In  determining  the  rates  for  employers'  liability  under  the  com- 
mon law  with  defenses  removed,  the  manual  committee  had  to 
rely  largely  upon  the  judgment  of  its  members.  The  companies 
had  no  measure  and  have  no  measure  to-day  of  what  the  cost  will 
ultimately  be  under  an  employers'  liability  act  with  the  defenses 
abrogated.  Some  underwriters  were  of  the  opinion  that  it  would 
cost  more  than  any  compensation  act  yet  introduced  in  the  United 
States.  This  opinion,  however,  was  not  generally  entertained  by 
the  underwriters.  According  to  the  evidence,  the  chairman  of  the 
bureau  was  practically  alone  in  insisting  that  in  the  States  of 
California  and  Wisconsin,  where  the  defenses  of  the  employer  were 
modified  and  the  compensation  schedule  based  upon  60  per  cent  of 
the  employees'  wages,  the  cost  of  insuring  the  employers'  liability 
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for  damages  will  be  as  great  or  nearly  as  great  as  inemring  tHe 
compensation  under  the  act. 

Variation  of  Rates  for  Employers'  Liability  and  Compensation 
Insurance: 

A  comparison  of  rates  in  States  that  have  adopted  elective  acts 
shows  the  following  variations  between  employers'  liability  and 
compensation  insurance : 

Massachusetts:  Employers'  liability  rates  were  placed  25  per 
cent,  higher  than  compensation  rates.  With  the  three  main 
defenses  abolished,  it  was  believed  that  the  losses  under  employers' 
liability  policies  would  be  greater  than  under  compensation 
contracts. 

Rhode  Island:  Rates  determined  upon  same  basis  as  in 
Massachusetts. 

Illinois:  Employers'  liability  rates  are  20  per  cent,  lower  than 
compensation  rates.  If  the  medical  benefit  is  not  covered  by  the 
compensation  policy,  the  rates  are  equal  under  both  forms  of 
insurance.  The  Illinois  act  abrogates  the  two  defenses  of  "  assump- 
tion of  risk  "  and  "  fellow-servant  rule."  Contributory  negligence 
is  a  factor  in  determining  the  amount  of  damages. 

New  Jersey:  Theoretically,  the  rates  for  employers'  liability 
and  compensation  insurance  are  the  same  with  this  exception; 
Distinction  is  made  between  two  policy  forms  — "  Combination 
Coverage  "  and  "  Compensation  Coverage."  The  first  form  coverg 
the  entire  employers'  liability,  including  the  compensation  act 
The  second  form  covers  the  compensation  act  only  and  the  rates 
for  the  second  form  are  10  per  cent,  lower  than  for  the  first.  In 
New  Jersey,  the  employers'  main  defenses,  excepting  wilful  negli- 
gence, have  been  abolished.  In  practice  the  allowance  of  a  10  per 
cent,  discount  makes  liability  rates  higher  to  that  extent  than  com- 
pensation rates. 

Michigan:  The  rates  for  employers'  liability  and  "  Combina- 
tion Coverage"  are  the  same.  The  employers'  main  defenses, 
excepting  wilful  negligence,  have  been  abolished. 

New  Hampshire:  The  rates  for  "  Combination  Coverage"  are 
generally  higher  than  for  employers'  liability.  The  variations 
differ  in  the  schedules  and  in  some  instances  show  increases  as 
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high  as  300  per  cent.  The  act  abrogates  the  employers'  defenses 
of  "Assumption  of  risk  "  and  "  Fellow-servant  rule  "  but  does  not 
disturb  the  doctrine  of  "  contributory  negligence." 

California:  The  rates  for  "  Combination  Coverage  "  are  gen- 
erally higher  than  for  employers'  liability.  The  variations  differ 
in  the  schedules  and  in  some  instances  show  increases  as  high  as 
200  per  cent.  The  law  abolished  the  defenses  of  "  assumption  of 
hazard  "  and  "  fellow  servant  rule  "  and  modified  the  doctrine  of 
"  contributory  negligence."  Since  the  publication  of  the  ratee, 
the  losses  under  employers'  liability  have  been  heavier  than  antici- 
pated and  the  companies  are  nearly  unanimous  in  the  opinion  that 
the  rates  for  employers'  liability  should  be  increased. 

Wisconsin:  The  rates  for  "  Combination  Coverage "  were 
placed  at  first  higher  than  for  employers'  liability.  In  February, 
1913,  the  bureau  revised  the  Wisconsin  rates,  placing  both  liability 
and  compensation  insurance  on  the  same  level.  The  situation  is 
similar  to  that  in  California.  Notwithstanding  the  drastic  pro^ 
visions  of  the  compensation  law,  it  is  more  costly  to  settle  damage 
suits  although  the  employers'  defenses  are  not  entirely  abrogated, 
than  to  provide  compensation  insurance. 

Rates  foe  Compensation  Insueancb 

The  enactment  of  compensation  laws  in  various  States  pre- 
sented a  new  problem  of  rate  making  for  the  casualty  companies 
engaged  in  writing  liability  insurance.  The  committee  of  seven 
previously  referred  to,  took  the  subject  of  rates  under  advisement 
immediately  after  the  New  York  Legislature  passed  the  Wain- 
wright  Act.  As  the  act  has  been  declared  unconstitutional,  the 
rates  then  adopted  for  insurance  under  such  act  are  not  important 
for  the  purposes  of  this  report. 

The  manual  committee  appointed  by  the  Workmen's  Compensa- 
tion Bureau  promulgated  the  first  manual  for  compensation  rates 
in  the  State  of  New  Jersey.  From  the  records  of  the  bureau  and 
the  evidence  of  its  chairman,  the  rates  for  the  New  Jersey  manual 
were  deduced  from  the  following  sources:  (1)  Workmen's  Col- 
lective Experience;  (2)  Employers'  Liability  Experience. 
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Workmen's  Collective  Experience: 

In  1909,  a  committee  was  appointed  to  collect  data  under  work- 
men's collective  policies  in  order  that  this  data  might  be  applied 
as  a  basis  for  workmen's  compensation  rates.  Workmen's  col- 
lective policies,  are  issued  by  casualty  companies  concurrently  with 
employers'  liability  policies  and  are  designed  to  cover  the  entire 
group  of  employees  in  the  shop  or  factory  against  accidents  during 
occupation  hours.  As  a  rule,  the  premiums  for  such  insurance  are 
deducted  by  the  employer  from  the  wages  of  his  employees  and 
transmitted  by  him  to  the  insurance  company.  This  form  of 
insurance  has  all  the  attributes  of  personal  accident  insurance, 
except  that  it  is  limited  to  hours  of  employment. 

The  rates  for  workmen's  collective  policies  are  based  upon  per- 
sonal accident  rates,  and  while  the  experience  under  workmen's 
collective  policies  is  not  regarded  as  adequate,  the  accident  expe- 
rience upon  which  workmen's  collective  rates  are  built,  is  extensive. 
The  statistical  experience  of  nine  companies  as  to  workmen's  col- 
lective insurance  was  furnished  to  the  bureau  for  the  period 
covered  by  policies  issued  from  1904  to  1907.  The  experience 
tabulated  represented  106,000  men  in  various  lines  of  industries 
on  the  assumption  of  average  annual  wages  of  $500.  The  com- 
bined experience  represented  a  payroll  of  $53,346,762.  A  study 
of  the  pure  premium  losses  under  workmen's  collective  policies 
made  by  the  committee  indicated  that  the  cost  for  workmen's  com- 
pensation based  on  the  benefits  of  the  New  York  law  which  was 
declared  imconstitutional,  was  78  per  cent,  greater  than  the  cost 
of  workmen's  collective  insurance.  The  pure  premium  loss  as 
indicated  by  the  statistical  experience  of  workmen's  collective 
insurance  amounts  to  .70  per  $100  payroll.  By  dividing  the 
workmen's  collective  pure  premium  loss  (70  per  cent.)  by  the 
admissible  loss  ratio  (50  per  cent),  the  indicated  premium  rate 
was  found  to  be  $1.40.  The  pure  premium  loss  for  workmen's 
compensation  was  found  to  be  $1.50  per  $100  payroll.  By  divid- 
ing workmen's  compensation  pure  premium  loss  (1.50  per  cent.) 
by  the  admissible  loss  ratio  (60  per  cent.),  the  indicated  premium 
rate  was  found  to  be  $2.50.    It  will  be  noted  that  the  committee 
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assumed  the  loading  to  be  equal  to  66%  per  cent  of  the  net  or  40 
per  cent,  of  the  gross  premium,  as  per  following  table: 

Pay  to  injured 60 

Adjusting  expenses .10 

Commission .  125 

Underwriting  expenses .10 

Taxes 025 

Factor  of  error .05 


1.00 


Although  the  compensation  rate  of  2.50  is  greater  than  the  col- 
lective rate  of  1.40  by  multiplier  1.76,  the  committee  decided  to 
allow  an  additional  margin  of  safety  and  to  apply  a  multiplier  of 
2  to  workmen's  collective  rates  for  the  purposes  of  creating  com- 
pensation rates. 

The  committee  on  the  New  Jersey  manual  held  numerous  meet 
ings;  there  were  many  disagreements.  Some  underwriters  were 
of  opinion  that  workmen's  collective  rates  with  a  multiplier  of  2 
should  not  be  followed  for  the  reason  that  it  was  too  high.  Others 
were  of  the  opinion  that  the  loading  of  66%  per  cent,  for  expenses 
was  insufficient,  and  that  a  level  loading  of  100  per  cent,  was  nec- 
essary. The  New  Jersey  manual  was  finally  constructed  through 
compromise.  The  starting  point  was  established  by  workmen's 
collective  rates.  The  schedules  of  classifications  were  taken  up  in 
order ;  the  multiplier  of  two  was  used  in  some  industries ;  in  the 
less  hazardous  industries  the  committee  agreed  upon  a  smaller 
multiplier,  while  in  a  number  of  cases  the  manual  indicates  that  a 
higher  factor  was  employed. 

Employers'  Liability  Experience: 

In  addition  to  workmen's  collective  experience,  the  experience 
under  employers'  liability  policies  was  applied  to  test  the  suffi- 
ciency of  compensation  rates.  From  a  studv  of  the  accident  fre- 
quency and  duration  of  disability  prevailing  in  European  coun- 
tries, one  of  the  prominent  underwriters  reached  the  conclusion 
that  under  compensation  laws  (like  New  Jersey)  providing  a 
waiting  period  of  two  weeks  before  compensation  is  payable,  there 
will  be  40  claims  out  of  100  notices  of  accident,  as  against  10 
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claims  out  of  100  notices  of  accident  under  employers'  liability 
policies.  Further  computations  involving  average  duration  of 
temporary  disability  and  the  number  of  permanent  and  fatal 
injury  cases  indicated  an  average  claim  cost  under  compensation 
insurance  equal  to  75  per  cent,  of  tlie  average  claim  cost  under 
liability  policies.  The  average  claim  cost  for  compensation  upon 
the  basis  of  such  computation  was  equal  to  three  times  the  cost  for 
liability  insurance. 

The  average  notice  cost  under  liability  insurance  has  been 
approximately  $30.  The  cost  of  one  hundred  notice&  developing 
in  ten  claims  at  $300  equals  $3,000.  Under  compensation  insur- 
ance the  cost  of  one  hundred  notices  developing  into  forty  claims 
at  an  estimate  of  $225  per  claim  equals  $9,000.  It  is  clear  from  a 
comparison  of  the  New  York  liability  manual  with  the  New  Jersey 
compensation  manual  that  the  theory  of  cost  as  explained  above 
played  an  important  rule  in  deducing  compensation  rates.  It 
appears  that  all  compensation  rates  in  the  New  Jersey  manual  of 
$3  or  less  have  been  increased  on  an  average  to  the  extent  of  300 
per  cent,  above  the  New  York  liability  rates.  In  some  classifica- 
tions, particularly  the  less  hazardous,  the  increases  run  as  high  as 
400  per  cent.,  while  in  the  more  hazardous  schedules  the  increases 
vary  up  to  200  per  cent,  as  compared  with  the  New  York  liability 
rates.  It  is  freely  admitted  now  by  the  underwriters  that  the  New 
Jersey  rates  were  pitched  too  high;  apparently  the  factor  applied 
to  workmen's  collective  rates  was  too  high ;  similarly,  the  estimate 
of  the  probable  number  of  claims  per  100  notices  of  accident 
appears  to  be  too  high  in -the  light  of  present  experience.  While 
the  manual  rates  for  New  Jersey  are  undoubtedly  too  high,  they 
were  reduced  materially  in  practice  through  special  rating 
methods,  hereafter  referred  to. 

In  speaking  of  the  tests  applied  in  constructing  New  Jersey 
rates,  the  underwriting  judgment  that  entered  into  rate-making 
and  the  mathematical  relation  between  New  York  and  New  Jersey 
rates,  Mr.  W.  C.  Cowles,  vice-president  of  the  Travelers  Insurance 
Company,  writes  as  follows: 

A  very  long  experience  in  a  given  line  of  insurance  produces  a  sort  of 
an  element  of  rate  sense  which  is  indescribable  but  which  makes  a  method 
which   would   appear  to   a   stranger   as   crude   rather   than   useful   for   test 
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purposes.     Naturally,   its    usefulness    depends    upon    its   accuracy    &nd   ap 
parently  this  test  was   inaccurately  devised.     It   is  fair   to   say   that   the 
resulting   inaccuracy   is   due  to   a  condition   which   eould   not   be   foreseen, 
probably  due  to  a  condition  which  will  not  long  exist. 

With  r^ard  to  the  relation  between  New  York  rates  and  New  Jersey 
rates:  It  would  be  but  natural  that  some  such  relation  should  exist  even 
though  each  of  the  rates  be  computed  independently.  Rate  making  is 
merely  a  process  of  employing  multiples,  and  rate  making  in  one  state 
which  employs  multiples  and  in  another  state  whieh  employs  other  mul- 
tiples would  perhaps  produce  frequent  conditions  where  the  rate  in  one 
state  would  bear  a  multiple  relation  to  the  rate  in  another  state. 

I  should  say  as  a  theoretical  deduction  that  if  the  rates  in  New  York 
state  were  mathenlatioally  accurate  (and  I  presume  they  are  not)  and  if 
the  rates  in  New  Jersey  are  also  mathematically  accurate  (and  I  presume 
they  are  not)  there  would  be  some  instances, —  perhaps  many  instances, — 
in  which  the  rates  of  one  state  would  bear  a  multiple  relation  to  the  rates 
in  another  state,  and  I  should  look  upon  this  result  if  it  happens  in  the 
manuals  as  some  slight  evidenoe  of  their  reasonable  accuracy. 

Pkesent  Situation  in  New  Jebsby 

New  Jersey  was  eliminated  as  a  bureau  State  on  and  after 
July  4,  1913. 

This  result  was  brought  about  by  the  operation  of  new  l^isla- 
tion.  This  legislation  is  so  broad  as  to  prohibit  any  agreement 
on  rates  in  connection  with  any  class  of  insurance  in  the  State  of 
New  Jersey. 

At  the  same  session  of  the  Legislature,  there  was  enacted  what 
is  known  as  the  "  Bamsay  Bill."    This  act  provides : 

First:  That  insurance  companies  shall  not  discriminate  unfairly  between 
risks  within  this  State  of  essentially  the  same  hazard. 

Second:  That  no  insurer  against  the  hazards  of  fire  or  legal  liability  of 
the  employer  shall  make  any  such  insurance  within  the  State  except  in  accord- 
ance with  general  basis  schedules,  embodying  basis  rates,  charges,  credits, 
terms,  conditions,  permits,  standards  and  other  data  necessary  to  the  com- 
putation of  equitable  rates  and  rules  of  practice  for  such  insurance. 

Such  schedule  rates  shall  be  filed  by  such  insurers  with  the  Commissioner 
of  Banking  and  Insurance  within  three  months  after  the  act  goes  into  effect. 
Any  one  or  more  of  such  insurers,  singly  or  jointly,  may  employ  for  the  mak- 
ing of  such  basic  schedules  and  rates,  and  the  filing  of  the  same,  the  services 
of  such  experts  as  it  or  they  may  deem  advisable  for  such  purposes. 

The  Workmen's  Compensation  Service  Bureau,  through  its 
inspection  department,  has  undertaken  to  inspect  every  manufac- 
turing risk  in  the  State  of  New  Jersey  with  a  payroll  of  over  five 
thousand  dollars.    This  work  will  be  completed  about  the  middle 
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of  September  and  the  deductions  made  by  a  committee  of  experts 
will  enable  the  bureau  to  file  a  schedule  of  rates  based  on  physical 
and  moral  conditions.  In  other  words,  the  bureau  will  be  com- 
pelled to  file  rates  with  the  Commissioner  of  Banking  and  Insur^ 
ance  on  or  before  October  4th.  In  the  interim,  the  liability  com- 
panies must  not  indulge  in  discriminatory  rates. 

Massachusetts  Compensation  Rates 

In  Massachusetts,  the  compensation  rates  were  placed  on  a  lower 
basis  than  in  New  Jersey ;  this  for  the  reason  that  the  accumulated 
experience  in  New  Jersey  indicated  that  the  early  estimates  as  to 
compensation  cost  were  too  high.  A  comparison  of  the  New 
Jersey  and  Massachusetts  manuals  shows  that  in  most  of  the 
schedules  where  the  rates  are  $3  or  less,  the  rates  for  Massachusetts 
are  from  10  per  cent,  to  25  per  cent,  below  the  New  Jersey  rates. 
In  the  leather  and  shoe  schedule,  the  Massachusetts  rates  show 
reductions  to  the  extent  of  50  per  cent,  below  New  Jersey  rates. 
As  an  explanation  of  these  material  differences,  it  is  pointed  out 
in  the  evidence  herewith  annexed  that  the  boot  and  shoe  manufac- 
turers in  New  Jersey  have  been  granted  special  ratings,  to  the 
extent  of  40  per  cent,  below  manual.  In  Massachusetts,  special 
rates  are  not  permitted  unless  based  upon  the  physical  hazard  of 
the  establishment.  The  insurance  companies  in  that  State  are 
required  by  law  to  file  their  classifications  of  risks  and  the  pre- 
mium rates  relating  to  such  risks  with  the  Insurance  Department, 
and  such  rates  become  effective  only  when  approved  by  the  Insur- 
ance Commissioner  as  adequate  for  the  risks  to  which  they  apply. 
This  provision  has  had  a  salutary  effect  in  standardizing  rates  and 
regulating  commissions.  Since  the  completion  of  this  examination, 
a  further  reduction  of  25  per  cent,  has  become  effective  on  both 
employer's  liability  and  compensation  rates  in  Massachusetts. 
The  influence  of  the  mutual  companies  as  a  competitive  factor  has 
undoubtedly  contributed  to  the  reduction  of  the  Massachusetts 
rates. 

Michigan  Compensation  Rates 

In  Michigan,  the  Massachusetts  compensation  rates  with  an 
increase  of  10  per  cent,  were  adopted  with  few  exceptions  practi- 
cally for  all  schedules.     The  notable  exceptions  are  iron  mines 
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which  were  increased  to  the  extent  of  50  per  cent.  The  radical 
increase  of  rates  in  this  industry  appears  to  be  due  to  the  unfavor- 
able experience  of  industrial  accident  companies  operating  in  the 
mining  region.  The  underlying  reasons  for  the  Michigan  rates 
and  the  analogy  of  the  rates  for  Michigan  and  Massachusetts  are 
explained  in  a  memorandum  for  the  manual  committee,  dated 
July  25,  1912,  prepared  by  Mr.  W.  G.  Cowles.  After  comparing 
the  benefits  provided  by  the  compensation  acts  of  both  States  and 
submitting  estimates  of  the  probable  claim  cost,  the  writer  of 
the  memorandum  referred  to,  reaches  the  following  conclusion : 

In  some  aspects,  a  differential  of  5%  in  addition  to  the  Massachusetts 
law  would  seem  adequate,  but  viewing  it  in  its  eventual  condition  when 
claimants  have  become  reasonably  educated,  a  differential  of  10%  is  more 
clearly  indicated. 

The  coming  competitive  situation  in  Michigan  cannot  be  disregarded  al- 
though it  is  quite  unlike  the  Massachusetts  situation.  On  the  whole  1 
am  wondering  if  in  view  of  the  probable  added  cost  of  statutory  (medical) 
aid  an  average  of  10%  increase  on  the  Massachusetts  rates  would  be  suffi- 
cient. My  best  judgment  is  that  it  would  be,  at  least  at  the  outset,  but  if 
other  members  of  the  Ckjmmittee  feel  that  further  increase  is  desirable,  I 
should  yield  my  opinion  but  would  not  advocate  a  greater  total  increase 
than  15%  which  ought  to  be  adequate  for  all  purposes. 

The  10  per  cent  average  increase  recommended  by  the  writer 
of  the  memorandum  was  evidently  adopted  by  the  manual 
committee. 

Departure  from  Manual  Rates 

While  not  expressly  stated  in  the  constitution  of  the  bureau, 
there  exists  an  implied  or  tacit  agreement  between  the  companies 
constituting  the  bureau  that  the  rates  established  by  the  manual 
committee  and  approved  by  the  governing  committee  will  be 
adhered  to  in  actual  underwriting  practice.  There  is,  of  course, 
no  legal  binding  force  to  compel  a  company  to  adhere  to  the 
bureau  rates,  nor  is  there  any  penalty  for  failure  to  adopt  in  prac- 
tice the  rates  promulgated  by  the  bureau.  In  recommending  to 
its  members  the  adoption  of  bureau  rates,  the  bureau  expects  that 
its  members  are  in  honor  bound  to  accept  such  rates,  or  else  with- 
draw from  an  association,  which  appears  to  be  founded  upon  a 
"  gentlemen's  agreement "  to  observe  rules  established  for  the 
protection  of  mutual  interests. 
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The  members  of  the  bureau  have,  in  practice,  found  it  impossible 
to  adhere  in  all  cases  to  the  manual  rates  established  by  the  bureau. 

We  find  that  in  a  large  number  of  cases,  the  companies  departed 
from  the  established  manual  rates  and  granted  special  rates  to  their 
policyholders,  subject  to  the  rules  of  the  bureau  and  to  the 
approval  of  the  general  reference  committee.  The  necessity  for 
making  special  rates  is  described  by  one  of  the  underwriters  as 
follows : 

The  Bureau  Manuals  are  compiled  by  a  Standing  Manual  Committee,  and 
perhaps  are  as  reasonably  complete  as  can  be  expected,  in  view  of  the  com- 
paratively recent  organization  of  the  Bureau.  Experience  has  proyed,  how- 
ever, that  the  definitions  of  the  classifications  contained  within  the  manuals 
are  in  very  many  respects  inadequate  to  meet  the  diverse  operations  of  a 
very  large  number  of  employers;  and  it  is,  I  think,  entirely  safe  for  me  to 
state  that  a  very  large  percentage  of  the  liability  risks  in  this  country  are 
of  such  a  nature  as  to  enable  two  independent  underwriters  to  regard  them 
as  within  different  manual  classifications.  'Such  differences  of  opinion  are 
in  very  many  respects  entirely  legitimate.  There  are  possibly  instances  in 
which  such  diiTerenccs  of  opinion  may  be  stretched  to  an  extent  which  would 
be  regarded  as  illegitimate. 

The  means  whereby  such  differences  of  opinion  may  be  brought  into  line 
aS  by  application  to  the  General  Reference  Committee  of  the  Bureau.  Thai 
General  Reference  Committee  also  makes  rates  upon  the  application  of 
members,  for  occupations  which  do  not  appear  to  be  properly  covered  by 
any  Manual  classification.  And  it  is  anticipated  that  this  work  of  ampli- 
fying manuals  and  of  interpreting  classifications  will  continue  uninter- 
ruptedly for  a  considerable  period  of  time, —  until  in  fact  the  Bureau's 
manuals   may   be   regarded   as  entirely   complete. 

It  has  also  been  the  practice  for  carrying  companies  to  submit  to  the 
General  Reference  Committee  particulars  of  certain  risks,  which,  while  per- 
haps coming  squarely  within  a  Manual  classification,  are  of  such  a  nature, 
by  reason  of  exceptional  safeguards,  excellent  management,  clean  experience, 
as  to  be  entitled  to  a  lower  rate  than  that  provided  by  their  respective 
classifications.  Such  reduced  rates,  known  as  Special  Rates,  have  been 
granted  in  a  very  large  number  of  instances  and  are  notified  by  the  Bureau 
only  to  the  carrying  company  or  to  a  company  that  specifically  applies  for 
such  information.  No  company  has  a  record  of  all  or  even  of  a  large  ma- 
jority of  the  special  rates  that  have  been  so  granted. 

The  examination  of  the  bureau  correspondence  indicates^  how- 
ever, that  special  rates  were  granted  mainly  in  order  to  meet  the 
competition  of  nonbureau  companies.  The  rules  of  the  bureau 
affecting  special  rates  have  been  amended  from  time  to  time  in 
accordance  with  the  competitive  conditions  existing  at  various 
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periods  in  the  field  of  liability  insurance.  The  essential  provisions 
relating  to  special  rates  in  effect  prior  to  December,  1911,  were 
as  follows : 

The  company  applying  for  special  rates  was  required  to  submit 
at  least  two  years'  continuous  experience  to  date  of  expirations; 
if  the  applying  company  had  but  one  year's  experience,  it  could 
submit  one  year's  experience  of  another  bureau  company,  that  had 
carried  the  risk.  Beduced  rates  below  manual  were  granted  only 
on  renewals  to  companies  carrying  the  risk,  except  on  contracts  for 
new  and  specific  construction  operations.  Special  rates  below 
manual  were  not  allowed  on  risks  in  automobile,  except  as  to 
garages,  elevator,  general  liability,  theatre,  teams,  owners  and 
contractors  contingent,  mining  and  vessel  schedules.  In  the  fol- 
lowing schedules,  special  rates  were  granted  only  if  the  payroll 
exceeded  the  amount  indicated  below: 

Schedule  Payroll 

Bakers  and  confectioners $500» 000 

Chemical,  paint  and  drug 500,  000 

Coach,  carriage  and  wagon lOO,  000 

Railroad  car  manufacturers 500, 000 

Special   contractors    35, 000 

General  contractors   100, 000 

New  and  specific  construetion 150,000 

Electric 260. 000 

Leather  and  shoe 250, 000 

Lumber  ( western  states) 125, 000 

Lumber  ( southern  states) 50, 000 

Meat,  packing  house  and  stockyard 500, 000 

Metal  (except  steel  works,  N.  Y.) lOOi,  000 

Milling 250,000 

Miscellaneous  (with  certain  exceptions) 100, 000 

Oils 100. 000 

Ore  reduction  and  concentration 200, 000 

Paper 100,000 

Pulp  mills,  etc 250.000 

Pottery  and  glass 100, 000 

Printing 100,000 

Rubber  and  compositions 250, 000 

Stevedore 75, 000 

Stone 50,000 

Textile 150,000 

Tobacco 160,000 

Warehouse 100, 000 

Wood 100,000 
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At  the  annual  meeting  of  December  7,  1911,  the  rules  in  rela- 
tion to  special  rates  were  modified  as  follows: 

Beduced  rates  were  limited  to  risks  with  a  payroll  expenditure 
of  not  less  than  $120,000  through  a  three-year  period,  except  in 
the  following  schedules  where  the  payroll  basis  was  limited  to 
amounts  indicated  below: 

Contractors $50, 000 

Electric 200, 000 

Coal  mining  (Ohio,  Va.,  W.  Va.,  and  states  north  and  east) 200,000 

Coal  mining  (other  states) 600, 000 

Ore  mining 200,000 

For  compensation  insurance,  the  payroll  basis  was  reduced  to 
50  per  cent,  of  the  foregoing  requirements.  Beduced  rates  were 
not  allowed  in  the  following  schedules :  Automobile,  except  as  to 
garages,  elevator,  general  liability  (with  certain  exceptions), 
teams,  owners  and  contractors  contingent,  public  liability  (with 
certain  exceptions).  All  rates  involving  departure  from  manual 
were  made  subject  to  approval  by  the  actuary  of  the  bureau  and 
the  general  reference  committee. 

The  applying  company  was  permitted  to  recommend  a  maximum 
and  minimum  premium  rate,  with  the  proviso  that  the  maximum 
rate  should  not  be  less  than  110  per  cent,  of  the  minimum  rata 

In  April,  1912,  the  special  rating  rules  were  modified  in  the 
following  essential  respects : 

The  rule  as  to  limitation  of  payroll  was  abrogated. 

A  company  that  had  carried  a  risk  for  a  period  not  less  than  ten 
months  was  permitted  to  make  a  special  rate  for  the  renewal  of 
such  risk  by  giving  notice  to  the  bureau  and  without  requiring  the 
consent  or  approval  of  the  general  reference  committee. 

On  new  risks,  viz.,  risks  that  had  not  been  carried  by  any  bureau 
member  during  the  preceding  six  months,  reduced  rates  were  per- 
mitted after  five  days'  notice  to  the  bureau  members,  if  no 
remonstrance  against  such  special  rate  had  been  filed  by  any  mem- 
ber of  the  bureau. 

Beduced  rates  were  not  permitted  for  risks  in  the  automobile, 
elevator  and  teams  schedule. 

These  rules  remained  in  force  until  December  81,  1912. 
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The  special  rating  rules  were  again  amended  on  February  6, 
1913.  These  amended  rules  create  a  distinction  between  liability 
and  workmen's  compensation  risks,  and  were  largely  influenced 
by  the  admission  of  the  Globe  Indemnity  Company  and  the  read- 
mission  of  the  Royal  Indemnity  and  the  Aetna  Life  Insurance 
companies  to  membership  in  the  bureau.  For  the  benefit  of  these 
companies,  all  risks  in  force  carried  below  manual  rates  are 
reported  to  the  bureau  as  special  rates.  Reduced  rates  are  not 
granted  on  liability  risks,  except  automobile  (garage  risks),  con- 
tractors and  workmen's  compensation.  A  company  carrying  a  risk 
at  a  reduced  rate  is  required  to  give  to  inquiring  members  com- 
plete and  accurate  information  as  to  the  rate  and  classification 
of  such  risk,  provided  the  inquiring  company  agrees  to  maintain 
the  rate  and  to  treat  all  information  in  the  strictest  confidenca 

Reduced  rates  on  renewals  of  workmen's  compensation  risks  are 
permitted  upon  notice  to  the  bureau  and  without  requiring  the 
consent  or  approval  of  the  general  reference  committee.  On 
new  risks  special  rates  may  be  granted  upon  five  days'  notice  to 
bureau  members,  provided  no  remonstrance  is  filed  by  a  bureau 
member. 

The  application  of  the  special  rating  rules  in  the  practice  of 
underwriting  liability  insurance  has  caused  general  dissatisfac- 
tion among  the  bureau  members  and  has  brought  about  frequently 
the  withdrawal  of  members  who  were  unable  to  adhere  to  the 
bureau  rules  in  competition  with  other  companies.  During  1911 
and  1912,  the  competition  among  the  companies  was  intensified  by 
the  entry  of  new  companies  with  established  agency  plants  in  the 
field  of  liability  insurance.  The  practice  of  permitting  special 
rates  on  renewals  as  a  matter  of  right  was  particularly  disadvan- 
tageous to  newly  organized  companies  and  to  those  that  were  seek- 
ing to  increase  the  volume  of  liability  premiums.  Nor  does  it 
require  extensive  evidence  to  prove  that  special  rating  methods, 
unless  based  upon  the  physical  hazard  of  the  risk,  are  wrong  in 
principle.  If  there  is  any  sound  mathematical  basis  for  manual 
rates,  derived  from  experience  and  representing  averages,  depart- 
ure from  such  rates,  unless  based  upon  elements  of  hazard, 
destroys  the  principle  of  insurance  averages  and  operates  as  a  dis- 
crimination in  favor  of  one  policyholder  as  against  the  other 
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assured.  The  effect  of  creating  a  special  rate  in  favor  of  a  given 
risk  has  the  tendency  to  bring  about  the  reduction  of  rates  for  an 
entire  group  of  assured  influential  enough  to  obtain  reductions. 
Under  the  rules  of  the  bureau  as  they  existed  prior  to  April,  1912, 
only  large  employers  with  a  high  payroll  were  able  to  secure 
reductions  in  rates.  It  is  obvious  that  the  effect  of  this  rule 
resulted  in  discrimination  against  the  small  employers  whose  pay- 
roll was  below  requirements,  and  who  was  obliged  to  pay  the  full 
manual  rate.  The  special  rating  situation  is  frequently  commented 
upon  in  the  bureau  correspondence.  Selected  extracts  from  such 
correspondence,  outlining  the  opinion  of  the  underwriters  and 
indicating  the  actual  practices,  are  annexed  hereto  as  Exhibit  B. 

Public  and  General  Liability 
PiLblic: 

As  a  basis  for  public  liability  rates,  the  bureau  has  employed 
the  statistics  compiled  by  the  Liability  Conference.  The  period 
covered  by  the  statistical  experience  includes  the  policies  issued 
from  1889  to  1903,  with  losses  paid  and  claims  outstanding  brought 
down  to  December  31,  1906.  The  average  factors  of  pure  pre- 
mium losses  for  each  industry  and  group  were  applied  for  the 
whole  country  without  any  use  of  differencials  to  express  distinc- 
tions of  hazards  between  the  several  States.  The  combined  expe- 
rience of  the  conference  companies  as  tabulated  by  its  statistical 
bureau  shows  a  total  payroll  of  $751,981,130.  In  some  schedules, 
such  as  the  mining  schedule,  the  manual  provides  no  rates  for 
public  liability.  In  those  cases,  the  rates  are  determined  by  the 
general  reference  committee. 

Oeneral: 

The  rates  for  insurance  in  the  general  liability  schedule  are 
computed  upon  each  lineal  foot  of  frontage  and  each  100  square 
feet  of  area.  The  frontage  charge  applies  to  all  street  frontages, 
excluding  the  rear  or  sides  of  any  building,  which  abuts  upon  an 
alley  not  more  than  16  feet  wide.  The  area  upon  which  the  charge 
per  100  square  feet  is  made,  comprises  the  outside  measurement  of 
the  building,  multiplied  by  the  number  of  stories,  including  any 
basement  to  which  the  public  is  admitted  for  general  trade  or  busi- 


1170  Miscellaneous  Spbol^l  Befobts 

ness  purposes.  Employees  may  be  covered  on  a  general  liability 
form  on  a  payroll  basis.  Compensation  insurance  may  be  written 
in  some  states  in .  the  form  of  an  indorsement  attached  to  the 
general  liability  policy,  eliminating,  however,  the  limits  custom- 
arily expressed  in  liability  policies. 

Elevators: 

Elevator  risks  may  be  included  under  general  liability  policies 
or  covered  on  separate  forms.  The  rates  are  determined  according 
to  the  number  and  character  of  the  elevators  and  the  description 
of  the  buildings.  Policies  for  general  liability  risks  may  be  written 
for  a  term  of  three  years  with  a  discount  of  10  per  cent,  upon 
the  payroll,  frontage,  area  and  elevator  rates,  providing  the  entire 
three  year  premium  is  paid  in  advance  or  in  three  installments  as 
follows:  50  per  cent,  in  advance,  30  per  cent,  at  the  end  of  the 
first  year  and  20  per  cent,  at  the  end  of  the  second  year. 

Teams: 

Teams'  policies  cover  both  public  and  employers'  liability,  the 
premium  rates  depending  upon  the  number  of  persons  engaged  as 
drivers.  In  compensation  states,  the  liability  for  accident  to 
drivers  and  other  employees  muat  be  covered  under  a  separate 
policy.  All  rates  for  teams'  insurance  cover  the  hazard  incident  to 
the  loading  and  unloading  of  vehicles.  The  liability  for  damage 
to  property  of  third  parties  may  be  covered  under  a  teams  policy 
in  addition  to  the  insurance  against  liability  for  personal  injuries. 

Aviomobiles: 

The  rates  for  automobile  insurance  were  prepared  in  the  com- 
mittee, each  company  submitting  its  own  experienca  The  com- 
mittee compared  and  tabulated  the  experience  and  established  pure 
premiums  for  liability,  property  damage  and  collision.  The 
figures  tabulated  by  the  automobile  committee  have  not  been  sub- 
mitted to  the  bureau  and  are  not  part  of  its  records.  The  factor 
of  loading  for  commissions,  underwriting  and  ofiice  expenses  is 
equal  to  60  per  cent,  of  the  gross  premiums.  For  purposes  of  rat- 
ing, the  risks  are  classified  generally  as  private  pleasure  vehicles, 
public  automobiles,  commercial  vehicles,  manufacturers'  and 
dealers'  automobiles.  Bates  of  liability  and  property  damage  in 
the  case  of  private  and  public  automobiles  are  based  upon  the 
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"  Insurable  Horse-power "  in  accordance  with  the  formula  for 
horse-power  rating  established  by  the  American  League  of  Auto- 
mobile Manufacturers.  Bates  for  collision  are  specifically  deter- 
mined for  each  car,  dependent  upon  its  make  and  aga  Com- 
mercial automobiles  for  rating  purposes  are  subdivided  into  five 
classes,  according  to  the  character  of  the  vehicle.  In  the  case  of 
manufacturers'  and  dealers'  automobiles,  the  rates  are  fixed  either 
per  named  chauffeur  or  specified  car,  or  upon  payroll  basis,  or 
upon  a  car  output  basis.  In  the  latter  case,  the  premium  varies 
according  to  the  listed  catalog  price  of  the  car.  The  manual 
automobile  rules  and  rate  sheets  for  New  York  are  filed  with  this 
report. 

Policy  Limits 

The  rates  quoted  in  the  manuals  are  for  soKsalled  standard 
limits,  viz.,  a  limit  of  $5,000  for  any  one  person  injured  and  sub- 
ject to  that  amount  for  each  person,  a  total  limit  of  $10,000  for 
any  number  of  persons  injured  in  the  same  accident.  The  manuals 
contain  tables  of  higher  limits  running  as  high  as  $75,000  to 
$150,000.  All  schedules  are  divided  into  four  groups.  A,  B,  C,  D, 
according  to  the  hazard.  The  basis  manual  rates  for  standard 
limits  are  taken  as  100  per  cent. ;  insurance  rates  for  lower  or 
higher  limits  vary  from  85  per  cent,  to  225  per  cent,  of  the 
standard  rates  according  to  the  class  of  the  risk  and  the  limits  of 
the  policy.  All  compensation  policies  in  Massachusetts,  Michigan 
and  certain  other  states  are  written  without  limit  as  to  coverage. 

Commission  Bules 

The  bureau  has  made  many  determined  efforts  to  regulate  com- 
missions on  liability  and  compensation  insurance.  It  has  estab- 
lished definite  commission  rates  to  be  paid  by  its  members  to 
general,  special  and  local  agents  and  to  brokers  in  the  States  under 
its  jurisdiction.  The  constitution  of  the  Casualty  Insurance 
Exchange  of  New  York  organized  by  the  bureau  contains  the  fol- 
lowing provision: 

No  br6kerage  or  commission  shall  be  paid  or  allowed  on  any  policies  in 
excess  of  the  rates  adopted  by  the  Workmen's  Compensation  Service  and 
Information  Bureau. 
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Similar  provisions  are  to  be  found  in  the  constitutions  adopted 
by  the  local  associations  in  the  bureau  territory.  While  commis- 
sions on  workmen's  compensation,  and  liability  and  compensation 
combined  have  been  limited  and  regulated  by  bureau  commission 
rules,  as  far  as  bureau  companies  are  concerned,  in  the  states  of 
California,  Wisconsin,  Illinois,  New  Jersey,  Michigan  and  Rhode 
Island,  it  appears  that  the  only  state  where  commissions  have 
been  effectively  regulated  as  far  as  all  companies  are  concerned 
is  Massachusetts. 

The  commission  rates  in  Massachusetts  and  those  generally  pre- 
vailing in  the  other  states  are  as  follows : 

Other 
Compen-        Liability 
sation  Linee 

General  agents 17% %  25% 

Special  and  local 12%%  20% 

Brokers 10%  16% 

The  effective  control  and  regulation  of  rates  and  commissions  in 
Massachusetts,  as  per  evidence  contained  in  a  report  of  The 
Massachusetts  Casualty  Underwriters'  Association,  is  due  entirely 
to  the  provisions  of  the  compensation  law  and  the  effective  adminis- 
tration of  the  insurance  department.  The  evidence  of  the  chair- 
man of  the  bureau  shows  that  the  payment  of  commissions  equal 
to  20  per  cent,  or  25  per  cent,  of  the  gross  premiums  for  compensa- 
tion insurance  is  a  scandal ;  that  the  entire  business  getting  cost 
under  an  elective  law  should  not  exceed  15  per  cent. ;  under  a  com- 
pulsory law,  10  or  12%  per  cent. ;  and  that  it  may  be  accomplished 
only  by  conferring  proper  authority  upon  the  superintendent  of 
insurance  to  approve  premium  rates  and  limit  expenses  of 
administration. 

Conclusion 

The  practice  of  liability  insurance  in  this  country  covers  a 
period  of  twenty-five  years.  During  the  first  ten  years  the  com- 
panies were  groping  in  the  dark  and  destroying  each  other  through 
reckless  competition.  Then  followed  a  decade  of  co-operation, 
accompanied  by  efforts,  well-meaning  if  ineffectual,  to  discover  and 
apply  correct  principles  for  standard  rates.  The  inability  of  the 
companies  to  bring  all  competitors  into  "  The  Liability  Confer- 
ence," and  the  free  competition  that  followed,  resulted  in  the  prac- 
tical dissolution  of  such  conference  qs  an  active  rate-making  body. 
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This  bureau,  like  its  predecessor,  the  "  Liability  Conference," 
has  made  strenuous  efforts  to  unite  the  companies  and  apply  in 
the  practice  of  liability,  insurance,  mathematical  principles  of  rate- 
making.  From  an  impartial  study  of  its  activities,  it  is  evident 
that  it  has  not  succeeded  in  uniting  all  of  the  companies  into  a 
compact  organization  for  the  purpose  of  maintaining  uniform 
rates.  This  was  partly  due  to  the  constantly  changing  conditions 
in  the  field  of  employers'  liability,  to  the  rivalry  between  the  mem- 
bers, and  to  the  competition  from  nonbureau  companies. 

The  failure  to  maintain  uniform  rates  is  believed  by  some  per- 
sons to  have  been  of  benefit  to  the  public,  in  so  far  as  preventing 
the  establishment  of  monopoly  in  liability  insurance.  On  the 
other  hand,  the  absence  of  definite  principles  in  rate-making  and 
the  practice  of  special  rates  has  resulted  in  discriminating  prac- 
tices in  favor  of  large  and  against  the  small  employers  of  labor. 

The  entire  scheme  of  employers'  liability  insurance  is  now  sub- 
ject to  radical  transformation  by  the  introduction  of  a  new  prin- 
ciple in  the  law  of  employers'  liability.  From  an  insurance  stand- 
point, workmen's  compensation  is  far  preferable  to  the  old  system 
of  employers'  liability  for  negligence.  After  the  accumulation  of 
a  certain  amount  of  experience  as  to  accident  frequency,  it  will  be 
possible  for  the  companies  to  ascertain  the  cost  and  consequently 
the  pure  premium  rates  with  reasonable  accuracy.  But  a  change 
in  the  law  of  employers'  liability  will  entail  a  change  in  the  prac- 
tice of  underwriting.  It  will  be  necessary  for  the  companies  to 
establish  pure  premium  rates  upon  sound  statistical  experience, 
and  apply  such  rates  in  practice  without  unfair  discriminations. 

There  is  a  movement  in  some  of  the  states  to  eliminate  the  stock 
casualty  companies  from  writing  compensation  insurance.  If 
they  are  to  be  permitted  to  write  employers'  liability  and  compen- 
sation insurance,  the  practice  of  special  rating,  unless  based  upon 
physical  and  moral  hazard,  will  have  to  be  discontinued.  Simi- 
larly, excessive  commissions  to  agents  and  brokers  and  other 
extravagant  expenses  of  administration  will  not  be  tolerated  by  the 
employers  who  pay  the  premiums,  or  the  employees  for  whose 
benefit  they  are  paid. 

A  study  of  the  problem  of  rate-making  in  employers'  liability 
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insurance  leads  one  to  the  irresistible  conclusion  that  in  order  to 
maintain  the  solvency  of  the  companies,  the  net  premium  rates 
for  employers'  liability  and  compensation  insurance  should  be 
placed  beyond  the  reach  of  competitive  influences  and  the  margin 
for  expenses  subjected  to  reasonable  limitations.  It  is  evident 
that  the  companies  through  combination  are  unable  to  enforce 
equitable  rates  nor  prescribe  reasonable  limits  for  expenses.  There 
is  an  insistent  public  demand  that  compensation  insurance  pre- 
miums shall  be  treated  as  a  trust  fund  for  the  workers  and  their 
dependents,  whom  compensation  l^slation  is  designed  to  benefit, 
and  administered  accordingly.  This  demand  may  be  satisfied  by 
legislation  authorizing  the  State  department  to  approve  premium 
rates  and  limit  expenses.  The  future  usefulness  of  the  bureau  as 
a  central  organization  of  the  liability  companies  will  depend 
largely  upon  the  degree  of  eflSciency  and  faithful  service  that  it 
will  render  in  carrying  out  the  proposed  program  to  gather  sta- 
tistics concerning  the  number,  causes  and  cost  of  industrial  acci- 
dents ;  to  provide  facilities  for  the  proper  inspection  of  the  indus- 
trial risks  and  to  establish  a  merit  system  of  rating  based  upon 
statistical  experience  and  the  physical  and  moral  hazard  of  each 
individual  risk. 
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STATE  OF  NEW  YORK 


INSURANCE  DEPARTMENT 


Alb  ANT,  January  1,  1914 

Sir:  Sent  you  herefwith  are  abstracts  of  letters  received  from 
the  Insurance  Superintendents,  Commissioners  or  other  officers 
charged  with  insurance  supervision  in  the  several  States,  setting 
forth  in  detail  the  fees  and  taxes  imposed  by  the  provisions  of 
their  insurance  laws,  and  which  will  be  collected  from  the  various 
insurance  companies,  associations  and  societies  of  New  York  dur- 
ing 1914.  The  Department  is  informed  that  no  discretionary 
power  is  vested  in  such  Insurance  Superintendents,  Commissioners 
and  officials  to  reduce  or  remit  these  charges. 

Respectfully  yours. 


Superintendent  of  Insurance 
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FEES  A^^D  TAXES 

Imposed  by  the  New  Yobk  Insurance  Law  on  Companies  of 

Otheb  States 

(Authority  to  ren&it  all  fees  is  Tested  in  the 
Superintendent  of  Insurance  of  the  State  of  New 
York,  and  they  are  ren&itted  nrhen  lihe  consideration 
is  shown  New  Yorh  companies  by  other  States.) 

FEES 

Filing  declaration  and  certified  copy  of  charter,  all  companies....  $30  00 

Filing  annual  statement,  all  companies 20  00 

Certificate  of  authority,  company  or  agent 5  00 

Certificate  of  deposit,  valuation  or  oomplianoe,  each 6  OC 

Copy  of  records,  10  cents  per  folio  and  $1  for  seal. 
Retaliatory  ppoviaions  for  other  or  greater  charges  by  other 
states. 

TAXES 

Life  and  casualty  companies  of  other  states,  1  per  cent,  of  gross 
premiums  received  in  this  state.  (Collected  by  state  comptrol- 
ler.   Section  187,  Tax  Law.) 

(In  collecting  taxes,  under  retaliatory  provisions,  from  life  or 
casualty  companies,  the  New  York  Insurance  DepartmeiU  allows 
credit  for  the  amount  paid  to  the  state  comptroller.) 

Fire  companies,  2  per  cent,  of  gross  premiums  received  for 
insurance  on  buildings  within  the  fire  limits  of  cities  and  villages 
maintaining  fire  departments.  (Payable  to  fire  departments  or 
associations.     Section  133,  Insurance  Law.) 

(In  collecting  taxes,  under  retaliatory  provisions,  from  fire 
companies,  the  New  York  Insurance  Department  allows  credit  for 
the  amount  paid  under  section  133.) 

Marine  companies,  2  per  cent,  of  gross  premiums  received  in 
the  state,  or  obligations  taken  therefor,  less  reinsurance  paid  to 
companies  subject  to  this  tax.     (Section  34,  Insurance  Law.) 

Mutual  fire  insurance  companies  of  other  states  admitted  to  do 
business  in  the  State  of  New  Y'ork  pursuant  to  chapter  286.  Laws 
of  1909,  are  required  to  pay  to  the  Superintendent  of  Insurance 
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1  per  cent,  of  their  gross  premiums  or  assessments  collected  or 
received  by  them  for  insurance  upon  property  situate  within  the 
state.     (Section  14:9a,  Insurance  Law.) 

Retaliatory   provisions   for   other   or  greater   taxes   by   other 
states. 


FEES  AND  TAXES 
Imposed  by  Otheb  States  on  Wew  York  State  Companies 

(It  is  understood  that  the  following  charges  are  minimum,  the 
superintendents,  commissioners  or  other  officers  in  charge  of 
the  various  states  having  no  authority  to  remit.) 

Alabama 
Fees: 

Company's  license,  renewable  annually $101  00 

Agent's  license,  each  member  of  firm 3  60 

Permit,  secretary  of  state 10  00 

Fees  not  prorated. 

Taxes. —  Fire  and  marine  companies.  One  and  one-half  per 
cent,  of  gross  premiums  received  in  the  state  less  return  pre- 
miums and  reinsurance  in  authorized  companies ;  one-fifth  of  one 
per  cent,  on  gross  premiums,  less  return  premiums,  Fire  Mar- 
shal Tax.  Life  and  miscellaneous  companies.  Two  per  cent  of 
gross  premiums  received  in  the  state  less  return  premiums  and 
reinsurance  in  authorized  companies. 

After  the  year  1911  no  license  or  privilege  tax  or  other  charge 
for  the  privilege  of  doing  business  shall  be  imposed  by  any  mu- 
nicipal corporation  upon  any  fire  or  marine  insurance  company 
doing  business  in  such  municipality,  except  upon  a  percentage  of 
each  one  hundred  dollars  of  gross  premiums,  less  the  premium 
returned  by  cancellation,  on  policies  issued  during  the  preceding 
year  in  such  mimicipalities ;  provided  that  such  percentage  shall 
not  exceed  four  dollars,  on  each  one  himdred  dollars  and  major 
fraction  thereof  of  such  gross  premiums ;  provided,  however,  that 
any  municipality  may  charge  a  flat  minimum  license  at  the  be- 
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ginning  of  each  year  for  new  companies  doing  business  therein 
on  which  there  shall  be  an  adjustment  at  the  expiration  of  such 
year  upon  such  percentage  basis  as  may  be  fixed  by  said  mu- 
nicipality; and  provided  further,  that  such  percentage  shall  not 
exceed  four  per  cent  of  the  gross  premiums  collected,  less  return 
premiums  received  by  such  companies  on  policies  issued  during 
the  preceding  year  in  such  municipality.  And  in  addition  to  said 
amount  paid  the  state,  there  may  by  ordinance  be  levied  and 
collected  by  the  several  cities  and  towns  of  the  state  from  every 
insurance  company  other  than  fire  and  marine  insurance  com- 
panies, for  the  privilege  of  doing  business  within  the  limits  of 
said  cities  and  towns,  a  privilege  or  license  tax,  to  be  computed 
and  based  on  the  population  of  said  cities  and  towns  as  fixed  by 
the  last  federal  census,  not  exceeding  the  following  scale,  to  wit: 

1.  Each  such  insurance  company  in  cities  and  towns  having  a 
population  of  five  thousand  or  less,  ten  dollars,  and  one  dollar  on 
each  hundred  dollars  and  major  fraction  thereof  gross  premiums, 
less  the  premiums  returned  by  cancellation,  received  during  the 
preceding  year  on  policies  issued  during  said  year  to  citizens  of 
said  cities  and  towns. 

2.  Each  such  insurance  company  in  cities  and  towns  having  a 
population  of  five  thousand  and  not  over  ten  thousand,  fifteen 
dollars,  and  one  dollar  for  each  one  hundred  dollars  and  major 
fraction  thereof  of  gross  premiums,  less  the  premiums  returned 
by  cancellation  received  during  the  preceding  year  on  policies 
issued  during  said  year  to  citizens  of  said  cities  and  towns. 

3.  Each  such  insurance  company  in  cities  and  towns  having  a 
population  of  ten  thousand  and  not  exceeding  fifty  thousand, 
twenty  dollars,  and  one  dollar  on  each  one  hundred  dollars  and 
major  fraction  thereof  of  gross  premiums,  less  the  premiums  re- 
turned by  cancellation  received  during  the  preceding  year  on 
policies  issued  during  said  year  to  citizens  of  said  cities  and  towns. 

4.  Each  such  insurance  company  in  cities  and  towns  having  a 
population  of  more  than  fifty  thousand,  fifty  dollars,  and  one 
dollar  on  each  one  hundred  dollars  and  major  fraction  thereof  of 
gross  premiums,  less  the  premiums  returned  by  cancellation  re- 
ceived during  the  preceding  year  on  policies  issued  during  said 
year  to  citizens  of  said  cities  and  towns. 

Two  per  cent,  of  gross  life  premiums. 
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Mutual  Aid  Associations 

Fees: 
License    $21  00 

Taxes. —  One  per  cent,  of  premiums  received. 
Retaliatory  provisions  for  greater  charges  by  other  states. 

Publicatio7i 

Abstracts  of  statements  required  to  be  published  in  a  newspaper 
of  general  circulation. 

Publication  to  be  at  expense  of  company,  and  can  be  done  by 
company  direct,  or  the  department  will  place  such  advertising. 
The  usual  charge  for  same  is  $10.    No  statute  fixes  such  charge. 

Alaska 
Fees:  (Payable  to  secretary  of  the  territory  of  Alaska.) 

Filing  certificate  of  qualification $5  00 

Filing  power  of  attorney 5  00 

Fraternal  beneficiary  associations  pay  no  fees. 

Taxes, —  One  per  cent,  of  amount  of  all  premiums  received  by 
licensed  insurance  companies.  In  case  of  such  insurance  pre- 
miums being  paid  to  companies  not  licensed  to  do  business  in  the 
territory  of  Alaska  Mutuals  or  Lloyds,  such  tax  shall  be  paid  by 
the  insured. 

_,  Arizona 

Fees: 

For  filing  articles  of  incorporation $25  00 

For  filing  amendments  of  articles  of  incorporation 10  00 

For  issuing  certificate  of  authority 60  00 

For  each  renewal  of  certificate  of  authority 30  00 

For  filing  annual  statement 26  00 

For  copies  of  papers,  per  folio 20 

For  filing  other  miscellaneous  papers   (each) 1  00 

For  each  agent's   license 2  00 

For  filing  power  of  attorney,  service  of  process 5  00 

Taxes. —  Two  per  centum  of  all  premiums  collected  or  con- 
tracted for  in  the  state,  less  amount  paid  to  policyholders  as  re- 
turn premiums  and  amount  paid  as  premiums  to  admitted  com- 
panies for  reinsurance  on  business  of  the  state. 

All  fees  and  taxes  subject  to  retaliatory  law. 
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Arkansas 

Surety  Companies 
Fees: 

Filing  copy  of  charter $15  00 

Filing   annual    statement 10  00 

Agent's  license   2  00 

Certificate  of  authority  to  company 2  00 

All  Other  Companies 

Filing  copy  of  charter $15  UO 

Filing  annual  statement 10  00 

Certificate  of  authority 2  00 

Agent's  license   (one  to  each  soliciting  member  of  a  firm) 2  00 

Reciprocal  provisions  govern  fees  charged  other  state  com- 
panies for  filing  articles  of  incorporation ;  but  a  foreign  corpora- 
tion must  pay  the  fee  charged  by  the  state  where  its  principal 
United  States  office  is  located. 

Foreign  unincorporated  concerns  must  pay  a  fee  of  $500  to  do 
business. 

Taxes, —  Life  and  casualty  companies  —  pay  into  the  treasury 
a  tax  of  V/2  per  cent,  on  gross  premium  receipts,  whether  such 
premium  receipts  be  in  cash  or  in  the  shape  of  notes  or  other 
evidences  of  credit.  Fire  companies  —  pay  into  the  treasury  a 
tax  of  IV2  per  cent,  on  gross  premium  receipts  after  deducting 
return  premiums  and  authorized  reinsurance  only. 

Annual  Franchise  Tax: 

All  companies  with  outstanding  capital  less  than  $500,000 $100  00 

All  companies  with  outstanding  capital  of  more  than  $500,000...         200  00 
Mutual  companies  with  no  capital 50  00 

There  is  a  penalty  of  25  per  cent,  if  not  paid  on  or  before 
August  10th. 

Copy  of  records,  20  cents  per  folio  and  $1  for  seal. 

Ko  publication  required,  but  it  is  the  practice  of  the  depart- 
ment to  publish  a  brief  annual  report  showing  the  assets  and 
liabilities,  business  written,  renewals,  cancellations  and  business 
in  force  at  the  end  of  previous  year.  State  pays  for  this.  One 
and  one-half  per  cent,  on  gross  premium  is  in  lieu  of  all  other 
taxes,  state,  county  or  municipal. 
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California 
Fees: 

Filing  certified  copy  of  charter  or  articles  of  incorporation  and  cer- 
tificate as  to  organization  and  capital  €Uid  assets $55  00 

Filing  annual  statement 20  00 

For  filing  amendment  to  articles  ol  incorporation 10  00 

Filing  appointment  of  general  agent  and  stipulation  for  service  of 

process 5  00 

Filing  bond  of  company 5  00 

For  issuing  annual  certificate  of  authority 10  00 

Agent's  license   (each  agent  and  solicitor) 1  00 

Filing  certificate  of  deposit  of  companies  organized  outside  of  the 

United  States  only 6  00 

Issuing  certificate  of  deposit 5  00 

For  furnishing  copies  of  papers,  per  folio 20 

For  certifying  to  copies  of  papers 1  00 

For  registering  each  policy 1  00 

For  attaching  seal  of  office  to  any  paper  or  document  (not  above 

specified)   1  00 

For  issuing  any  other  certificate 2  00 

Taxes. — All  companies,  1%  per  cent,  of  gross  premiums  re- 
ceived in  the  state  less  return  premiums,  reinsurance  in  authorized 
companies  or  associations,  subject  to  action  of  retaliatory  law. 

Publication. —  Abstract  of  annual  statement  must  be  published 
daily  for  one  week  or  four  consecutive  times  in  weekly  newspaper 
in  city  where  principal  office  in  California  is  located. 

Colorado 

Fees: 

Filing  the  certified  copy  of  articles  of  incorporation,  on  the  or- 
ganization of  each  company $60  00 

Filing  power  of  attorney  and  statement  preliminary  to  admission.  60  00 
Filing  copy  of  its  charter  or  deed  of  settlement,  and  examination 

thereof   same  as  secretary  of  state    (generally  $30) 30  00 

Filing  annual  statement 60  00 

Certificate  of  authority  to  transact  business  in  this  state,  renewed 

annually  6  00 

Each    copy    of   certificate   of   authority   for   use   of   agents    and 

solicitors  to  each  member  of  firm 2  00 

Each  copy  of  any  paper  filed,  per  folio 20 

Affixing  the  seal  of  the  office,  and  certifying,  any  paper 1  00 

Taxes, —  Two  per  cent,  of  gross  premiums  received  on  business 
written  or  renewed  in  the  state,  less  net  reinsurance  premiums 
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paid  to  companies  authorized  to  do  business  in  this  state  and  for 
return  premiums  on  risks  cancelled  other  than  reinsurance  risks. 
Pvhlication. — ^Abstracts  of  annual  statements  must  be  pub- 
lished at  least  four  times  in  a  Denver  newspaper  of  general  cir^ 
culation.  A  copy  of  such  publication  must  be  filed  with  the 
commissioner  of  insurance. 

Connecticut 
Fees: 

FiUng  copy  of  charter  (surety  coiivpaniefl  only) |10  00 

Filing  preliminary  statement 10  00 

Filing  annual   statement 10  00 

Filing  any  additional  paper  required  by  law 25 

License  to  company,  annual 10  00 

Agent's  certificate  of  authority  issued  to  a  corporation  only 4  00 

Nonresident  broker's  license 10  00 

Foreign  Companies 

Filing  copy  of  charter $30  00 

Filing  preliminary  of  annual  statement 20  00 

License  to  com^pany,  annual 50  00 

Agent's  certificate  of  authority 2  00 

Reciprocal  provisions  for  fees,  for  valuing  life  insurance  poli- 
cies and  for  taxes. 

Taxes. —  Two  per  cent,  gross  premiums,  from  foreign  com- 
panies (of  other  countries). 

Delaware 

Fees: 

Filing  certified  copy  of  charter $10  00 

Filing  annual  statement  thereafter 10  00 

Publication  oi  abstract  of  annual  statement    (estimated) 5  00 

Certificate  of  authority  to  company 27  00 

Agent's  certificate  of  authority 2  00 

State   license 5  50 

Certificate  of  authority  and  state  license  are  transferable. 

Three  dollars  for  seal. 

Taxes, —  On  fire  and  miscellaneous  insurance  companies  IV^ 
per  cent,  of  groos  premiums,  which  is  defined  by  statute  as  follows : 
Where  the  words  "  gross  premiums  "  are  used  in  reference  to  pre- 
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miums  received  by  fire  insurance  companies  on  policies  covering 
risks  located  within  the  state  of  Delaware  the  same  shall  be 
taken  and  held  to  mean  all  moneys  collected  as  premiums  on  such 
policies,  less  return  premiums  paid  therefrom  by  reason  of  can- 
cellation of  policies  and  less  reinsurance  premiums  received  from 
companies  authorized  to  do  business  in  this  state  and  which  pay 
to  the  state  taxes  on  the  original  premiums. 

Payable  to  the  insurance  commissioner.  In  addition  there 
must  be  paid  to  the  state  treasurer  a  franchise  tax  of  %  of  1  per 
cent,  on  such  premiums. 

On  life  insurance  companies  2  per  cent  of  gross  premiums 
Retaliatory  provisions  for  greater  charges  by  other  states. 

Fraternal  Beneficiary  Associations 
Fees: 

Filing  statement  and  copy  of  charter  with  application $10  00 

Filing  annual  statement  thereafter 10  00 

Publieation  charges   ^     5  00 

Publication. —  Abstracts  of  annual  statements  are  made  by  the 
insurance  commissioner  in  three  newspapers  for  three  issues. 
The  commissioner  pays  the  bill  from  moneys  assessed. 

District  of  Columbia 

Fens: 

Filing  certified  copy  of  charter  or  articles  of  incorporation  and  ap- 
pointment of  attorney,  including  annual  license $10  00 

Polioy-writing  agent's  annual  license 50  00 

Broker's  annual   license 50  00 

Ordinary  solicitor's  annual  license,   individual 5  00 

Industrial  solicitor's  annual  license 2  00 

Fraternal  beneficial  association's  annual  license 6  00 

Taxes. —  Fire  companies,  except  mutual  fire,  1M>  per  cent,  of 
gross  premiums  received  in  the  district,  less  return  and  reinsur- 
ance premiums. 

Health,  accident  and  life  companies  or  associations  must  pay  a 
tax  of  1  per  cent,  on  the  total  amount  collected  from  policy  or 
certificate  holders. 

Publication. — Annual  statements  must  be  published  by  the 
company  once  in  one  paper  in  March  of  each  year. 

Not  required  of  fraternal  beneficial  associations. 
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Florida 

For  filing  charter  or  articles  of  incorporation  $2  upon  each 
$1,000  of  capital  stjock.  The  tax,  however,  not  to  exceed  $250  in 
any  case,  to  be  paid  only  once  when  the  company  enters  stata 
The  secretary  of  state  is  entitled  to  a  fee  of  $5  in  this  connection. 

Fees: 

Filing  annual  statement $10  00 

Annual  state  Hcense   200  00 

Annual  license  for  plate  glass  insurance  companies 60  00 

Agent's  license,  each  member  of  firm 5  00 

Counties,  cities  and  towns  may  require  a  license  fee  for  agents  not 

to  exceed 2  50 

License  for  traveling  agent  or  solicitor 25  00 

License  for  each  adjuster 10  00 

License  for  each  rate  agent 25  00 

Counties,  cities  and  towns  may  require  a  license  fee  for  travel- 
ing agents  or  solicitors  of  $5  for  each  county  in  which  business  is 
done. 

Taxes. — Two  per  cent,  of  gross  premiums  received  in  the  state. 
Sick  and  Funeral  Benefit  Insurance  Companies 

Annual  state  license $100  00 

Local  agent's  license 5  00 

Traveling  agent's  license 25  00 

For  filing  annual  statement 5  00 

Fraternal  beneficiary  associations  pay  no  fees. 
State  licenses  are  renewable  October  1.    If  issued  after  April  1, 
half  the  above  fee  is  charged. 

Pvhlication. —  The  state  treasurer  shall  annually  in  the  month 
of  February  publish  in  some  newspaper  published  at  the  capital 
a  list  of  all  insurance  companies,  associations,  firms  or  individ- 
uals authorized  to  do  business  in  this  state,  showing  in  tabular 
form  the  assets,  liabilities,  and  other  essential  data  and  informa- 
tion regarding  the  statements  made  and  accepted. 
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Fees:  ^^^^'^ 

Fire  insurance  companies  in  lieu  of  all  other  fees $200  00 

Filing  annual  statement,  all  other  companies 20  00 

Filing  copy  of  charter  or  certificate  of  no  change  in  charter  since 

last  tiling 20  00 

Agent's  license  ( one  to  a  firm) 3  00 

Beneficiary  order's  license   (no  other  fees  or  taxes) 40  00 

State  agents,  assessment  companies 25  00 

Taxes, —  One  per  cent,  of  gross  premiums  received  on  all  direct 
business  in  the  state.  (Fire  and  marine  companies  deduct  return 
premiums.) 

Local  aigent's  occupation  tax   (fire  and  life  companies) $10  OU 

State  agent's  occupation  tax  (life  and  fire  companies) 50  00 

Publication. —  The  semi-annual  statements  made  to  the  gov- 
ernor are  required  to  be  made  one  time  in  a  paper  of  general 
circulation  in  this  state,  the  companies  bearing  the  expense  and 
making  the  selection  of  the  paper  in  which  the  publication  is  to 
be  made. 

Hawaii 
Fees: 

Filing  copy  of  articles  of  incorporation $25  00 

Filing  annual  statement/ 10  00 

Filing  annual  statement  of  business  in  the  territory 10  00 

Filing  power  of  attorney 1  00 

Stamp  duty  for  same 1  00 

Filing  «,ny  other  paper 1  00 

Certificate  of  authority AO  00 

Certificate  of  authority  stamp  duty 60 

Agent's  license 2  00 

Agent's  stamp  duty ^0 

Copy  of  records,  25  cents  per  folio  and  $1  for  seal. 

Taxes:  Fire  and  Marine. —  A  ta:?  of  2  per  cent  on  the  gross 
premiums  received,  leas  (1)  return  premiums,  (2)  reinsurance 
in  authorized  companies,  when  such  reinsurance  is  placed  through 
or  with  local  agents. 

'  Life. — ^A  tax  of  2  per  cent,  on  gross  premiums  received,  less 
(1)  return  premiums,  (2)  reinsurance  in  authorized  companies, 
when  such  reinsurance  is  placed  through  or  with  local  agents,  (3) 
actual  operating  and  business  expenses. 
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Accident,  etc. — A  tax  of  2  per  cent,  on  the  gross  premiums 
received,  less  (1)  return  premiums,  (2)  reinsurance  in  authorized 
companies,  when  such  insurance  is  placed  with  or  through  local 
agents. 

Idaho 

Corporation  Law. —  Each  accident,  health,  life,  fire,  marine, 
inland,  casualty  or  fidelity  company,  upon  application  for  entry 
to  this  state,  must  furnish  the  insurance  commissioner  two 
copies  of  their  articles  of  incorporation  and  one  copy  of  designa- 
tion of  agent,  one  copy  of  each  being  filed  in  his  office  and  one 
copy  of  the  articles  of  incorporation  being  filed  with  the  secre- 
tary of  state,  and  each  company  must  pay  the  usual  fee  to  the 
above  department  for  filing  such  papers. 

The  publication  of  annual  statement  is  exacted  from  life  in- 
surance companies  only.  The  statutes  provide  that  every  com- 
pany, corporation,  association  or  society  transacting  business  of 
life  insurance  within  the  state  of  Idaho  shall  publish  or  cause  to 
be  published  as  soon  as  possible  after  the  1st  day  of  January,  and 
prior  to  the  1st  day  of  April  in  some  paper  published  in  the  state 
capital,  a  statement  showing  the  exact  condition  of  their  affairs 
on  the  last  day  of  the  month  of  December  preceding.  Only  one 
insertion  is  required  and  in  but  one  paper.  For  the  accommoda- 
tion of  the  life  insurance  companies  the  department  has  made  it 
a  practice  to  attend  to  the  necessary  publication  of  their  annual 
statement  on  a  blank  form  prepared  for  this  purpose.  There  is 
no  objection,  however,  to  companies  taking  care  of  the  matter  of 
publishing  themselves  if  they  so  desire.     Cost  is  $10. 

State  Deposits  Required  of  Surety  Companies, — Idaho  statutes 
provide  for  a  deposit  with  the  state  treasurer  of  $25,000  in 
money,  bonds  or  other  securities,  to  be  approved  by  the  insurance 
commissioner.  Such  deposits  shall  be  for  the  benefit  of  the 
holders  of  obligations  of  a  surety  company,  to  remain  in  the  state 
treasury  in  trust  to  answer  any  default  of  said  companies  as 
surety  upon  any  such  obligations.  The  companies,  however,  have 
at  all  times  the  right  to  collect  the  interest,  dividends  and  bene- 
fits upon  all  such  securities. 
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Fees  and  Requirements 

Life^  fire  and  miscellaneous  companies  upon  entry  must  file 
with  insurance  department: 

1.  Financial  statement  under  oath  of  proper  ofiicers. 

2.  Two  certified  copies  of  charter  or  articles  of  incorporation; 
one  for  insurance  department  and  one  copy  for  secretary  of  state. 

3.  One  copy  of  power  of  attorney  or  l^al  agent  for  service  of 
process,  executed  in  favor  of  "  Insurance  Commissioner  or  his 
successor  in  office  "  as  required  by  law. 

4.  Certificate  from  insurance  commissioner  of  company's  home 

state  showing  that  company  is  authorized  in  said  state. 

5*  Certified  copy  of  by-laws  and  all  amendments  thereta 

6.  Certified  copy  last  examination  of  company. 

7.  Certificate  of  deposit  (American  fire  insurance  companies 
excepted)  showing  not  less  than  $100,000  of  proper  securities  on 
deposit  in  home  state  or  some  state  of  the  United  States  for  the 
protection  of  all  policyholders.  Deposit  of  $200,000  required 
of  alien  companies.     (See  section  26,  Insurance  Law.) 

8.  Life  and  health  and  accident  companies  must  submit  all 
forms  of  policies  issued  for  approval  of  this  department;  health 
and  accident  companies  must  also  file  rate  book  or  manual. 

Fees  upon  Entry* 
Secretary  of  State's  Fees: 

For  filing  charter  or  articles  of  incorporation: 

Companies  having  no  capital  stock $5  00 

When  the  authorized  capital  stock  does  not  exceed  $25,000. . .  10  00 

When  the  authorized  capital  stock  exceeds  $26,000  and  does 

not  exceed  $50,000 20  00 

When  the  authorized  capital  stock  exceeds  $50,000  and  does 

not  exceed   $100,000 40  00 

When  the  authorized  capital  stock  exceeds  $100,000  and  does 

not  exceed  $500,000 • 60  00 

When  the  authorized  capital  stock  exceeds  $500,000  and  does 

not  oxcoed  $1,000,000 100  00 

When  the  authorized  capital  stock  exceeds  $1,000,000 160  00 

*  No   stock    insurance    company    admitted    with    less    capitalization    than 
$100,000,  and  fire  companies  must  have  $200,000. 
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Insurance  Commissioner's  Fees: 

State  license   $60  00 

Filing  financial  statement 50  00 

Filing  charter  or  articles 10  00 

Filing  power  of  attorney  or  legal  agent 2  00 

Annual  Fees 

Insurance  Commissioner's: 

State  license   50  00 

Filing  annual  statement 50  00 

Publication  annual  statement   (life  only) .* 10  00 

For  each  agent's  certificate   (all  classes) 3  00 

Taxes. —  Two  per  cent,  tax  upon  gross  premiums  less  return 
premiums  fire  companies. 

Two  per  cent,  upon  gross  premiums  life  and  casualty  com- 
panies. 

Live  stock  companies,  assessment  life  and  casualty  companies 
and  foreign  mutual  fire  companies  pay  same  fees  as  above  to  all 
offices. 

Miscellaneous  Fees 

For  each  copy  of  company's  state  license $3  00 

For  copy  of  any  paper  filed  in  this  office  per  folio 20 

For  afiixing  official  seal  and  certifying  any  paper 1  00 

For  receiving  and  forwarding  copy  of  summons  or  other  process 

served  upon  commissioner  as  attorney  for  company 2  00 

License  year  begins  April  1st.  Agents'  licenses  are  transfer- 
able for  unexpired  portion  of  insurance  year  without  cost. 

Fraternal  Beneficiary  Associations 

Fraternal  beneficiary  associations  upon  entry  must  file  with 
the  insurance  department: 

1.  Certified  copy  of  charter  and  articles  of  association. 

2.  Copy  of  power  of  attorney  or  legal  agent  for  the  service  of 
process,  executed  in  favor  of  "  Insurance  Commissioner  or  his 
successor  in  office,"  as  required  by  law. 

3.  Financial  statement  under  oath  by  duly  authorized  officers 
of  association. 

4.  Certified  copy  of  by-laws  and  all  amendments. 
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5.  Certificate  from  insurance  commissioner  of  home  state, 
showing  that  association  is  authorized  in  said  state. 

6.  Copies  of  all  benefit  certificates  or  policies  issued. 

7.  Certified  copy  of  last  examination  of  society. 

Fees  upon  Entry 

Filing  financial  statement $25  00 

Filing  charter  or  articles  of  association 10  00 

Filing  power  of  attorney  or  legal  agent 2  00 

Annual  permit   5  00 

Annual  Fees 

Filing  annual  statement 25  00 

Annual  permit   5  00 

The  payment  of  entry  fees  entitles  society,  if  permitted  to 
enter,  to  transact  business  for  the  insurance  year  without  further 
xe^* 

Illinois 
Fees: 

Filing  the  declaration  or  certified  copy  of  charter $30  00 

Filing  annual  statements  except  fraternal  societies 10  00 

Filing  annual  statements,  fraternal  societies 5  00 

Agent's  license    (one  to  a  firm) 2  00 

Issuing  licenses  to  fraternal  societies 10  00 

The  department  does  not  is&ue  annual  licenses  or  certificates  of 
authority  to  insurance  companies.  The  license  which  is  issued 
when  company  is  admitted  to  state  continues  its  authority  to  do 
business  in  the  state  until  company  fails  to  comply  or  the  license 
is  revoked. 

Taxes. —  The  net  receipts  of  all  companies  are  taxed  locally  as 
personal  property.  An  additional  2  per  cent,  of  gross  receipts  of 
fire  and  marine  companies  may  be  levied  by  cities  having  fire 
departments. 

Retaliatory  provisions  for  other  taxes. 

Publication. — Annual  statement  of  fire,  marine,  fidelity,  surety 
and  casualty  insurance  companies  must  be  published  in  two  news- 
papers, one  in  Springfield  and  the  other  in  Chicago,  for  fifteen 
days,  charge  $80. 
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Life  insurance  companies  are  required  to  publish  annual  etatfr- 
ment  in  two  newspapers,  one  in  Springfield  and  the  other  in 
Chicago,  for  one  month,  charge  for  same  $105. 

Publications  attended  to  by  this  department. 

Fees 

§  27.  There  shall  be  paid  by  every  company,  association,  person 
or  persons,  or  agent,  to  whom  this  act  shall  apply,  the  following 
fees:  For  filing  the  declaration  or  the  certified  copy  of  a  charter 
herein  required,  tlie  sum  of  thirty  dollars;  for  filing  the  annual 
statement  required,  ten  dollars ;  for  each- certificate  of  authority  to 
agents  of  companies  or  associations  not  incorporated  under  the 
laws  of  this  state,  two  dollars ;  for  each  certificate  of  authority  to 
agents  of  companies  incorporated  under  the  laws  of  this  state, 
fifty  cents. 

Fire  Marshal  Tax. —  One-fourth  of  1  per  cent  of  gross  pre- 
mium receipts. 

Fees:  ^^"^ 

Filing   and   examining   annual    statement $25  00 

Certificate  of  authority 5  00 

Agent's  license  ( individual  or  firm) 3  00 

Two  copies  of  statement  for  publication 2  00 

Taxes. —  Three  per  cent,  of  gross  premiums  received  in  the 
state  less  losses  paid  in  the  state,  and  return  premiums  on  can- 
celled policies.  Abstracts  of  annual  statements  published  twice  in 
two  newspapers.    Attended  to  by  the  department. 

Assessment  Life  and  Casualty  Companies 
Fees: 

On   admission    -. $46  00 

Filing   annual   statement 25  00 

Agent's   license    1  00 

Publication: 

All    companies,   per  year 48  00 


1192       Pees  and  Taxes  Cuabged  by  Other  States 


Iowa 
Fees: 

Filing  copy  of  charter  or  articles  of  incorporation $25  00 

Filing  annual  statement 20  00 

Certificate  of  authority  renewed  annually 2  00 

Agent's  license  (one  to  each  member  of  a  firm) 2  00 

Two  certificates  of  authority  for  publication    (fire  and  casualty 

oompaniefi)   4  00 

One  certificate  of  authority  for  publication    (assessment  associa- 
tions)   \ 2  00 

Filing  statement  and   issuing  certificate   of   authority,   fraternal 
societies   (no  other  fees) 25  00 

Taxes. —  Two  and  one-half  per  cent,  of  the  groes  amount  of  pre- 
miums received  for  business  done  in  the  state,  including  all  insur- 
ance upon  property  situated  therein,  less  the  amount  of  premiums 
returned  upon  cancelled  policies  issued  upon  property  situated  in 
the  state.     (Fire  companies  only.) 

Two  and  one^half  per  cent,  of  gross  premiums  received  in  the 
state.  (Life,  fidelity  and  casualty  companies  only,  without  de- 
duction.) 

Publication. — ^Abstracts  of  annual  statements  of  fire,  fidelity 
and  casualty  companies  are  required  to  be  published  by  the  auditor 
of  state  once  in  two  newspapers.  Fee  fixed  by  law  at  $6  for  each 
publication. 

Certificates  of  authority  to  assessment  associations  are  required 
to  be  published  once  a  week  for  four  weeks  in  some  newspaper  of 
general  circulation.    Fee  not  fixed,  but  the  usual  charge  is  $12. 

Retaliatory  provisions  for  greater  charges  by  other  states. 

Kansas 

Fees  on  Application  for  Adm^ission: 

Fraternal   beneficiary  societies    $25  00 

Assessment  life  and  accident  insurance  companies 115  00 

All  other  insurance  companies  150  00 

Annual  Fees: 

Annual  license,  annual  statement  and  certificate  of  authority  for 
assessment  life  and  accident  companies 115  00 
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On  Filing  Annital  Statement: 

Fraternal  beneficiary  societieB $20  00 

All  other  insurance  companies 60  00 

Agent's  license  (one  to  each  member  of  firm) 2  00 

Sciiooi  fund  fee  to  fire,  life  and  miscellaneous  insurance  companies.  50  00 

Taxes. —  Two  per  cent,  of  groes  premiumfl  collected  in  the 
state. 

Comptanies  of  other  countries,  4  per  cent,  of  gross  premiums 
collected  in  the  state.  Allowance  is  made  for  return  premiums 
on  cancelled  policies. 

Fire  companies  pay  in  addition^  2  per  cenl  of  gross  premiums 
collected  in  cities  having  fire  apparatus  worth  $1,000. 

Eetaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Kentucky 
Fees: 

For  filing  of  charter  or  articles  of  incorporation $30  00 

For  filing  annual  statement 26  00 

For  license  to  each  agent  of  companies  other  than  life  insurance 

companies  and  certificate  of  seal  of  office  for  each 3  00 

For  license  to  each  agent  of  life  companies  and  certificate  of  seal 

of  office  for  each 5  00 

For  license  to  each  agent  of  industrial  life  insurance  companies 

and  certificate  of  seal  of  office  for  each 2  00 

For  filing  declaration  of  intention  to  form  an  insurance  company.  30  00 

For  any  additional  or  supplemental  statement  for  the  same  year. .  25  00 

For  seal  of  office  with  certificate 1  00 

For  copies  of  any  paper  on  file  or  deposit  with  the  commissioner 

or  in  his  office,  20  cents  per  folio. 

For  cost  of  making  valuations  under  section  seven  hundred  and 
fifty-six,  not  to  exceed  one  cent  on  every  one  thousand  dollars  of 
insurance  effected;  and  the  commissioner  is  authorized  to  as- 
sess an  equal  amount  upon  each  insurance  company  doing  busi- 
ness in  this  commonwealth,  to  provide  for  any  deficiency  in  de- 
fraying expenses  of  the  insurance  department  (For  fees  to  be 
paid  by  co-operative  fire  companies,  see  section  722.) 

Taxes. —  Insurance  companies  of  other  states  and  foreign 
countries,  2  per  cent,  of  gross  premiums  received  in  the  state. 
(Fire  and  miscellaneous  companies  deduct  return  premiums  and 
reinsurance  in  authorized  companies.) 
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Fire  insurance  companies  also  pay  one-half  of  1  per  cent,  on 
their  gross  premium  receipts  to  defray  the  expenses  of  the  fire 
marshal's  department.  This  tax  to  be  collected  by  the  insurance 
commissioner  as  other  taxes  on  insurance  companies  are  collected. 

Fire  insurance  companies,  by  an  act  approved  March  4,  1912, 
henceforth  will  have  to  pay  annually  into  the  department  for  the 
support  and  maintenance  of  state  insurance  board  twenty-^ve 
thousand  dollars,  less  any  unused  balance  of  the  year  before,  each 
company  to  pay  such  proportion  of  the  amoxmt  as  the  gross 
premiums  collected  by  the  company  during  the  preceding  year 
from  persons  or  upon  property  located  in  Kentucky  bears  to  the 
aggregate  amount  of  gross  premiums  so  collected  by  all  insurance 
companies  transacting  business  in  Kentucky;  provided  that  in 
computing  such  gross  premium  receipts  there  shall  be  deducted 
therefrom  the  amount  paid  out  for  reinsurance  and  for  return 
premiums  on  cancelled  policies.  Purely  mutual  profit-sharing 
and  co-operative  companies  and  associations  are  exempt  from  this 
charge. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
States. 

Lonisiana 

Fees. —  But  one  state  license  is  required.  It  is  based  on  the 
gross  premiums  received  in  the  state.  (Fire  insurance  com- 
panies deducting  return  premiums  and  reinsurance  in  authorized 
companies.)  For  companies  entering  the  state  between  January 
and  July  license  is  computed  on  the  business  done  during  the 
first  two  months,  multiplied  by  six.  Companies  entering  the 
state  after  July  pay  half-yearly  license.  Every  municipal  cor- 
poration, where  an  agent  is  domiciled,  may  collect  the  same 
license  as  the  state;  the  city  of  New  Orleans  is  the  only  one  de- 
manding it. 

The  following  table  shows  the  graded  licenses  of  fire  and 
marine  companies: 

$10,000  or  less $150  00 

$16,000  and  less  than  $20,000 225  00 

$20,000  and  less  than  $30,000 300  00 

For  each  additional  $10,000,  or  part,  until  the  receipts  amount  to 

$300,000 150  00 

Life  insurance  companies,  $30,000 120  00 
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For  each  additional  $10,000,  or  part,  until  receipts  amount  to 

$1,500,000    $60  00 

Certificate  of  authority 10  00 

Agent's  license  (one  to  a  firm) 2  00 

Filing  annual  statement 15  00 

Seal  of  office  with  certificate 1  00 

Filing,   recording  and  furnishing  certified  copy  of  power  of  at- 
torney to  secretary  of  state 5  00 

Copying  or  recording,  25  cents  per  hundred  words. 

Benevolent  or  Fraternal  Associations 
Benevolent  or  fraternal  societies  or  associations, .  employing 
solicitors  or  agents,  pay  for  licenses  as  follows : 

When  gross  annual  receipts  amount  to  $50,000  or  more $375  00 

$40,000  and  less  than  $50,000 300  00 

$30,000  and  less  than  $40,000 225  00 

$20,000  or  less   150  00 

Publication, — Abstract  of  annual  statement  of  fire  companies, 
showing  Louisiana  business,  must  be  published  for  thirty  days  in 
two  newspapers.  The  company  makes  its  own  publications  and 
selects  the  newspapers  for  publication. 

Fire  Marshal  Tax, —  Two-fifths  of  1  per  cent,  of  gross  premium 
less  reinsurance  in  authorized  companies  and  return  premiums  of 
fire  insurance  companies  to  defray  fire  marshal's  expenses. 

,,  Maine 

Fees: 

Certificate   of   authority   on   admission,   renewable  July   1st    (re- 
newal not  required  of  fraternal  associations) $20  00 

Agent's  license,  renewable  July  1st  (firms,  $2  for  each  member)  ..  2  00 

Taxes. —  One  and  one-half  per  cent,  of  gross  premiums  re- 
ceived in  the  state  less  return  premiums,  premiums  on  reinsur- 
ance in  authorized  companies  and  premiums  on  farm  property. 

Inter  insurers,  2  per  cent,  on  gross  premiums  or  deposits,  less- 
amounts  actually  returned  to  policyholders. 

Fraternal  associations  pay  no  taxes. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Publication, — All  companies  except  life  and  assessment  and 
fraternal  associations  are  required  to  publish  abstracts  of  annual 
statements  once  a  week  for  three  weeks  in  each  county  in  which 
there  is  an  agency.     No  charge  fixed. 
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^  Uaryland 

Fees: 

Certificate  of  authority,  life  companies $300  00 

Certificate  of  author ity,  fire  and  marine  companies 100  00 

Certificate  of  authority,  casualty  and  surety  companies  of  foreign 
countries  (not  required  of  similar  United  States  companies, 
'but  this  exemption  of  United  States  companies  does  not  apply 

to  any  company  that  insures  automobiles  against  fire) 100  00 

Certificate  of  authority,  fraternal  beneficiary  associations 25  00 

Filing  charter  or  articles  of  incorporation 25  00 

Filing  statement 25  00 

General  agent's  license   (any  company) 10  00 

Sub-agent's  license,  fire  and  marine  companies  (one  to  a  firm) ...  10  00 

Sub-agent's  license,  life  and  casualty  companies  (one  to  a  firm) . .  2  00 
Abstracts   for  publication    (two   in   Baltimore   and   one   in   each 

county  wheie  company  was  represented  in  preceding  year),  each  2  00 

Taxes. —  Fire  and  marine  companies,  2  per  cent,  of  gross 
premiums  received  in  the  state,  or  in  Maryland  risks,  less  return 
premiums  and  reinsurance  in  authorized  companies. 

Life  and  casualty  companies,  1%  per  cent,  of  all  premiums 
contracted  to  be  paid  or  actually  collected,  received,  allowed  or 
secured  in  the  state,  or  from  residents  thereof. 

Fraternal  beneficiary  associations  are  not  taxed  on  premium 
receipts. 

Publication. — Abstracts  of  annual  statements  are  published  by 
the  department  once  a  week  for  three  consecutive  weeks  in  a  daily 
newspaper  published  in  the  city  of  Baltimore.  The  companies 
must  in  addition  publish  said  abstract  in  another  paper  three 
times.  Every  company  doing  business  in  any  of  the  counties  of 
the  state  is  also  required  to  publish  an  abstract  of  its  annual  state- 
ment in  at  least  one  newspaper  in  each  county  in  which  it  trans- 
acted business  in  the  preceding  year  for  three  times. 

Unauthorized  Insurance. —  Holders  of  policies  in  unlicensed 
companies  are  required  to  file  with  the  commissioner  a  statement 
describing  the  policies,  and  to  pay  thereon  a  tax  of  5  per  cent  of 
the  premiums,  also  $1  on  each  policy  for  making  record.  Per- 
sons who  file  an  affidavit  setting  forth  that  they  are  unable  to 
obtain  insurance  in  licensed  companies  are  required  to  pay  only 
the  fee  for  recording,  and  are  exempt  from  the  premium  tax. 
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Kaisaohiisettt 
Fees: 

Filing  oopy  of  ch&rter $30  00 

Filing  statement  on  admission 20  00 

Filing  annual  statement   20  00 

Agint's  license,  renew«ble  July  1st  in  each  year,  one  to  m  Ann  (not 

required  of  assessment  and  fraternal  companies) 2  00 

License  to  company  expires  June  30th.  No  fee  for  renewal  of 
same  except  retaliatory. 

No  fee  for  valuing  life  policies  of  foreign  companies  except 
under  retaliatory  provision. 

Fraternal  orders,  after  January  1,  1912,  are  to  pay  $20  for 
certificate  of  authority  and  for  each  renewal. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Taxes. — (The  collection  of  taxes  is  by  tax  commissioner  and  not 
insurance  department.) 

Life  companies,  one-fourth  of  1  per  cent  on  net  value  of  Massa 
chusetts  policies ;  also  retaliatory  premium  tax. 

Fire  and  marine  companies,  2  per  cent,  of  premiums  less 
reinsurance  if  effected  through  a  Massachusetts  licensed  agent  in 
authorized  companies,  returned  premiums  and  unused  balances  on 
notes  taken  for  premiums  on  open  policies. 

All  other  companies,  2  per  cent,  of  premiums  with  deductions 
as  above. 

Assessment  and  fraternal  companies  are  not  taxed. 

Michigan 

Fees. —  Retaliatory  provisions  govern  all  fees. 

Tuxes. —  Fire  and  marine  companies,  3  per  cent,  of  gross 
premiums  received  in  the  state,  less  return  premiums  and  rein- 
surance premiums  received  when  the  tax  has  been  paid  on  the 
original  premium.  Casualty  companies,  2  per  cent,  on  gross 
premiums  received  in  state,  less  return  premiums  and  reinsurance 
premiums  received  when  the  tax  has  been  paid  on  the  original 
premium. 

All  other  companies,  2  per  cent,  of  gross  premiums  received  in 
the  state. 
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Assessment  associations  pay  no  taxes. 

Publicati07u —  Statement  of  fire  companies  required  to  be  pub- 
lished on  admission  onlv. 

Pf*fs;  Minnesota 

Filing  copy  of  charter  or  artidea  of  incorpormtion $30  00 

Filing  annual   statement 20  00 

Certificate  of   authority 2  00 

Renewal  certificate  of  authority 2  00 

Agent* s  license  (one  to  each  member  of  a  firm) 2  00 

Renewal  of  agent*s  license • 2  00 

Valuing  life  policies,  one  cent  lor  eac'h  $l.iX»0  valued,  except  in  case 
of  assessment  policies  Talued  as  yearly  renewable  term,  when 
charge  shall  be  $10  per  day. 

Three  abstracts  of  annual  statement  for  publication 10  00 

License  to  place  insurance  with  unauthorized  c<mipanies 10  00 

Broker's  license 10  00 

Accepting  valuations  of  policies  of  other  states 50  00 

Filing  certified  copy  amendment  to  articles  of  incorporation 10  00 

For  each  certificate  including  certified  copy  of  certificate  of  au- 
thority, renewal,  valuation  of  life  policy,  corporate  condition  or 

qualification 1  00 

For  receiving  and  forwarding  a  copy  of  summons  or  other  process 
served  upon  commissioner  of  insurance,  as  attorney  for  any  in- 
surance company    2  00 

Copy  of  records,  20  cents  per  folio  and  $1  for  certifying  same, 

(Provided,  that,  when  by  the  laws  of  any  other  state  or  nation  any  fijies, 
penalties,  license  or  fees  additional  to,  or  in  excess  of  those  imposed  by  this 
state  upon  foreign  insurance  companies  and  their  agents,  are  imposed  upon 
insurance  companies  of  this  state  or  their  agents,  doing  business  in  such 
state,  the  same  fines,  penalties,  licenses,  and  fees  shall  be  imposed  upon  all 
insurance  companies  of  such  state  and  their  agents  doing  business  in  this 
state,  so  long  as  such  laws  remain  in  force.) 

Taxes. — Two  per  cent^  of  tJie  "  gross  "  preminins  less  retiim 
premiuma  "  on  all  direct  business  '*  received  by  any  foreign  or  do- 
mestic company,  except  town  and  fanners'  mutual  insurance  com- 
panies, in  this  state,  or  by  its  agents  for  it,  in  cash  or  otherwise, 
during  the  preceding  calendar  year.  In  the  case  of  every  domesr 
tic  company  such  sums  shall  be  in  lieu  of  all  otlier  ta^es  except 
those  upon  real  property  owned  by  it  in  this  state.  In  the  case 
of  every  foreign  company  such  sums  shall  l>e  in  lieu  of  all  other 
taxes,  except  those  upon  real  and  personal  property  owned  by  it 
in  this  state. 
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In  addition  every  foreign  fire  company  doing  business  in  any 
city  wherein  a  salvage  corps  has  been  established  pursuant  to  law 
for  which  such  company  or  its  agents  for  it  are  not  otherwise  sub- 
ject to  taxation,  shall  at  the  same  time  pay  to  the  treasurer  of  the 
duly  authorized  board  of  underwriters  therein  a  tax  equal  to  2 
per  cent,  of  the  gross  amount  of  premiums  received  by  it,  or  for 
it,  in  such  city. 

The  above  mentioned  taxes  shall  not  apply  to  any  corporation, 
association,  or  society  engaged  in  the  business  of  life  insurance 
upon  the  co-operative  or  assessment  plan,  or  to  any  such  corpora- 
tion, society  or  association,  engaged  in  the  business  of  casualty 
insurance  upon  the  cooperative  or  assessment  plan. 

Section  23.  For  the  purpose  of  maintaining  the  department  of 
state  fire  marshal  and  paying  all  the  expenses  incident  thereto, 
every  fire  insurance  company  doing  business  in  the  state  of  Minne- 
sota, shall  hereafter  pay  to  the  state  treasurer  on  or  before  March 
1,  1914,  and  annually  thereafter,  a  tax  upon  its  fire  premiums 
or  assessment,  or  both,  as  follows:  A  sum  equal  to  three-eighths 
of  1  per  cent,  of  the  gross  premiums  and  assessments,  less  return 
premiums,  on  all  direct  business  received  by  it  in  this  state,  or 
by  its  agents  for  it,  in  cash  or  otherwise,  during  the  preceding 
calendar  year,  including  premiums  on  policies  covering  fire  risks  . 
only  on  automobiles,  whether  written  under  floater  form  or 
otherwise,  provided,  however,  that  this  act  shall  in  no  way  affect 
the  tax  due  March  1,  1913",  and  the  payment  thereof.  In  the 
case  of  a  mutual  company  the  dividends  paid  or  credited  to 
members  in  this  state  shall  be  construed  to  be  return  premiums. 
The  money  so  received  into  the  state  treasury  shall  be  set  aside 
as  a  special  fund  and  is  hereby  appropriated  for  the  maintenance 
of  such  office  of  state  fire  marshal  and  the  expenses  incident 
thereto.  The  state  shall  not  be  liable  in  any  manner  for  the 
salary  of  said  fire  marshal,  his  chief  assistant,  deputies,  clerks 
and  other  employees  or  for  the  maintenance  of  the  office  of  fire 
marshal  or  any  expenses  incident  tbereto,  and  the  same  shall  be 
payable  only  from  the  special  fund  provided  for  in  this  section. 

Publication. —  When  the  statement  of  an  insurance  company 
has  been  approved  by  the  commissioner,  a  summary  of  such  state- 
ment, prepared  by  the  commissioner,  together  with  his  certificate 
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of  approval,  ahall  be  published,  and  proof  of  publication  filed  with 
him  before  May  1st  following,  in  default  whereof  he  shall  have 
such  publication  and  proof  made  at  the  expense  of  the  company. 
The  publication  shall  be  made  in  the  place  of  the  company's  home 
office,  if  within  the  state,  otherwise  in  each  of  the  three  most 
populous  counties  of  the  state,  and  in  all  cases  at  least  three 
times,  and  in  a  daily  newspaper,  conforming  to  the  requirements 
of  section  5515,  Kevised  Laws,  1905,  which  will  accept  and  pub- 
lish such  advertisement,  at  the  rates  prescribed  by  law  for  legal 
publications,  if  there  be  one,  but  if  not,  then  in  a  weekly  news- 
paper having  a  general  circulation  in  the  county  of  its  publica- 
tion. Such  newspaper  shall  be  entitled  to  charge  and  receive  for 
such  publication  not  to  exceed  the  rate  prescribed  by  law  for  legal 
publications. 

Fraternal  Orders 
Fees: 

Certifloate  of  authority  or  rene^v^l $10  00 

(No  charge  for  filing  copy  of  charter  or  articles  of  incorporation,  or  any 
amendment  thereto.  Statement  required  to  be  filed,  but  no  abstract  thereof 
to  be  published.) 

Kississippi 
Fees: 

Filing  charter  or  articles  of  incorporation  (fraternal  orders  only) .  $26  00 

Filing  preliminary  statement    20  00 

Filing  Aiunual  statement   ^ 10  00 

Certified  copy  of  same 5  00 

Filing  any  other  paper  required  by  law 1  00 

For  each  license  issued  to  a  life  or  fire  insurance  company  or 
association,  or  to  any  company  or  association  of  companies  oper- 
ating a  separate  or  distinct  plant  or  agency  in  the  state,  or  for 
each  license  issued  to  an  accident,  marine,  surety,  plate  glass, 

or  any  other  insurance  company  or  association 100  00 

Privilege  license  fraternal  orders 25  00 

Privilege  license   all   other   companies 100  00 

Certificate  of  authority,  general  agents 3  00 

Certificate  of  authority,  agents 2  00 

Certifloate  of  compliance 2  00 

Designation  of  commissioner  for  service  of  process 1  00 

Service  on   commissioner    2  00 

Kxamination,  in  addition  to  expenses  incurred  per  diem 25  00 

Copy  annual  statement  5  00 

Publication  of  annual  statement 9  00 

Abstract  of  annual  statement  for  filing  with  chancery  clerk £  00 
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Copy  of  records,  10  cents  per  100  words. 

Taxes. —  Life  companies,  2^/4  per  cent,  of  gross  premium  re- 
ceipts in  the  state  less  death  claims,  matured  endowments,  and 
cash  dividends  paid  under  policy  contracts  in  the  state  during  the 
year. 

All  other  companies,  2^/^  per  cent,  of  gross  earnings  less  return 
premiums. 

Fire  companies  pay  one-fifth  of  1  per  cent,  for  fire  marshal  tax. 
Fraternal  orders  pay  no  premium  taxes. 

Hissouri 

Fees  on  Admission: 

Assessment  life  and  accident  companies $50  00 

Stipulated  premium  companies 25  00 

Fraternal  beneficiary  associations 5  00 

All   other   companies    (including  certificate) 61  00 

Anniuil  Fees: 

Filing  annual  statement  (United  States  fire  and  marine  companies)  30  00 

Regular  life  and  miscellaneous  companies 30  00 

J<Mling  other  papers  10  00 

Filing  annual  statement  and  issuing  certificate  of  authority,  stipu- 
lated premium  companies  25  00 

Filing   annual    statement  and  issuing  certificate  of   authority   to 

assessment  life  and  accident  companies 50  00 

Filing  annual   statement   and   issuing   certificate   of   authority   to 

fraternal  beneficiary  associations   5  00 

Certificate  of  authority,  fire,  regular  life  and  miscellaneous  stock 

companies,  annually   1  00 

Certificate  of  authority,  all  other  companies,  annually 1  00 

Agent's  license,  stipulated  premium  companies 1  00 

Agent's  license,  all  other  companies  and  associations 2  00 

Agent's  license,  unauthorized  companies 10  00 

Broker's  license    10  00 

Reciprocal  provisions  govern  agents'  licenses  and  all  other  fees. 

Taxes, —  Stipulated  premium  companies  1  per  cent,  of  gross 
premiums  received  in  the  state. 

The  agent  or  agents  of  any  fire  insurance  company  doing  busi- 
ness in  any  city  in  the  state  having  a  population  of  more  than 
100,000  inhabitants,  in  addition  to  the  tax  on  premiums,  shall 
pay  to  the  collector  of  said  city  (if  said  city  shall  so  declare  by 
ordinance)  on  or  before  the  first  day  of  February  of  each  year  not 
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more  than  $100  for  the  use  of  said  city,  which  shall  be  considered 
in  full  for  and  in  lieu  of  all  taxes  and  licenses  which  said  city 
may  possess  the  power  to  impose  on  said  agent. 

All  other  companies,  2  per  cent,  of  gross  premiums  received  in 
the  state  less  return  premiums  and  reinsurance  in  authorized  com- 
panies. In  collecting  the  2  per  cent  tax  of  casualty  or  fidelity 
insurance  companies,  no  credit  is  given  for  reinsurance. 

Agents  pay  5  per  cent,  of  premiums  on  "  excess  lines,"  and 
2  per  cent,  of  premiums  on  insurance  in  unauthorized  companies. 

Eetaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Montana 

Fees: 

Filing  charter  and  examination  of  papers  on  admission $300  00 

FiUng  annual  statement 25  00 

Agent's  license 5  00 

Publishing  auditor's  certificate  of  authority 9  00 

A  certificate  of  authority  is  issued  to  each  company  at  the  be- 
ginning of  the  year  authorizing  them  to  transact  business  during 
that  year  upon  payment  in  advance  of  $125,  which  is  2^/^  per  cent, 
tax  on  $5,000  in  premiums;  on  premiums  in  e^^cess  of  $5,000  a 
tax  of  2  per  cent,  is  charged.  Companies  which  write  more  than 
tJiis  are  required  to  renew  the  certificate  as  they  approach  an 
excess  of  this  amount.  Fire  and  miscellaneous  insurance  com- 
panies are  permitted  to  deduct  return  premiums  on  cancelled  poli- 
cies in  making  their  return  of  gross  premiumsi  upon  which  the  tax 
is  charged. 

Publication. —  Auditor's  certificate  of  authority  including  con- 
densed statement  of  company,  only  publication  required.  Publi- 
cation attended  to  by  auditor. 

Nebraska 
Fees  on  Admission: 

Fire,  life  and  miscellaneous  companies $50  00 

Fraternal    beneficiary   associations 10  00 

Annual  Fees: 

Filing  annual  statement,  fraternal  orders 10  00 

Filing  annual  statement,  all  other  corporations 20  00 

Certificate  of  authority    (annual) 2  00 

Agent's   license    (individual) 2  00 
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Taxes. —  Section  68.  Each  and  every  fire  insurance  company 
organized  under  the  laws  of  any  other  state  or  country  and  trans- 
acting business  in  this  state,  shall  be  taxed  in  the  county,  town, 
city,  village  and  school  district  where  the  agent  conducts  the 
business,  upon  the  gross  amount  of  premiums  received  by  it  for 
insurance  written  upon  property  within  the  state  during  the 
preceding  year.  Such  gross  receipts  to  be  taken  as  an  item  of 
property  of  that  value  and  to  be  assessed  and  taxed  on  the  same 
percentage  of  such  value  as  other  property.  The  agent  shall 
render  the  list  and  be  personally  liable  for  the  tax.  If  he  refuses 
to  render  the  list  or  to  make  affidavit  that  the  same  is  correct,  the 
amount  may  bo  valued  and  assessed  according  to  the  best  in- 
formation of  the  assessor. 

4980.  Sec.  59  {Foreign  Life  and  Accident  Companies). 
Every  life  insurance  and  accident  insurance,  or  life  and  accident 
insurance  company  organized  under  the  laws  of  any  other  state 
or  country,  and  transacting  business  in  Nebraska,  except  fraternal 
beneficiary  associations  and  such  mutual  companies  as  operate  on 
the  assessment  plan,  have  no  capital  stock  and  make  no  dividends, 
and  whose  scheme  of  insurance  does  not  contemplate  the  return 
of  any  percentage  of  earnings  or  profits  to  policyholders,  shall, 
at  the  time  of  making  the  annual  statement  as  required  by  law, 
pay  into  the  state  treasury  two  per  cent,  of  the  gross  amount  of 
premiums  received  by  it  during  the  preceding  calendar  year  for 
business  done  in  this  state,  including  all  insurance  upon  the  lives 
of  persons  residing  in  the  state,  whether  such  insurancei  was 
written  during  such  preceding  year  or  prior  thereto.  At  the  time 
of  paying  said  taxes  such  companies  shall  take  duplicate  receipts 
therefor,  one  of  which  shall  be  filed  with  the  state  auditor.  No 
certificate  shall  be  issued  by  the  auditor  to  or  on  behalf  of  any 
such  company  authorizing  it  to  do  or  continue  business  in  this 
state  while  any  such  percentage  or  tax  remains  due  and  unpaid. 

4981.  Sec.  60  {Foreign  Surety  Companies).  Every  surety 
company  organized  under  the  laws  of  any  state  or  country  other 
than  the  stat«  of  Nebraska,  and  transacting  business  in  this  state, 
shall,  during  the  month  of  January  of  each  year,  make  out  and 
file  with  the  state  auditor  an  itemized  statement  verified  by  the 
president  or  vice-president,  and  secretary,  showing  in  detail  the 
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gross  receipts  from  all  business  transacted  in  this  state  during 
the  preceding  calendar  year,  including  the  gross  premium  on  all 
surety  bonds  or  obligations  of  every  kind,  and  shall  at  the  same 
time  pay  into  the  state  treasury  as  a  tax  on  such  business,  two 
per  cent,  of  such  gross  receipts.  No  certificate  shall  be  issued  by 
the  auditor  to  any  surety  company,  or  agent  thereof,  authorizing 
it  to  do  or  continue  business  in  this  state  while  any  such  per- 
centage or  tax  remains  due  and  unpaid. 

Fire  insurance  companies  are  taxed  three-quarters  of  1  per 
cent,  of  gross  premium  receipts  to  defray  expenses  of  fire  marshal. 

All  other  companies,  except  assessment  and  fraternal  bene- 
ficiary associations,  2  per  cent,  of  gross  premiums  received  in  the 
state.  No  allowance  is  made  for  return  premiums  on  cancelled 
policies,  or  for  reinsurance. 

Note. —  We  are  advised  by  the  auditor  of  the  insurance  de- 
partment that  in  collecting  taxes  under  section  33  of  chapter  3897 
(Reciprocal  Law)  credit  is  given  for  local  taxes  paid  against  the 
reciprocal  percentage  tax. 

Nevada 

Fees: 

Filing  power  of  attorney $5  00 

License,  casualty  and  surety  companies 20  00 

License,   all  other  companies 100  00 

Fraternal  associations  pay  no  fees. 

Publication. —  Copy  of  annual  statement  must  be  published  by 
the  company.    Cost,  $20. 
No  agent's  license  required. 

New  Hampshire 
Fees: 

Filing  copy  of  charter  and  by-laws $25  00 

Filing  statement  with  application  and  each  annual  statement 15  00 

Filing    statement   with   application    end    each    annual    statement 

( fraternal    associations)     5  00 

Certificate  of  authority   ( renewed  annually) 5  00 

Agent's  license  (one  to  each  member  of  a  firm) 2  00 

Service  of  legal   process 2  00 

Certificate i 1  00 
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faxes. —  Fire,  fidelity,  casualty  and  assessment  accident  insur- 
ance companies,  2  per  cent,  of  gross  premiums  received  in  the  state 
less  return  premiums  and  reinsurance  in  authorized  companies,  if 
effected  by  licensed  resident  agents. 

Life  companies  2  per  cent,  upon  gross  premiums  received  upon 
business  within  the  state  during  the  year  less  payments  to  resi- 
dents  of  the  state  on  account  of  death  losses  paid  within  the  year. 
Provided,  however,  that  the  tax  assessed  upon  any  such  life  com- 
pany shall  not  be  less  than  an  amount  equal  to  IV^  per  cent,  of 
the  gross  premiums  received  by  it  upon  business  done  within  the 
state  during  the  year. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

An  Act  reUUing  to  Foreign  MvJtual  Insurance  Companies,  Ap- 
proved April  22,  1913. 

Section  1.  Mutual  fire,  or  mutual  employers'  liability  insur- 
ance companies  incorporated  under  the  laws  of  other  states 
which  insure  only  factories  or  mills  or  property  connected  with 
such  factories  or  mills  may  be  admitted  to  this  state  upon  com- 
plying with  the  conditions  set  forth  in  the  Public  Statutes  of  this 
state  and  amendments  thereto  and  shall  comply  with  all  the  re- 
quirements of  said  statutes  except  that  in  lieu  of  all  other  taxation 
upon  premiums  in  this  state,  such  companies  shall  annually  pay 
a  tax  at  the  rate  of  two  per  cent  on  gross  premiums  in  force  on 
risks  in  this  state  after  deducting  the  unabsorbed  portion  of  such 
premium  computed  at  the  rate  of  return  actually  made  on  annual 
policies  expiring  during  the  year  by  said  insurance  companies. 
Such  companies  shall,  on  or  before  the  31st  day  of  each  Janu- 
ary, make  a  return,  under  oath,  to  the  insurance  commissioner, 
showing  the  gross  premiimas  in  force  on  risks  in  this  state  on  the 
31st  day  of  December  previous  and  the  unabsorbed  portion  of 
such  premiums  computed  at  the  rate  of  return  actually  made  on 
annual  policies  expiring  during  the  year  by  said  insurance  com- 
panies. 
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New  Jeney 

Fees. 

Filing  copy  of  charter $20  00 

Filing  statement  on  admission 20  00 

Filing  annual  statement 20  00 

Agent's  license  (one  to  a  firm) 2  00 

Renewal  certificate  of  authority  to  insurance  companies  re- 
quired. No  fee  is  charged  for  such  renewal  certificate  except 
under  retaliatory  provisions  of  the  law. 

Other  or  greater  fees  governed  by  retaliatory  provisions,  except 
as  to  assessment  life  companies. 

Fraternal  Beneficiary  Associations 
Fees: 

Filing  copy  of  charter $10  00 

Filing  annual  statement    5  00 

License  ( required  on  admission  only) 5  00 

Taxes. —  Life  companies  are  not  taxed  except  in  retaliation. 

All  other  companies,  2  per  cent,  of  gross  premiums  received  in 
the  state  less  return  premiums  and  reinsurance  premiums  paid. 
Credit  is  allowed  for  payments  to  firemen's  relief  association  by 
fire  insurance  companies.  Retaliatory  provisions  as  to  greater 
taxes. 

Fraternal  beneficiary  and  assessment  life  associations  are  not 
taxed. 

Publication, —  Retaliatory  provisions  govern. 

New  Mexico 
Fees: 

On  admission $150  OU 

Filing  annual  statement 20  00 

Certificate  of  authority   ( annual) 2  OC 

Agent's  license  after  February  1,   1909    (each  member  of  firm  re- 
quired  to   have   license) 2  00 

Copy  of  records,  20  cents  per  folio  and  $1  for  seal. 
Taxes. —  Two  per  cent,  of  gross  premiums  received  in  the  state 
less  returned  premiums. 
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Fraternal  Associations 
Fees: 

Filing  annual  statement $5  CO 

Taxes  —  None. 

Deposit. —  Fire  companies  must  deposit  $10,000  in  cash  or 
prescribed  securities. 

Surety  companies  deposit  $20,000  in  cash  or  prescribed 
securities. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states  or  territories. 


^  North  Carolina 

Fees: 

On  admission $44  00 

Filing  and  publishing  annual  statement 23  00 

Annual  fees,  payable  April  1 10  00 

Certificate  of  authority,  life  companies 250  00 

Certificate  of  authority,  fire,  marine  and  accident  companies 200  00 

Certificate  of  authority,  all  other  companies  or  associations 100  00 

Certificate  of  authority,  fraternal  orders 25  00 

Special  or  district  agent's  license 3  00 

Local  or  canvassing  agent's  licenise   (individual) 1  00 

Organizer's  license  for  fraternal  orders 3  00 

Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  on  all 
direct  business  received  in  the  state  less  return  premiums. 

Fire  insurance  companies  are  taxed  in  addition  to  the  above, 
one-fifth  of  1  per  cent,  (semi-annually)  of  their  gross  receipts  to 
defray  expenses  of  investigation  of  incendiary  fires  and  enforcing 
building  laws. 

Return  premiums  deducted  in  making  tax  returns. 

No  license  taxes  or  fees  collected  by  counties,  cities,  or  towns. 

Tax  of  one-half  of  1  per  cent,  on  the  receipts  of  fire  companies 
in  towns  and  cities  complying  with  the  state  building  law  and 
having  fire  departments,  and  at  least  $1,000  equipment,  for  a 
firemen's  relief  fund. 

Fraternal  orders  are  not  taxed  on  receipts. 

Publication. —  The  law  requires  the  commissioner  to  make  and 
publish  an  abstract  of  all  financial  statements.  He  collects  a  fee 
of  $9  for  this  purpose.    This  fee  is  included  in  the  admission  fee 
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of  $44,  and  in  the  fee  for  filing  annual  statement  of  $23.  The 
general  agents  of  the  companies  are  permitted  to  select  the  newsr 
papers  if  they  do  so  within  thirty  days  after  filing  the  statement. 
The  annual  license  fee  for  companies  entering  the  state,  when 
over  $25,  is  prorated  for  the  unexpired  portion  of  the  fiscal  year. 

North  Dakota 
Fees: 

Filing  articles  of  incorporation $25  00 

Filing    annual   statement 10  00 

Certificate  of  authority 2  00 

For  each  copy  of  abstract  for  publication 2  00 

Agent's  license  (one  for  each  member  af  a  firm  or  corporation)  ..  2  00 
Filing  annual  report  of  fraternal  beneficiary  associations  and  issu- 
ing permit  15  00 

Copy  of  records,  twenty  cents  per  folio  and  $1  for  seal. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  received 
in  the  state,  less  return  premiums  on  cancelled  policies. 

Publication  of  statement  in  each  judicial  district  where  com- 
pany has  agents  or  transacts  business.    Attended  to  by  department. 

Ohio 

Fee^: 

Filing  copy  of  charter  or  articles  of  incorporation $25  00 

Filing  annual  statement 20  00 

Certificate  of  authority,  co-operative  or  assessment  associations . .  1  00 

Certificate  of  authority,  all  other  companies 2  00 

Agent's  license,  co-operatiye  or  assessment  associations   (partner- 
ships licensed  same  as  individuals,  but  corporations  and  each 
officer  or  agent  soliciting  insurance  must  have  separate  license).  1  00 
Agent's  license,   all   other  companies    (partnerships   and  corpora- 
tions licensed  same  as  above) 2  00 

Certificate  of  compliance,  for  publication   (one  for  each  county  in 

which  there  is  an  agent) 1  00 

Copy  of  papers,  twenty  cents  per  folio. 

Certifying  and  affixing  seal    1  00 

Co-operative  or  assessment  associations  may  pay  $26  for  licenses 
for  all  agents  for  the  year  without  further  charge. 
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FratemtU  Beneficiary  Associations 
Fees: 

Filing  annual  statement  and  all  other  papers  and  issuing  license. .        $25  00 

Torxes. —  Two  and  one-half  per  cent,  of  gross  premiums  re- 
ceived from  policies  covering  risks  written  in  the  state,  less  return 
premiums  paid  and  reinsurance  premiums  received.  Fire  com- 
panies pay,  in  addition,  one-half  of  1  per  cent,  of  gross  fire  pre- 
miums received  in  the  state,  less  return  premiums  paid  and  re- 
insurance premiums  received,  for  the  maintenance  of  the  oflBce  of 
state  fire  marshal. 

Co-operative  or  assessment  and  fraternal  beneficiary  associations 
are  not  taxed. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Puhlication, —  Certificate  of  compliance  which  contains  abstract 
of  statement  must  be  published  by  the  company  in  each  county  of 
the  state  where  the  company  has  appointed  agents,  in  a  newspaper 
of  general  circulation  approved  by  the  department  on  or  before 
October  1st. 

Oklahoma 

Annual  Entrance  Fees  (Article  19,  Constitution)  : 

Foreign  life  insurance  companies $200  00 

Foreign  fire  insurance  companies 100  00 

Foreign  accident  and  health  insurance  companies,  jointly 100  00 

Foreign  surety  and  bond  companies 150  00 

Foreign  plate  glass  companies,  not  accident 25  00 

Foreign  live  stock  insurance  companies 25  00 

Foreign  fraternal  companies  6  00 

Fee  for  Filing  Annual  Statement, —  Foreign  life  and  miscel- 
laneous, reciprocal ;  foreign  fire,  reciprocal. 

Agents'  Certificates  of  Authority: 

Foreign  companies,  one  for  each  member  of  firm $3  00 

Domestic  companies 60 

Taxes, —  On  gross  premiums,  cancellations  and  reinsurances  in 
authorized  companies  deducted :  Two  per  cent,  per  annum  (article 
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19,  section  2,  Constitution).     Life  insurance  companies  deduct 
dividends  paid  to  policyholders  in  making  tax  return. 

Fire  marshal  tax,  one-fourth  of  1  per  cent,  of  gross  premiums. 

Copies  of  Papers: 

Per  folio |0  20 

Affixing  seal    1  (M) 


Oregon 

Fees: 

Filing   title    (iire   companies   only) |5  00 

Filing  power  of  attorney   (all  companies) 6  00 

Filing  annual  statement,  mutual  fire  companies 10  00 

Filing  annual  statement,  all  other  companies 6  00 

Annual  license,  fire  and  marine  companies 150  00 

Annual  license,  life,  accident,  casualty  and  surety  companies 100  00 

Issuing  certificate  of  deposit,  fire,  marine  and  surety  companies . .  6  00 
Certificate  of  authority,   fire,   life,   casualty,   surety   and   accident 

companies 6  00 

Agent's  certificate  of  authority,  fire  companies    (expire  Dec.  31st 

of   each   year )     1  00 

Agent's  license,  life  companies   (annual) 6  00 

Agent's  license,  casualty,  marine,  fidelity  and  surety  and  all  mis- 
cellaneous  companies    1  00 

Custody  of  deposit,  fire  companies,  one-eighth  of  1  per  cent 
Taxes, —  Two  per  cent,  of  gross  premiums  received  in  the  state, 

less  return  premiums,  losses  paid  and  reinsurance  preaniums  paid 

to  authorized  companies. 

Pennsylvania 

Fees: 

Filing  copy  of  charter $26  00 

Filing  annual   statement    20  00 

Certificate  of  authority,  renewed  annually 2  00 

Agent's  license  (one  to  each  member  of  a  firm) 2  00 

Assessment  Life,  Sick  Benefit  and  Accident  Associations 
Fees: 

Filing  annual  statement $20  00 

Certificate  of  authority,  annually 2  00 

Agent's   license    2  00 


F££S  AND  Taxes  Chaboed  by  Other  States        1211 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Taxes. —  Two  per  cent,  of  gross  premiums  received  in  the  state 
less  return  premiums  and  reinsurance  in  authorized  companies. 

Assessment  life,  sick  benefit  and  accident  associations  are  like- 
wise taxed  at  same  rate. 

Khode  Island 
-  Fees: 

Filing  copy  of  charter  or  deed  of  Bettlement $30  00 

Filing  preliminary  itatement 20  00 

Filing  annual  statement 20  00 

Agent's  license  (one  to  a  firm) 2  00 

Broker's  license    10  00 

Printing  and  distributing  abstract  of  annual  statement   (fire  and 

accident  companies  only)    1  00 

The  original  certificate  of  authority  to  a  company  is  good  until 
revoked ;  an  annual  fee,  therefore,  for  renewal,  is  not  required. 

Taxes. —  Stock  companies,  2  per  cent  of  gross  premiums  re- 
ceived in  the  state  less  return  premiums  and  reinsurance  in  au- 
thorized companies,  unless  there  is  a  contract  with  the  reinsuring 
company. 

^Mutual  companies,  1  per  cent,  of  premiums  collected  in  the 
state. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Publication^ —  Life  companies  are  required  to  publish  abstract 
of  annual  statement  once  a  week  for  three  successive  weeks  in 
March,  in  some  newspaper  published  in  the  coimty  in  which  the 
general  agency  is  located. 

Agents  of  fire  companies  and  general  agents  of  life  and  accident 
companies  are  required  to  file  bonds  with  the  genera]  treasurer, 
in  such  sums  as  he  may  designate.  A  bond  of  $200  is  required  of 
agents  of  fire  and  accident  companies,  and  from  $500  to  $1,000 
of  agents  of  life  companies. 
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South  Oarolina 
Annual  Admittance  License  Fees  for   Compames  of   Other 
States  and  Countries  to  do  Business: 

Annual  state  license  fee  for  all  companies $100  00 

Annual  insurance  department  license  fees  as  follows: 

Life  insurance    50  00 

Fire  insurance,  including  marine 40  00 

Marine  insurance  only 15  00 

Accident  and  health  insurance 40  00 

Casualty  insurance    (which  is  taken  to  mean  all  forms  of  in- 
demnity to  the   insured  for  loss  on  account  of  damage  to 

things  or  to  persons  other  than  himself) 40  00 

Surety  insurance  (which  means  all  forms  of  indemnity  to  the  in- 
sured on  account  of  misfeasance,  default  or  debt  of  another) . .  40  00 
All  forms  of  insurance,  not  included  above 60  00 

Additional  License  Fees 

On  June  30 th  and  December  31st  each  year  all  companies  are 
required  to  pay  2  per  cent,  on  premiimis  collected,  less  dividend 
credits  and  return  premiums.  If  one-quarter  of  the  reserve  on 
South  Oarolina  policies  is  invested  in  state,  county  and  municipal 
bonds,  first  mortgage  bonds  of  real  estate,  first  mortgage  bonds  of 
solvent  domestic  corporations,  whose  property  is  situate  entirely 
within  the  state,  a  reduction  of  one-fourth  of  1  per  cent  is  allowed ; 
so  that,  if  the  full  reserve  is  so  invested,  this  additional  license 
fee  is  1  per  cent,  on  premiums  collected,  less  dividend  credits  and 
return  premiums.  No  other  state  and  county  taxes  are  assessable. 
Municipal  license  fees  are  permitted. 

Fire  companies  pay  a  firemen's  fund  tax  of  1  per  cent  on  pre- 
miums collected  in  towns  having  a  fire  department  and  fire  ap- 
paratus of  $1,000  and  upwards  value. 

Fire  companies  pay  in  addition  a  fire  inspection  tax  of  one- 
tenth  of  1  per  cent,  of  gross  premiums  received  in  the  state,  pay- 
able semi-annually  to  the  insurance  commissioner. 

South  Dakota 
Fees: 

Filing  articles  of  incorporation  or  charter $25  00 

miing  annual  statement   25  00 

Agent's  license   '. . .  2  00 

Copy  for  publication   (not  required  of  fraternal  orders) 2  00 

Companies'   license,    annual    2  00 

Agent's  license,  fraternal     50 
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Copdes  of  records,  twenty  cents  per  folio  and  $JL  for  seal. 

Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  re- 
ceived in  the  state,  less  return  premiums  on  cancelled  policies 
and  reinsurance  in  authorized  companies.  Also  fire  marshal  tax 
of  one-half  of  1  per  cent,  on  net  fire  premium  receipts.  Assess- 
ment companies,  2  per  cent,  of  gross  premiums  received.  Not 
required  of  fraternal  organizations.  Stock  and  old  line  life 
companies,  tax  of  2%  per  cent.;  miscellaneous  companies,  2V^ 
per  cent. 

Publication. —  Annual  statement  must  be  published  in  each 

judicial  district  in  which  there  are  policies  issued.    Not  required 

of  fraternal  orders.    Attended  to  by  department. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Tennessee 
Fees  on  Admission: 

Collected  by  the  insurance  department: 

Fraternal  orders $10  00 

All  other  companies    30  00 

Collected  by  the  secretary  of  state: 
Filing  copy  of  charter  of  all  companies  and  fraternal  orders 20  00 

Tax  for  Filing  Copy  of  Charter  of  All  Stock  Companies  Graded 
as  Follows: 

Companies  of  $50,000  and  less $50  00 

Companies  of  over  $50,000  and  less  than  $100,000 100  00 

Companies  of  $100,000  and  less  than  $200,000 150  00 

Companies  of  $200,000  and  less  than  $300,000 200  00 

Companies  of  $300,000  and  less  than  $400,000 250  00 

Companies  of  $400,000  and  less  than  $500,000 300  00 

Companies  of  $500,000  and  less  than  $750,000 400  00 

Companies  of  $750,000  and  less  than  $1,000,000 500  00 

Companies  of  $1,000,000  and  less  than  $2,000,000 750  00 

Companies  of  $2,000,000  and  less  than  $5,000,000 1,000  00 

Companies  of  $5,000,000  authorized  capital  stock  and  over  shall 
pay  $1,600;  provided  that  any  company  chartered  under  the  laws 
of  another  state  desires  to  locate  its  principal  office  and  do  all  of 
its  business  in  and  from  Teninessee  and  have  all  or  its  main  prop- 
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erty  holding  in  Tennessee,  it  shall  then  pay  &  privilege  tax  of 
one-tenth  of  1  per  cent,  on  the  authorized  capital  stock,  just  as 
domestic  corporations  are  now  required  to  do ;  provided,  also,  that 
insurance  companies  shall  be  credited  by  the  amount  of  fees  paid 
to  the  insurance  commissioner  upon  entering  the  state  to  do 
business. 

Annual  Fees: 

FiHng  annual  statement,  life  companies $23  00 

Filing  annual  statement,  fraternal  orders 10  00 

Filing  annual  statement,  all  other  companies 15  00 

Certificate  of  authority  (one  to  each  member  of  a  firm) 2  00 

Valuing  life  policies,  two  cents  for  each  $1,000  of  insurance  in 
force. 

Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  received 
in  the  state,  less  return  premiums  and  cash  dividends,  payable 
semi-annually. 

Fire  insurance  companies  pay  one-half  of  1  per  cent,  addi- 
tional as  fire  marshal  tax. 

Each  agent  must  pay  the  following  occupation  tax : 

Beginning  business  in  first  quarter  of  the  year $10  00 

In  second  quarter 7  50 

In  third  quarter 5  00 

In  fourth  quarter 2  50 

Fraternal  orders  pay  no  taxes  and  are  not  permitted  to  employ 
agents. 

Copy  of  records,  twenty  cents  per  folio  and  $1  for  seal. 
No  publication  required. 

Texas 
Fees: 

Filing  charter,  or  amendment,  or  certified  copy  of  same $25  00 

Filing  annual  statement 20  00 

Issuing  license    1  00 

Two  certificates  of  compliance  for  publication,  50  cents  each 1  00 

General  agent's  state  occupation  tax 60  00 

(General  agents  of  life  companies  pay  no  tax.) 
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Fraternal  Beneficiary  Associations 
Fees: 

Certificate  of  authority   $10  00 

Solicitor's  or  deputy's  license 1  00 

I'axes. —  Two  and  six-tenths  per  ceat.  of  gross  premium  re- 
ceipts of  fire,  marine,  casualty,  credit  guarantee  and  miscellaneous 
companies. 

Three  per  cent,  of  gross  premium  receipts  from  life  insurance 
companies,  provided,  however,  that  if  30  per  cent,  of  the  reserve 
apportioned  on  account  of  policies  of  insurance  written  upon  lives 
of  citizens  of  Texas  is  invested  in  promissory  notes  or  other  obliga- 
tions secured  by  mortgage,  deed  of  trust  or  otlier  lien  on  Texas 
real  estate,  the  tax  shall  be  2.6  per  cent.;  and  when  60  per  cent, 
of  its  total  Texas  reserve  has  been  so  invested,  the  tax  shall  be 
2.3  per  cent.,  and  when  75  per  cent,  of  its  total  Texas  reserve  has 
been  eo  invested  tJbe  tax  shall  be  reduced  to  2  per  cent. 

Publication, —  Certificate  of  compliance  must  be  published  by 
company  for  three  successive  weeks  in  two  newspapers. 

Utah 

Admission  Fees: 

Filing  certified  copy  of  articles  and  by-laws $50  00 

Filing  acceptance  of  the  provisions  of  the  Constitution 3  00 

Publication  fee   8  00 

Preparing  abstract 6  00 

Company's  license    5  00 

Agent's  license 2  00 

A7innal  Fees: 

Filing  annual  statement $50  00 

Filing  list  of  authorized  attorneys 1  00 

Preparing  abstract  of  annual  statement  for  publication 5  00 

Certificate  of  authority,  renewable  annually 6  00 

Agent's  license   (one  to  a  firm) 2  00 

Taxes, — All  insurance  companies  engaged  in  the  transaction  of 
business  of  insurance  in  this  state  shall  annually,  on  or  before  the 
first  day  of  March  in  each  year,  pay  to  the  commissioner  of  in- 
surance IV2  per  cent,  of  the  gross  amount  of  premiums  received 
less  the  amount  of  all  premiums  returned,  within  this  state,  dur- 
ing the  year  ending  the  previous  31st  day  of  Decemler;  provided, 
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that  if  any  insurance  company  shall  have  paid  a  property  tax  dur- 
ing said  year,  it  shall  be  entitled  to  deduct  from  the  tax  therein 
provided  the  amount  of  such  property  tax  paid  for  general  state 
purposes. 

Publication. — Abstracts  of  statements  must  be  published  four 
times  within  thirty  days  after  issuance  of  company's  certificate 
of  authority  in  each  year.  Companies  may  select  the  papers  in 
which  publication  is  made,  but  they  must  be  of  those  published  at 
the  capital. 

Fees:  Vermont 

Filing  copy  of  charter $30  OO 

Filing  annual  statement 20  00 

Certificate  of  authority    (renewal  annually) 5  OH 

Agent's  license  (one  to  each  member  of  a  firm) 2  00 

Fraternal  Beneficiary  Associations 
Fees: 

Permit  to  do  business 5  00 

Filing  charter   5  00 

Filing  annual  statement   5  00 

Filing  any  additional  papers  required  by  law 25 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Taxes. —  Two  per  cent,  of  premiums  and  assessments  received 
in  the  state,  less  return  premiums,  cash  dividends  paid  to  policy- 
holders in  the  state  and  reinsurance  in  authorized  companies  on 
risks  for  which  the  full  premium  has  been  collected  by  the  com- 
pany making  the  return. 

Domestic  companies  in  addition  to  premium  tax  pay  a  tax  of 
1  per  cent,  of  surplus  and  state  pays  expenses  of  examinations 
of  domestic  companies. 

A  franchise  tax  of  $10  for  the  first  $50,000  of  capital  or  de- 
posit, and  $5  for  each  additional  $50,000,  or  part  thereof,  the 
whole  not  to  exceed  $50,  is  collected  from  stock  companies. 

n  A  J    '    '  Virginia 

Fees  on  Admission: 

Stock  companies  with  capital  of  $50,000  or  less $30  00 

Stock  companies  with  $50,000  and  not  to  exceed  $1,000,000,  60 

cents  per  thousand  or  fraction  thereof. 
Over     $1,000,000  and  not  to  exceed  $10,000,000 1 ,  000  00 
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Over  $10,000,000  and  not  to  exceed  $20,000,000 $1,250  00 

Over  $20,000,000  and  not  to  exceed  $30,000,000 1,500  00 

Over  $30,000,000  and  not  to  exceed  $40,000,000 1,  750  00 

Over  $40,000,000  and  not  to  exceed  $50,000,000 2, 000  00 

Over  $50,000,000  and  not  to  exceed  $60,000,000 2,250  00 

Over  $60,000,000  and  not  to  exceed  $70,000,000 2, 500  00 

Over  $70,000,000  and  not  to  exceed  $80,000,000 2, 750  00 

Over  $80,000,000  and  not  to  exceed  $00,000,000 3, 000  00 

Over  $90,000,000 5.000  00 

Mutual  companies  50  00 

Filing  charter,  per  folio 50 

Recording  power  of  attorney 1  00 

Seal  5  00 

Annual  Fees: 

Specific  license  tax 200  00 

Additional  license  to  foreign  and  domestic  companies 5  00 

For  a  license  granted  for  less  than  a  year  the  specific  tax  thereon 
shall  bear  such  proportion  to  the  whole  specific  annual  tax  as 
the  space  of  time  between  granting  the  same  and  the  30th  day 
of  April  bears  to  the  whole  year. 
Agent's  registration  fee  for  each  company  represented 1  00 

Annual  Registraiion  Fees: 

Mutual  companies  and  companies  with  capital  of  $15,000  or  less.  5  00 

Stock  companies  with  capital  of  $15,000  to  $50,000 10  00 

Stock  companies  with  capital  of  $50,000  to  $100,000 15  00 

Stock  companies  with  capital  of  $100,000  to  $300,000 20  00 

Stock  companies  with  capital  of  more  than  $300,000 25  00 

For  copies  of  records,  per  page  ( paid  once  only ) 20 

Tax  on  seal,  paid  once  only 1  00 

AH  licenses  expire  on  the  30th  day  of  April,  except  fraternal 
beneficiary  associations,  which  expire  December  31st. 

Certificates  of  registration  expire  July  15th. 

Taxes. —  Sick  benefit  companies,  one-half  of  1  per  cent. ;  life, 
health  and  live  stock  companies,  1.4  per  cent,  of  gross  premiums 
or  assessments  received  in  the  state  or  obligations  taken  therefor, 
during  the  previous  year. 

All  other  companies,  1%  per  cent,  of  such  receipts  or  obliga- 
tions. 

Stock  or  legal  reserve  fire  insurance  companies  whose  gross 
premium  receipts  less  return  premiums  upon  cancelled  policies 
shall  not  exceed  $100,000,  shall  pay  a  sum  equal  to  1^  per  cent, 
upon  the  gross  income. 
39 
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Purely  mutual  fire  insurance  companies  not  designed  to  ac- 
cumulate profits  for  the  stockholders  or  members^  chartered  by 
and  doing  business  solely  in  this  state,  and  l^al  reserve  life  in- 
surance companies  whose  entire  premium  income  upon  all  its 
business  does  not  exceed  $500,000,  shall  pay  1  per  cent,  upon 
gross  premium  collections  without  any  deduction  for  dividends 
paid  or  premiums  returned. 

One-tenth  of  1  per  cent,  (or  less,  at  discretion  of  the  commis- 
sioner) of  gross  premiums  or  assessments  received  in  the  state  or 
obligations  taken  therefor  during  previous  year  for  maintaining 
the  bureau  of  insurance. 

Deposit, —  Stock  companies,  except  those  doing  marine  busi- 
ness only,  are  required  to  deposit  securities  to  the  amount  of  6 
per  cent,  of  capital;  but  such  deposit  shall  not  be  less  than 
$10,000,  and  need  not  be  more  than  $50,000.  The  amount  of 
deposit  required  of  mutual  companies  is  fixed  by  the  state  cor- 
poration commission,  and  shall  pay  to  the  state  treasurer  an  an- 
nual fee  'of  one-twentieth  of  1  per  cent  of  the  deposit 

Publications  not  required.     Retaliatory  provisions  prevail. 

Washington 

Entra/nce  of  Avihorization  of  All  Compames  Except 
Praiemal  Associations: 

For  filing  articles  of  incorporation  or  charter,  or  certified  copy  of 

artielea  or  charter,  by-laws  or  other  record  of  organization 925  00 

For  issuing  certificate  of  authority 10  00 

Filing  appointment  of  attorney  to  accept  service 1  00 

• 

Total  .  .  .  ^ $36  00 

Annual  and  Miscellaneous  Fees: 

Certificate  of  authority   (renewable  annually) $10  00 

Filing  annual  statement  of  condition  and  report  of  Washington 

•    business 80  00 

Filing  amended  articles  of  incorporation  or  charter 10  00 

Filing  miscellaneous  papers   (each) 1  00 

Certificate  under  seal 1  00 

Certified  copies  of  papers  (per  folio) 80 
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Agents*  Licenses: 

Agent's  license   (fire,  life  or  miacellaneotu) $2  00 

Solicitor's  license  (lire,  life  or  miscellaneous) 2  00 

Broker's  license 100  00 

Agent's  license  to  act  for  unauthorized  ccnnpanies 100  00 

Hote:  Agent's  license  may  be  issued  to  a  firm  or  corporation  and  if  so 
Issued  must  bear  the  name  of  each  member  of  the  firm  or  corporation  who 
participates  in  writing  insurance  therefor.  .  Licenses  may  be  transferred. 

Fraiemal  Beneficiary  Associations 

Filing  articles  and  issuing  certificate  of  authority  upon  entrance..         $10  00 
Annual  license  or  renewal  of  certificate  of  authority 10  00 

All  licenses  and  certificates  of  authority  expire  March  Slst 
Ko  advertisement  or  publication  of  annual  statement  required* 
Beciprocal  laws  in  force  and  where  fees  of  other  states  are 

greater  for  like  services,  as  above  enumerated,  then  the  greater 

fee  is  required. 

Fees:  ^^  Virginia 

Annual  license  fee $10  00 

Filing  annual  report 10  00 

Annual  fee  to  state  auditor  for  acting  as  attorney  to  accept  service 

of  process  10  00 

I                    Certification  of  valuation,  to  West  Virginia  companies  only 5  00 

Certificate  of  authority  to  each  agent 5  00 

For  filing  each  additional  paper  required  by  law 25 

Taxes, —  Two  per  cent,  of  gross  premiiuns  received  on  business 
written  or  received  in  the  state  less  return  premiums. 

A  tax  of  one-half  of  1  per  cent,  upon  above  premiums  of 
fire  companies  to  defray  expenses  of  fire  marshal. 

Publication  of  annual  statement  not  required. 

Although  2  per  cent,  of  gross  premiums,  etc.,  is  the  state  tax, 
no  premiums  are  taxed  twice;  i.  e.,  in  case  of  reinsurance  omJy 
one  company  pays,  as  determined  by  the  contract  of  reinsurance 
between  the  companies. 

_  Wisconsin 

Fees: 

Filing  annual  statement,  all  companies  and  associations $26  00 

Licenses: 

Life,  assessment  life  and  stipulated  premium  companies 300  00 

Assessment   accident   associations 25  00 
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Agents'  Licenses: 

Fire  and  marine  companies,  one  to  each  member  of  a  firm $1  00 

All  other  companies,  one  to  each  member  of  a  firm 1  00 

Taxes. —  Fire  and  marine  companies  2  per  cent,  of  gross 
premiums  received  in  the  state,  on  direct  business,  less  return 
premiums  and  cancellatioiis  on  direct  business,  also  less 
dividends. 

Fire  companies  pay  in  addition  to  above  three-eighths  of  1 
per  cent,  of  gross  premiums  to  defray  expenses  of  fire  marshal. 
Also  a  tax  of  2  per  cent,  of  all  premiums  received  in  cities  or 
towns  having  fire  departments  fulfilling  standard  conditions. 
Tax  must  be  paid  on  January  31st,  for  the  preceding  year  end- 
ing December  Blst.  Casualty  and  surety  companies  2  per  cent, 
of  gross  premiums  received  in  the  state,  without  deduction. 

Eetaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Memorandum. —  The  insurance  commissioner  of  Wisconsin 
advises  that  in  collecting  the  1  per  cent  tax  on  premiums, 
charged  New  York  life  insurance  companies,  he  will  allow  a  de- 
duction therefrom  of  the  license  fee  of  $300  which  may  have 
been  collected  by  him  from  such  companies  with  the  express 
agreement  that,  the  New  York  insurance  department  shall  not 
collect  said  "  license  fee "  from  Wisconsin  life  insurance  com- 
panies doing  business  in  New  York  State. 


Fees: 

Filing  statement  and  charter  with  application $60  00 

Filing  annual  statement 25  00 

Acceptance  of  state  constitution 2  60 

Agent's  license 1  OO 

Oopy  of  records,  fifteen  cents  per  folio  and  fifty  cents  for  seal. 
Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  col- 
lected in  the  state.    No  allowance  for  return  premiums. 
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Fraternal  and  Beneficiary  Associatiant 

Filing  ftt&tement  and  charter  with  application 915  00 

Filing;   annual  statement 10  00 

Acceptance  of  state  constitution t  00 

IN'o  taxes  or  agents'  licenses. 

Publication  of  abstracts  of  annual  statements  once  in  two 

papers,  one  paper  of  which  mnst  be  published  at  the  capital 
Companies  select  the  papers. 


t 
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Adjutant-General,   annual   report 37 

Agricultural  credit  and  Land  banks,  message  from  Governor  relative  to  38 

Agriculture,   Governor  'a   message   relative    to 22 

marketing  of  farm  products,  message  on 48 

Alien  insane,  message  of  Governor  relative  to 4 

special   report   on 29 

American  Society  for  Prevention  of  Cruelty  to  Animals,  annual  report.  36 

Antietam  battlefield,  report  of  New  York  Monuments  Commission....  63 

Athletic    Commission,    annual    report 17 

B 

Banking  laws,  report  of  commisnion   to   revise 33 

Banks,   report   of  Senate   committee   on,   relative   to   private   banking 

business   28 

Banks,   Superintendent   of,   annual   report   relative   to   savings   banks, 

trust   companies,   etc 50 

Bedford,  New  York  State  Reformatory  for  Women,  annual  report 14 

Bills,  Senate,  supplemental  index 69 

Blind,  State  Commission  for,  annual  report 60 

Boards,  commissions  and  departments,  see  specific  names  of. 

Bridge  and  Tunnel  Commission,  annual  report 39 

Buffalo,  Charity  Organization  Society,  annual  report 12 

0 

Charities,  State  Board  of,  annual  report 57 

Charity  Organization  Society  of  Buffalo,  annual  report 12 

Chattanooga  battlefield,  report  of  New  York  Monuments  Commission . .  63 

Claims,  Board  of,  annual  report 32 

Commissions  and  departments,  see  specific  names  of. 

Committees,    standing,    list 3,  16 

Commutations  granted  by  Governor,  statement  of 59 

Conservation  of  natural  resources,  message  of  Governor  relative  to. .  41 

Cooper  Union  for  the  Advancement  of  Science  and  Art,  annual  report.  61 

Court  of  Inquiry,  message  from  Governor  suggesting  creation  of 30 

Craig  Colony  for  Epileptics,  annual  report 8 


D 

Departments,  see  specific  names  of. 
Direct  primaries,   see  Primary  elections. 
Diseases,  malignant,  see  Malignant  diseases 


E 

EflSciency  and  Economy,  Department  of,  report  relative  to  affairs  of 

late  State   Treasurer 42 

Election  contests,   report  on 47 

Election  laws,  message  from  Governor  relative  to  amendments 44 

Elmira  Reformatory,  report  of  the  Board  of  Managers. 40 

Employment  Bureau,  Governor's  message  relative  to  establishment  of..  43 

Engineer  and  Surveyor,  State,  annual  report 6 

special  report  on  surveys 34 

Excise,  Commissioner  of,  annual  report 9 

F 

Farm  products,  marketing  of,  message  from  Governor 48 

See  also  Agriculture. 

Fire    Marshal,   State,   annual   report 27 
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Gettysburg,  Fiftieth  Anniversary  of  Battle,  report  of  Commission  on..  70 

Gettysburg  battlefield,  report  of  New  York  Monuments  Commission..  63 

Governor,  statement  of  pardons,  commutations  and  reprieves  granted  by  59 

Governor 's  messages    2 

agricultural  credit  and  land  banks,  relative  to 38 

agriculture,    relative    to 22 

alien  insane,  relative  to 4 

conservation   of   natural   resources,   relative   to 41 

Court  of  Inquiry,  suggesting  creation  of 30 

Employment  Bureau,  establishment  of  in  Labor  Department 43 

farm   products,   marketing 48 

Insurance  laws,    recommending  amendments   to 15 

loans,  recommending  legislation  on  small  loan  business '6 

New  York  Telephone  Company,  relative  to 45 

Primary  and  General  Election  Laws,  amendments  to 44 

roads,  State,  construction  of 58 

Treasurer,  State,  affairs  of,  transmitting  report  of  Department  of 

Efficiency   and   Economy   on 42 

Grand  Army  of  the  Republic,  New  York,  48th  annual  encampment 71 

H 

Highways,  State,  message  from  Governor  on  construction  of 58 

Highways,  State  Commission,  annual  report 19 

Hudson,  New  York  State  Training  School  for  Girls,  report 31 

I 

Insane,  alien,  message  of  the  Governor  relative  to 4 

special   report   on 29 

Institute  for  Study  of  Malignant  Diseases,  annual  report 26 

Insurance,  Superintendent  of,  annual  report 35 

Insurance  laws,  message  from  Governor  recommending  amendments  to.  15 

Iroquois,  Thomas  Indian  School,  annual  report 7 

L 

Labor,   Department  of,  message  from  Governor  relative  to  establish- 
ment of  a  Bureau  of  Employment  in 43 

Land  banks,  message  from  Governor  relative  to 38 

Loans,    Governor's   message   recommending    legislation    on    small   loan 

business   6 

M 

Malignant  Diseases,  State  Institute  for  the  Study  of,  annual  report. .  26 

Marketing  of  farm  products,  message  from  Governor  on 48 

Members  of  the  Senate,  contested  elections,  report  on 47 

list 1,  3,  16 

^fessages  from  the  Governor,  see  Governor. 

Mohawk  and  Hudson  River  Humane  Society,  annual  report 55 

Mothers'  pensions,  report  of  Commission  on 53,  64 

N 

Nai)anoch  Reformatory,  report  of  the  Board  of  Managers 40 

Natural  resources,  conservation  of.   Governor's  message  on 41 

New  York  Hospital,   Society  of  the,  annual  report 49 

New    York    Monuments    Commission,    report 63 

New  York  State  Custodial  Asylum  for  Feeble-minded  Women,  Newark, 

annual  report  18 

New  York  State  Hospital      for     Incipient     Pulmonary     Tuberculo  .is, 

annual    report    25 
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New  York  State  Beformatory  for  Women,  Bedford,  annual  report 14 

New  York  State  Training  School  for  Boys,  Lake  Mohansic,  report 24 

New  York  State  Training  School  for  Girls,  Hudson,  report 31 

New  York  Telephone  Company,  message  from   Governor  relative  to . .  45 
Newark,  New  York  State  Custodial  Asylum  for  Feeble-Mindcd  Women, 

annual  report 18 

Newtown  Battlefield  Beservation  Commission,  annual  report 21 

Niagara    Biver,    diversion    of    water    for    power    purposes,    report    of 

committee    51 

minority  report   1 52 

additional  report  of  Senator  Thompson 62 

P 

Pardons  granted  by  the  Governor,  statement  of 59 

Plattsburgh   Tercentenary   Commission,   annual   report 11 

Primary  and  General  Election  Laws,  message  from  Governor  relative 

to  amendments    44 

Prison  Association   of  New  York,   annual  report 67 

Prisons,    State    Commission,    annual    report C5 

Prisons,   Superintendent   of,    annual   report 66 

Public  Service  Commission,  First  District,  annual  report 20 

Public  Works,  Superintendent  of,  report 56 

B 

Bay    Brook,    New    York    State    Hospital    for    Incipient    Tuberculosis, 

report   25 

Beformatories  at  Elmira  and  Napanoch,  Board  of  Managers,  report..  40 

Beprieves  granted  by  Governor,  statement  of 59 

Boads,  see  Highways.  • 

8 

Sailors  Snug  Harbor  in  the  City  of  New  York,  annual  report  of  trustees  68 

Saratoga  Springs^  State  Reservation  at,  report  of  Commissioners 10 

Savings  banks,  report  of  Superintendent  of  Banks,  relative  to 50 

Schector,  Morris  S.,  election  contest 47 

Schlecter,   Lazarus   E.,    election    contest 47 

Senate,  bills,   supplemental  index 69 

committees,   list    3,  16 

members,    contested    elections,    report   on 47 

members,    list    1,  3,  16 

Standing  committees,  see  Committees. 

State  boards,  commissions  and  departments,  see  specific  names  of. 

Supplemental  index   69 

Surrogates'    Courts,   report   of   Commission   appointed   to   revise   prac- 
tice in    23 

Surveys,  special  report  of  State  Engineer  and  Surveyor  on 34 

T 

Tax  Commissioners,   annual  report 46 

Telephone,  telegraph  and  electrical  communication,  preliminary  report 

of  joint   committee   to   investigate 54 

Thomas   Indian   School,   Iroquois,   annual   report 7 

Treasurer,   State,   message  from   Governor  transmitting   report  of  De- 
partment of  Efficiency  and  Economy  on  affairs  of 42 

Trust  companies,  report  of  Superintendent  of  Banks  relative  to 50 

Tunnel  Commission,  see  Bridge   and   Tunnel   Commission. 

W 

Weights  and  Measures,  Superintendent  of,  annual  report 13 

Widowed  mothers.  State  Commission  on  relief  of,  preliminary  report..  53 

final    report    ^54 


